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Letter from Rudolph B. Galiber to Charles K. Claunch, August 31, 
1956, explaining shortage of funds and dismissal of employees in 
the public works department, with attached statement from Mr. 
Galiber____. ace aM aaa cn NR a atucundieti einai 

Letter from Leon P. Miller, United States attorney ; ‘to Hon. Earl 
Chudoff, March 28, 1957, giving details of purchase of land for 
Waterfront Highway, and copy of his letter to Governor Gordon, 
December 4, 1956_ _ - 


Letter from Governor Gordon to Hon. Earl Chudoff, April 23, 1957, 
listing real estate acquired by the government of the Virgin Islands 
during the past 3 years 
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Appendix O—Continued 
Letter from Anthony T. Lausi, Director, to Charles K. C'aunch, 
April 1, 1957, asking report of investigation of real estate transac- 
MUI i 5 se 5 ss 5 sores cee Gin es a eg ea 
Act No. 141, bill No. 337, second special session, First Legislature of 
the Virgin Islands, appropriating funds for Waterfront Highway 
and photograph of highway _-_------ : 6 ee 
Act No. 117, bill No. 283, regular session 195 56, First Legislature of 
the Virgin Islands, providing appropriations for essential public 
ysrojects, including that for Marine barracks, with notation by 
Rudolph B. Galiber___ aan admse ata : ; 
Letter from Leon P. Miller, United States peri 8 to Hon. Earl 
Chudoff, April 23, 1957, replying to Hon. Earl Chudoff’s letter of 
April 12, 1957, relative to procedure in acquisition of real property_- 
Appendix P—Letter from Hon. Bar! Chudoff to D. A. Williams, Adminis- 
trator, Soil Conservation Service, requesting check on water level of 
dams, May 2, 1957 -_- 
Letter of repty from D. A. Williams to Hon. Earl Chudoff, May 10, 
1957 send E 
Appendix Q—Letter from Eria O. Bryan, secretary to commissioner of 
public works, Charlotte Amalie, to Hon. Earl Chudoff March 25, 1957, 
with attached interrogatories prepared by Subcommittee of Public 
Works and Resources and filled in by Mrs. Bryan 
Appendix R—Letter from Solicitor General to Hon. Earl Chudoff, May 28, 
1957, explaining why review by Supreme Court would not be sought of 
decision of court of appeals in petition of Finance Committee of Virgin 
Islands Legislature to compel Perey de Jongh, commissioner of finance, to 
appear and present documents : ee 
Appendix S—Letter from Charles K. Claunch, Acting Governor, to Hon. 
Karl Chudoff, February 28, 1957, with following attachments_ 
List of all cabinet positions, ete., vacant or filled on temporary basis 
List of all positions filled on a regular, temporary, or acting basis 
Appendix T—Letter from Comptroller General to Hon, Earl Chudoff, 
May 29, 1957, reporting on legality of travel and transportation ex- 
penditures of Government comptroller and others, and report on 
negotiations between the Departments of the Navy and Interior relative 
to proposed loan of Navy vessel YW—108 
Chronology of significant data relating to proposed loan of Navy 
vessel YW-108 to the Government of the Virgin Islands 
Summary of the costs of such activation and deactivation 
Appendix U—Statement of Earle B. Ottley, member of the Virgin Islands 
Legislature, giving comments on testimony of representatives of General 
Accounting Office ers : 
Appendix V—Letter from Hon. Earl Chudoff to Hon. Douglas McKay, 
Secretary of the Interior, January 5, 1956, recommending action be 
expe dited to alleviate water shortage on Virgin Islands 
Letter from Anthony T. Lausi, February 6, 1957, in reply to above. 
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ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT AND 
THE VIRGIN ISLANDS CORPORATION 


FRIDAY, DECEMBER 7, 1956 


Hlousr or RepreseNTATIVES, 
SUBCOMMITTEE ON PusLic Works AND ReEsouRCcES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Government House, Christiansted, St. Croix, Virgin Islands. 

The subcommittee met, pursuant to notice, at 11:05 a. m., at the 
Court House, Representative Earl Chudoff (chairman of the sub- 
committee) presiding. 

Present: Representatives Chudoff, Mollohan, Knox, Jonas, and 
Minshall. 

Also present: Arthur Perlman, staff director; James A. Lanigan, 
counsel; Christine Ray Davis, staff director (Committee on Govern- 
ment Operations), and William Pincus, associate general counsel 
(Committee on Government Operations). 

Mr. Cuuporr. The subcommittee will be in order 

The Public Works and Resources Subcommittee is pari of the Com- 
mittee on Government Operations, headed by Congressman William 
L. Dawson, of linois. 

The Government Operations Committee has the duty of examilag 
the operations and efficiency of the Government at all levels. Our 
subcommittee has the responsibility, among others, of looking into the 
operations of the Interior Department and of all activities under the 
supervision of that Department. 

Last year the staff of the subcommittee, under my supervision, con- 
ducted an extensive study of a number of governmental problems in 
the Virgin Islands. We reported our findings in a memorandum of 
March 28, 1956, which I sent to all subcommittee meinbers. 

For convenient reference, a copy of the memorandum will be made 
a part of the record of these hearings. 

(The memorandum is set forth as appendix A, p. 813, infra.) 

Mr. Cuuporr. Subsequently in April 1956 the subcommittee voted 
unanimously to continue our study of the problems of the islands. 

On December 3, 4, and 5, the subcommittee met jointly with the 
Territories Subcommittee of the House Interior and Insular Affairs 
Committee to examine the workings of the organic act. These were 
most interesting and instructive sessions for all of us 

There were several sections of the act, relating to the Government 
Comptroller which were left for our examination. We will of course 
go into these sections. 

In addition, we will cover the following major items: 

Activities of the Virgin Island Corporation. 
2. Government Comptroller of the Virgin Islands. 
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. Virgin Islands Department of Health. 
. Virgin Islands Department of Finance. 

. Oper ations of tax assessor’s office. 

. Water problems on the islands. 

Is Dr. Bartlett. here ? 

I understand that we have a Mr. Robert S. Fleming who requested 
to be heard. Would you come up, please Mr. Fleming? 

Mr. Fleming, we were going to have Dr. Bartlett open this. Here 
le comes now. We would rather have him first and then we will call 
you next. 1 understand you want to get away. 

Dr. Bartlett, I wonder if you have an extra copy of your statement ? 

Mr. Bartierr. Yes, sir, I do have. 

Mr. Cuvporr. Will you give us several copies so that the members 
who do not have it may have one? 


ot 


~~ a 


STATEMENT OF KENNETH A. BARTLETT, PRESIDENT, VIRGIN 
ISLANDS CORPORATION 


Mr. Cuvporr. Dr. Bartlett, would you identify yourself for the 
record and proceed with your prepared statement ? 

Mr. Barrierr. My name is Kenneth A, Bartlett, President of the 
Virgin Islands Corporation. 

Mr. Cucporr. You may proceed, sir. 

Mr. Barrierr. I have a very brief statement. First, I would like 
to say I appreciate the opportunity of going into the operations of 
the Virgin Islands Corporation before ‘this group of distinguished 
Congressmen. 

My statement is very brief but it ae the annual report for the 
fise al year ending June 30, 1956. I do not know whether you would 
care to have me read that in detail or perhaps just highlight it after 
[ read my opening statement. 

The Virgin Islands Corporation is a fully owned Government cor- 
poration established under Public Law 149, 81st Congress, with a 
corporate charter of 10 years expiring June 30, 1959. The Corpora- 
tion was established to promote the general w shleare of the inhabitants 
: the Virgin Islands of the U nited States through the economic 
le velopment of the Virgin Islands. 

The Corporation was an outgrowth of a Public Works Administra- 
tion project established on the island of St. Croix in 1934 to bring 
relief to a destitute and bankrupt population. The project was 
transferred to the Virgin Islands Company in 1935 and operated as 
such until 1949 when the Corporation was organized. 

The principal operations of the Corporation are the production 
of sugarcane, the manufacture of raw sugar, the production and dis- 
tribution of electric power, a loan program, and other miscellaneous 
activities, primarily concerned with the agricultural development of 
the islands. 

In recent years there has been a steady decline in the losses of the 
Corporation and it is expected that the losses for the present. year 
z ill decrease substantially. There is attached as a supplement to this 

brief statement, a copy of the annual report for the fiscal year 
ending June 30, 1956. This report summarizes the activities and 
accomplishments of the Corporation during the year. 
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Would you like me to continue to read the entire statement, sir? 

Mr. Cuuporr. It isn’t too long, just about five pages. I think it 
would be well that we hear you. 

Mr. Barrierr. On June 30, 1956, the Virgin Islands Corporation 
completed its 7th year of operation as a Federal Government cor- 
poration, and it was the most successful year in its history. Every 
operation in which the Corporation was engaged showed a profit, 
with the exception of the sugar processing (Bethlehem sugar fac- 
tory.) 

The production of sugarcane showed a profit of over $53,000, the 
first time a profit has been realized in this operation which is of such 
vital importance to the economy of the Virgin Islands, particularly 
St. Croix. 

The financial statement for the Fiseal Year closing June 30, 1956, 
showed considerable improvement over the past 2 years. The total 
losses for the Fiscal Year 1956 amounted to $231 944, a substantial 
reduction over the past 2 years. These savings were made in spite of 
a substantial increase ($67,404) in interest paid to the United States 
Treasury due to a change in interest rates over 1955. The reduction 
was due in a large part to a greatly improved financial picture in 
connection with the production of sugarcane. In 1955 the produc- 
tion of sugarcane accounted for a loss of $97,375, as compared to a 
— of $53,696 m 1956. 

Credit for much of the savings made during the Fiscal Year was 
due to the efforts of Mr. M. O. Proverbs, manager of the Sugar 
Department. It was the first year in the history of the Corporation 
in which a profit was shown in the growing of sugarcane. The 
Power Department continued to expand and provide good service 
under the direction of L. S. Martin, Manager. 

Mr. Cuvuporr. Dr. Bartlett, could I interrupt you at this point for 
a very short announcement. If any members of the committee or 
anybody in the room want to remove their coats, feel free to do so. I 
think we will all be more comfortable. 

Mr. Barrierr. The average employment for the year was 606 
per diem and 135 permanent employees. During the cane harvesting 
— (February to June) the Corporation employed an additional 

British West Indian workers. Employment remained at prac 
tically the same level as the previous year. 

The major activities of the Corporation continue to be the growing 
and processing of sugarcane. The 1956 crop was the highest in ton- 
nage (36.52 tons per acre) in the history of the Virgin Islands, and 
the operation showed a profit ($53,696) for the first time in the 
history of the Corporation. 

The higher tonnage was attributed to better land preparation, 
more intensive cultivation and general improvements in planting 
and cultivation methods. Rainfall was favorable but likewise some- 
what detrimental due to the fact that during the harvesting season 
rainfall exceeded the average by over 5 inches. 

Frequent rains throughout the harvesting season were undoubtedly 
responsible in part for the substantial drop in sucrose content. The 
yield for the 1956 crop was 9.454 as compared toa yield of 10.483 in 
1955. A similar drop in yield was experienced in Puerto Rico and 
generally throughout the Caribbean area. The factory losses incurred 
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in the processing of sugarcane were responsible for the overall losses 
of the Corporation. The losses for 1956 increased over those of 1955 
by $69,325. The factor contributing most to this increased loss was 
the low sucrose content of the sugarcane processed. 

As was pointed out in the above statement, sucrose was nearly 1 per- 
cent lower in 1956 than in 1955. If the same percentage of sucrose had 
prevailed in the 1956 crop as in 1955 we would have produced approxi- 
mately 1,400 more tons of sugar, with little additional expan which 
woul have reflected an additional income of not less than $150,000, 
providing we were able to market the sugar. 

Due to sugar quota restrictions there was a carryover of over 500 
tons of sugar from the 1956 crop. It is hoped that under the new 
Sugar Act the Vi irgin Islands will be able to market all of the sugar 
produced during the 1957 crop. 

It is of interest to note that the cost per ton of sugarcane ground 
in 1956 was $6.31, as compared to $6.97 in 1955, thus reflecting some 
savings in operational costs. However, due to the reduction in yield 
of sucrose the cost per ton of sugar produced increased from $152.32 
in 1955 to $152.89 in 1956. 

Under the able direction of D. C. Bolin, factory superintendent, 
continual technical improvements are being made in the factory as 
time and funds permit. A thorough study is being made of each and 
every operation in order to determine how and where additional sav- 
ings may be made. 

The price paid to farmers for sugar by the factory was slightly 
higher than last year = varied from $117.20 to $121.40 per ton, with 
a crop average of $119.30. As of August 1, 1956, we had shipped and 
sold 11,937 tons of aie “(physical weight or 12,000 tons raw value) 
at an average price of $121.95 per ton, with a total value of $1,455,696. 
There still remained in the warehouse 640 tons of sugar which we were 
unable to market because of quota restrictions. That has been mar- 
keted since and is being shipped at the present time. The Sugar Act 
provided for addition: il quota for the Virgin Islands of 3,000 tons if 
and when the national consumption reached a point of 8,875,000 tons. 

A total of 653,982 gallons of molasses was produced duri ing the 1956 
crop and was sold to the two local rum distilleries and to livestock 
producers. 

The power operation had another successful year. Rate reductions 
were made in both St. Thomas and St. Croix on July 1, 1955. This 
was the second rate reduction in St. Croix, and the feanth reduction 
in St. Thomas since VICORP acquired the power systems. 

Both St. Croix and St. Thomas showed an increase in total revenue 
over 1955 of approximately $32,000 each. The increase in St. Croix 
was 16 percent as against an increase in St. Thomas of 9 percent. 

The conversion of the north and south feeder lines in St. Thomas 
has now been completed with resulting improvements in voltage 
maintenance throughout the system. 

On August 6, 1956, power service was extended to St. John. Serv- 
ice is presently available at Caneel Bay, Cruz Bay and adjoining 
areas, and distribution lines will be extended to other areas as rap- 
idly as possible. A new 965-kilowatt engine was being installed in 
St. Croix at the close of the fiscal year. It is now in operation on the 
line. 
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A new 24-kilovolt 3-phase backbone feeder was completed and ener- 
gized in St. Croix from the powerplant at Christiansted to Frederik- 
sted. il circuit reclosers and sectionalizers have been installed on 
both St. Thomas and St. Croix with most satisfying results in main- 
taining more constant service throughout the systems. This fact was 
clearly demonstrated during Hurricane Connie in September 1955, 
and again more recently during Hurricane Betsy in August of 1956. 

Grant funds in the amount of $100,000 were appropriated by Con- 
gress for the carrying out of the water- and soil-conservation pro- 
grams during 1‘ 56. ‘These programs were ¢: irried out in cooperation 
with the Soil Conservation Service of the United States Department 
of Agriculture and the local soil conservation district board. 

A total of 18 earth dams were completed during the year—14 on 
St. Croix and 4 on St. Thomas and St. John. Tlie total number of 
dams constructed under this program is now 84, with an estimated 
impounding capacity of over 400 million gallons of water. 

The Soil Conservation Service technicians have e surveyed both the 
Islands of St. Thomas and St. Croix and have indicated a large num- 
ber of sites which they consider suitable for the construction of earth 
dams. It is hoped funds will continue to be available for this dam 
program which has been outstanding in its benefit to the overall devel- 
opment of the islands through providing direct sources of water and 
likewise generally raising the level of the water table. 

The land-clearing program which has been operating for several 
years to clear bushland for better agricultural use was continued and 
694 acres were cleared during the past year. More than 4,000 acres 
of land have been cleared since the inception of this program and 
local farmers are deing a good job in complying with our land- 
clearance agreement which ogils or keeping the cleared land in pro- 
ductive agricultural use for a period of 5 years. 

The VICORP forestry program was continued in cooperation with 
various agencies of the United States Department of Agriculture, 
particularly in the United States Forest Service. 

There was considerable direct seeding of mahogany in areas suit- 
able for forest development and, in addition, 14,000 mahogany trees 
and 7,000 teak trees were pl: anted. 

The total area reforested was 129 acres, which was about equally 
divided between private and public lands. A sawmill was put in 
operation during the year and a small quantity of timber for experi- 
mental purposes was felled and sawed. 

A program for the improvement of livestock was continued in 
cooperation with the Agricultural Experiment Station of the United 
States Department of Agriculture. The Corporation provided land, 
animals, and limited operational expenses for the work in process. 

The herd of St. Croix breed of cattle being maintained by the Cor- 
poration consist of the following: 35 cows, 10 bulls, 25 heifers, 21 
steers total 92. 

The St. Croix livestock industry faced a serious problem during the 
course of the year due to the loss of its Puerto Rican market. For- 
tunately, demand for animals on the hoof, for exportation particu- 
larly to the French West Indies, developed rapidly and resulted in a 
reasonably stable market during recent months. 

The President of the Corporation and the staff of the agricultural 
experiment station made every possible effort to establish a cattle 
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marketing cooperative. A number of meetings were held with the 
cattle growers and a set of articles of incorporation and bylaws es- 
tablishing the St. Croix Cattle Marketing Cooperative were drawn 
up. The group was officially incorporated but failed to ratify the 
bylaws and actually form the cooperative. All of the basic work 
toward this end has been accomplished. At some future date it is 
hoped that it may be possible to establish this badly needed service 
for the cattle producers of St. Croix. 

The loan program was active during the year and numerous in- 
quires and applications were received from a number of individuals 
and corporations seeking financial assistance in the carrying out of 
their proposed enterprises. A total of 18 applications were reeived, 
of which 12 were approved. In most instances the failure to grant 
requested loans was due to insufficient equity on the part of the 
borrower. 

During the course of the year two family-size farms were sold to 
local farmers through the Farmers’ Home Administration of the 
United States Department of Agriculture. he sale of 130.528 acres 
(Danish) of land was completed on July 8, 1955. <A total of 11 fam- 
ilies are now owners of farms on lands icsaeie owned by the Cor- 
poration, varying from 65 to 105 acres. 

A transfer of 55.597 acres (Danish) of Vicorp land and buildings 
was made to the Department of Agriculture to provide land and build. 
ings for the Agricultural Experiment Station, 

The corpor ation continued to act as agent for the Secretary of the 
Interior in the operation of the Navy properties located at the former 
Marine Corps air facilities and submarine base, St. Thomas, V. I. 

The majority of the buildings are now under lease and considerable 
progress has been made in rehabilitating and maintaining these 
properties in accordance with spec ifications established by the Navy. 

Credit for a job well done belon .gs to Mr. E. H. Gray, Manager, who 
has accomplished a difficult task ‘under trying cire umst: unces. With 
the income now being derived from the pr operties it is expected that 
continued improvements can be made. 

That sums up the activities for the past fiscal year. 

Mr. Cuuporr. Thank you, Doctor. 

Mr. Lanigan, do you have some questions? 

Mr. Laniean. I have a few, but first, Mr. Chairman, Dr. Bartlett 

ras kind enough to furnish the staff with a copy of the financial report 
for the fiscal year 1956 on which the statement he has just made is 
based. I wonder if the financial report could be entered in the 
record, possibly as an appendix item, in order to complete the record. 

Mr. Cuuporr. Without objection, it will be so ordered. 

(The report is set forth as appendix B, p. 817, infra.) 

Mr. Lanican. First of all, I want to ask you what method of ac- 
coun ting you use to break down the sugarcane operations as con- 
trasted with the sugar operations. That is, how can you tell whether 
the loss occurs in the operation of the sugarcane fields or in the 
factory ? 

Mr. Bartrerr. The sugarcane fields are operated exactly as though 
they were owned by a private individual from whom we would be 
purchasing sugarcane. We show a book transfer of the actual value 
of the cane as determined by the United States Department of Agri- 
culture bi ack to field operations. 
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Mr. Lanican. Are all prices for sugarcane set by the Department 
of Agriculture ? 

Mr. Barrierr. Yes, sir. 

Mr. Lanican. Could you tell us how those are set / 

Mr. Barrierr. They are based on the spot price over a biweekly 
period. 

Mr. Lanican. What do you mean by the spot price / 

Mr. Barrierr. That is a price that is established in New York 
daily for the sugar market for that day. 

Mr. Lanican. And then you pay the price to the growers here, the 
price for sugar at New York? 

Mr. Bartierr. They average it for a 2-week period and they send 
us a determination of what that was over that 2-week period and 
what we must pay the growers. 

We have nothing to do with it. It is an order from the Depart- 
ment of Agriculture to us to pay for our cane at this particular price. 

Mr. Laniean. With regard to your sugarcane operations, I notice 
that in your annual rece you show that in 1955 you paid $672,000 
for sugarcane and in 1956, $853,000, but in your testimony I think 
you indicated that the sucrose content of the cane was less. Could 
you tell us why the amount paid for sugarcane has risen ? 

Mr. Barrierr. Because the crop was much larger. We harvested 
about 135,000 tons in 1956 as compared to ninety-six-thousand-odd in 
1955. 

Mr. LaniGan. Was that-due in part to the increased yield per acre 
that you mentioned ¢ 

Mr. Barrierr. Yes. 

Mr. Knox. May Lask Mr. Bartlett a question ? 

Mr. Crruporr. Surely. 

Mr. Knox. Mr. Bartlett, to what extent can you continue to ex- 
pand the sugarcane operations and expect to have a market under 
the present quota / 

Mr. Barrierr. Under the new sugar act our top quota would be 
15,000 tons. I think that is a reasonably fair quota for the Virgin 
Islands. I think we can probably produce 15,000 tons. 

In fact in good years we might produce as much as 18 or even 
20,000 tons. Beyond that point we do not have the land available to 
increase it much be yond 20,000 tons at an outside figure. 

Mr. Knox. And it is your opinion that you could increase it to 
20,000 tons and still have a re: idy market ? 

Mr. Bartierr. That would depend entirely on what happens to 
land values here. A person could not purchase agricultural land to- 
day at the price it is selling at and put it into sugarcane and make it a 
pr ofitable operation, so that the chance of expansion, except through 
increased tonnage on land which is already now producing sugarcane, 
is rather remote. 

Mr. Motzonan. What sort of an operation, Mr. Bartlett, could one 
carry on here—purchase land and realize a profit ? 

Mr. Barrierr. Agriculturally there is just not any. 

Mr. Motionan. That brings you down to two classes, doesn’t it? 
People who come here with great wealth and want to retire more or 
less and secondly, the tourism service industry. You have two groups 
you can appeal to on the basis of present land value? 
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Mr. Bartiert. Yes, sir. 

Mr. Cuuporr. Isn’t it true that if you planted more cane, produced 
more cane, it would not affect the economic condition of the Virgin 
Islands as such because you can’t get people for the work? You 
would have to import more foreign labor ? 

Mr. Bartuerr. I think that is a very good point. The shortage of 
labor is a very serious problem even with the acreage we are produc- 
ing at the present time. 

Mr. Cuuporr. If you produced more acreage you would have more 
British Virgin Islanders working than American ? 

Mr. Bartierr. The British Virgin Islanders only come for the har- 
vest season. ‘The ratio in the dead season is about 3 to 1. We need 
about 3 times as many people at that time, at least 2 anyhow. We 
do employ a lot of native Virgin Islanders throughout the dead season 
as well as through the harvesting season, but when we harvest the cane 
that is when we need the extra help. 

Of course that problem and that picture will change radically with 
the development of mechanical harvesting which has advanced very 

rapidly within recent years. Practically all of your cane in Louisiana 
today is mechanically harvested. Puerto Rico is doing some me- 
chanical harvesting, and I think the time will come when we will be 
forced to do mechanical harvesting. 

Mr. Mrinsnatt. Your 1956 growth accounted for what percentage 
of cane grown under the American flag during that period ¢ 

Mr. Bartierr. I don’t know the quotas well enough, but it would be 
an infinitesimal percentage. It is very, very small. Puerto Rico has 
a quota of something over a million tons for example compared to 
our 15,000. Hawaii has a larger quota. Then you have the beet-sugar 
areas in Florida and Louisiana. Ours would be a fraction of a per- 
cent. I could get that information but I don’t have it. 

Mr. Minsnati. Thank you. 

Mr. Kwox. Mr. Bartlett, do you advocate the continual increase in 
the production of sugarcane in this area 4 

Mr. Barrierr. If it can be produced on land that is not being 
utilized for some other purpose more beneficially, there is a profit to 
be made in the growing of sugarcane, but not at land values of a 
thousand or two thousand dollars an acre, I don’t believe. 

Mr. MinsHarx. You are aware of the fact that we have had a sur- 
plus of sugar and have had to cut back the acreage and it has caused 
many sugar plants to close, and in face of that fact you still feel that 
it is in the best interests of the Government to continue to expand 
their own operation here on the island ¢ 

Mr. Barrierr. I would not want to use the word “expand.” I 
think we should perhaps try to hold our own and improve our methods 
of cultivation to the point where we get better tonnage and better 
results. 

Mr. Minswaru. That does not exactly fit in with what you have 
already stated. You said that you expected you could go to 20,000 tons 
from 15,000 tons, and the fact that you have cleared additional land 
for the production of sugarcane on the island. 

Mr. Bartierr. No, sir; our land-clearing agreements do not provide 
for the growing of sugarcane. It must not be put into sugarcane. It 
must be put into some other diversified agriculture, rattle, truck 
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crops, but it is not being cleared for the purpose of growing sugarcane 
and it cannot be used for that purpose. 

Mr. Minsnatu. For what period of time? 

Mr. Bartierr. For a period of 5 years. 

Mr. Cuuporr. Doctor, is there anything in the law or any reason 
why the Corporation could not diversify its crop and plant other 
things other than sugarcane? 

Mr. Bartwerr. No, sir. 

Mr. Cuuporr. How many acres of land does the Corporation have 
that would grow some other crop other than sugarcane and which 
is not being used to grow anything ? 

Mr. Barrverr. Little, or I would say none whatsoever. 

Mr. Cuuporr. Would it be possible and would it be profitable, 
would it be a service to the people that live in the Virgin Islands to 
grow other agricultural products so that they would not have to 
import them at the price of the product plus the cost of shipping to 
the Virgin Islands? 

You certainly could get every possible market either on St. Thomas 
or St. Croix for every other product than sugarcane that you could 
grow; isn’t that true? 

Mr. Bartierr. If there was such another crop. 

Mr. Cuuporr. I understand that. Have you ever recommended to 
the Department of the Interior or the Secretary of the Interior to 
experiment 1 year on some diversification in several hundred acres? 

Mr. Barrierr. Yes, sir. 

Mr. Cuvuporr. What has he decided ? 

Mr. Bartietrr. We have actually experimented. 

Mr. Cuvuporr. What have you grown? 

Mr. Barrierr. Tomatoes and beans. 

Mr. Cuuporr. Have you made any effort to market that crop? 

Mr. Bartierr. Oh, yes. 

Mr. Cxuporr. Have you found a ready market? 

Mr. Barrterr. Not a ready market, no, sir; not for the quantities 
that were produced, and they were not produced at a profit. Both 
operations lost considerably ; were heavy losers. 

Mr. Cuuvorr. How many acres did you plant? 

Mr. Bartierr. The tomato project was before my time. I believe 
it was in the vicinity of 500 acres at that time. The bean project ran 
almost a thousand acres. 

Mr. Cuuporr. Did they get a good quality bean and tomato? 

Mr. Barrierr. Fair quality, I would say. 

Mr. Cuvuporr. As good a quality as for instance the hotels in St. 
Thomas or St. Croix buy from wherever they may get them from or 
Puerto Rico? 

Mr. Bartterr. Yes. 

Mr. Cucporr. Did you attempt to market those tomatoes and beans? 

Mr. Barrierr. Yes: they were marketed locally. 

Mr. Cuuporr. Did the hotels buy them? 

Mr. Bartierr. Yes: to my knowledge they did. As I say, I was not 
here. 

Mr. Cnuporr. Could they buy them cheaper than they could buy 
them in Puerto Rico? 

Mr. Barrierr. I could not say. I don’t have any information on 
that. 
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Mr. Cuuporr. I was just wondering whether or not. that would be 
an answer to some of the problems. I hear many local complaints from 
people that everything they eat they have to import 

Mr. Bartierr. If I might comment on that, I have been with the 
Department of Agriculture for almost 30. years. I was Director of 
the experiment station at Mayaguez which is a Federal Government 
experiment station for the development of tropical crops, and based 
on my experience, there is nothing, no tropical crop that I know of 
that can be grown in these islands that can compare or return the 
profit that will be returned from sugarcane and the same holds true 
for Puerto Rico. 

Mr. Cuunporr. So it is your opinion that from an income and a profit- 
able operation standpoint of the Virgin Islands Corp., sugarcane is the 
best possible crop that you could grow ? 

Mr. Bartuerr. I think it represents the best crop for the majority 
of our lands. 

Mr. Laniean. Would that be true if sugar prices were not sup- 
ported? Isn’t it a fact that the support for sugar prices—— 

Mr. Barrierr. That is quite correct. 

Mr. Lanitean. And if tomatoes or beans were similarly supported 
they would be protitable, isn’t that right ? 

Mr. Bartirrr. If you want to get into a complete subsidy program, 
of course 

Mr. Montzonan. Dr. Bartlett, am I to understand that you would 
not recommend to a small farmer a truck-farm operation as we know 
it in the States / 

Mr. Bartierr. No, sir; I am not saying that. I am saying I would 
not recommend it on a large-scale production of several thousand 
acres or several hundred acres. 

Mr. Mottonan. Would that not be a field to encourage some of our 
people here to operate small farms? 

Mr. Barrierr. It is being encouraged. As a part of these farms 
sold by Vicorp, these 11 farms I spoke of in my report, each 1 of them 
has a truck garden on.it of I would say perhaps as much as an acre, 
maybe some as much as 3 acres, but they all are required under the 
FHA plan to provide food for themselves and to operate at least a 
small-truck operation. 

Mr. Motionan. Then actually there are soil and weather con- 
ditions here which would be conducive to a truck-farm operation if 
the individual farmer were so inclined, is that right ? 

Mr. Barrierr. The only limitation I would put on that statement 
would be that it is not year round as you might expect. It is a limited 
period of time, after our heavy rains and before the beginning of 
the dry season. 

Mr. Motitonan. Of course in the States we have only one growing 
season. 

Mr. Bartierr. That is about all you get here in spite of the climate 
as you see it today. 

Mr. Motionan. Still our truck farmers are very successful. 

Mr. Bartrierr. Well, that is a question of markets. Here we are 
limited to 12,000 people. 

Mr. Mortionan. ‘That was the next question I wanted to ask you, 
just what is the limit to which you could go? Have you reached the 
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point here where you feel the present truck farming operation does 
supply, say, St. Croix’s needs? 

Mr. Bartierr. No, sir; it does not today. 

Mr. Motronan. Then definitely that. would be a fertile field to 
explore on the part of the small-acreage farmers ? 

Mr. Bartierr. That is correct. 

Mr. Mottonan. To some extent it is being experimented with at 
the present time ? 

Mr. Barrterr. It is being pushed by the agricultural experiment 
station and—— 

Mr. Mottonan. What is the interest insofar as the farmer himself 
is concerned? Is he responsive? 

Mr. Bartierr. I would say, of the 11 FHA farmers, that they have 
done an excellent job, and there are a number of other small farmers 
on the island who do produce considériibls truck crops. 

Mr. Mottoman. And they are realizing real profits from their 
truck-farm operation ¢ 

Mr. Bartuierr. It is my understanding that all the FHA boys were 
able to pay their installments and they all showed a fairly good profit 
during the past year from all operations, That included sugarcane. 

Mr. Motronan. One further question. 

These FHA people you are talking about, that is the Farmers’ 
Home Administration ? 

Mr. Bartterr. Yes, sir. 

Mr. Mottonan. The people who are operating under that program, 
would they be better off to continue as truck farmers or would they be 
better off to engage in the traditional sugarcane operation ? 

Mr. Barrierr. Without the sugarcane I am sure they could not 
make their farms pay. 

Mr. Mortonan. Then they have to have a balance between the 
truck-farm operation and the sugarcane ? 

Mr. Barrierr. They also run cattle on all of those farms. You al- 
ways get a certain amount of land on any of these farms that is not 
suitable for truck or for sugarcane but on which you can run cattle 
quite successfully. 

Mr. Motionan. In other words, there is a distinction between the 
truck-farm land and the sugarcane land ? 

Mr. Bartierr. Not so much as that as between the cattle land and 
the other two. 

Mr. Motronan. Well, that is understandable. 

Mr. Say Mr. Jonas? 

Mr. Jonas. Have you experimented any with irrigation ? 

Mr. 3arTLETT. We have no irrigation facilities whatsoever; no 
dams that hold an amount of water that would permit any large-scale 
irrigation. 

Mr. Jonas. I noticed some water in some reservoirs as we flew over. 
Would that be drinking water? 

Mr. Bartrierr. No: those “te the earth dams which have been con- 
structed under the program I spoke of. They vary in size from small, 
shallow dams to as much as 18 million to 20 million gallons. They 
are primarily to hold back the heavy rain which we get from running 
off immediately into the sea. They permit seepage very slowly into 
the soil. As a result, our water table has been raised. Our wells, 
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many wells that have not been in production for years, are coming 
into the production; the depth at which you get your water has come 
closer to the surface, and it is primarily a program of retaining the 
water as long as possible on the soil without allowing it just to run 
off to sea. 

Mr. Jonrs. Do you think the best use of that water can be as you 
have described it rather than by using it for irrigation? 

Mr. Bartterr. It is not sufficient in most cases to use for irrigation. 
If it was attempted to be used for irrigation, except in a few of the 
larger ponds, they would soon dry up. They tend to dry up during 
the dry season anyhow. Many of them provide waterholes for cattle. 
That is probably one of their main uses throughout the mountainous 
area, as waterholes for cattle during the dry season. 

Mr. Cuuporr. Mr. Lanigan ? 

Mr. Lanican. I just want to revert to one of the things you said 
earlier about the value of land. You felt you could not buy land or I 
think you said no one could buy land at present prices and make a 
successful agricultural venture ? 

Mr. Bartierr. Yes, sir. 

Mr. Lanigan. Would you say then that the agricultural produc- 
tivity of the land in St. Croix and St. Thomas is not a true indication 
of the actual value of the land under present market conditions? 
That is what I am speaking of. 

Mr. Bartierr. The land is worth what you can get for it, depending 
upon supply and demand, and at the present time you have a great 
demand, speculative and otherwise, and wealthy people coming here 
who want to retire and who want a rather large acreage to surround 
themselves with, and they are willing to pay those kinds of prices. 

But a farmer could not go out and pay those prices. For example, 
the FHA farms sold by Vicorp were sold at an average price of about 
$55 per acre, and I am sure that there is no land available on this island 
today for $55 per acre. 

Mr. Lanigan. One of the items mentioned in a recent General Ac- 
counting Office report was the fact that some of the land had been sold 
without any provision to keep it from being resold for speculative 
or nonagricultural purposes. Could you tell us what has occurred? 

Mr. Bartierr. There has been no sale whatsoever of the FHA lands 
as of this time. 

Mr. Lanican. Has there been any clause added to the contracts 
for sale by Vicorp which requires the purchaser to hold the land and 
use it for agricultural purposes? 

Mr. Bartrierr. No, sir. We sold the land to the Farmers’ Home 
Administration, and they in turn made the contracts with the pur- 
chasers. 

Mr. Lanican. Do those contracts prevent resale? 

Mr. Barrett. No, sir; they do not. 

Mr. Laniean. So it is possible for anyone to resell it if a purchaser 
comes along? 

Mr. Barrierr. That is correct. 

Mr. Knox. May IT interject a question right there, Mr. Lanigan? 

Did I understanl, Mr. Bartlett, that Vicorp does not deal directly 
with the farmer in the sale of Jand by Vicorp? That you sell it to 
FHA? 
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Mr. Barttetr. They paid us, FHA paid us, a single Government 
check for the entire land. Then in turn in the same transaction they 
deeded it immediately over to the farmers; I think they have a 40-year 
payment. basis. 

Mr. Knox. Then you have no responsibility ? 

Mr. Barttiert. No, sir. 

Mr. Knox. The responsibility is vested in Farmers’ Home Admin- 
istration ? 

Mr. Barrietr. Yes; in the Farmers’ Home Administration at the 
present. time. 

Mr. Prxcus. May I ask a question there, Mr. Chairman ? 

Mr. Cuuporr. Yes, Mr. Pincus. 

Mr. Pincus. Then, in the arrangement you described, you passed 
no title directly to the farmer ? 

Mr. Barrierr. Yes; we passed title directly to the farmer. 

Mr. Pincus. You passed title to the farmer and the FHA just 
pays the financing charges? 

Mr. Bartiert. That is right. 

Mr. Pincus. So you are actually selling the land except that FHA 
is financing it for the farmer, is that right? 

Mr. Bartierr. Yes. 

Mr. Cuuporr. Aren’t they really the mortgagee? 

Mr. Bartierr. They are the mortgagee. 

Mr. Cuuporr. Not the grantor. We call it back in Pennsylvania 
the grantor. 

Mr. Barrierr. Yes; they are holding a mortgage. 

Mr. Pincus. You make the deed to the farmer? 

Mr. Bartierr. Yes. If the farmer fails, the land does not come 
back to Vicorp. It goesto FHA. It becomes their responsibility. 

Mr. Cuuporr. The mortgagee forecloses and takes title to the land ? 

Mr. Bartiert. He takes title to the land and it is FHA’s problem 
then to resell it or resettle it with another farmer. 

Mr. Kwox. Isn’t the reason the fact that FHA does not hold title 
to the property, but Vicorp has that jurisdiction of holding title to 
the property ? 

Mr. Barrierr. I expect that is legally the situation. 

Mr. Cuuporr. Now suppose there would be a foreclosure. There 
has not been any ? 

Mr. Bartierr. No, sir. 

Mr. Cuvuporr. But suppose there would be. Would you eventually 
get the land back ? 

Mr. Bartietr. No: it would be resettled. It would be up to the 
FHA to resettle it with another farmer. 

Mr. Jonas. You might get it back. 

Mr. Bartrietrr. We could buy it back possibly at the same price we 
sold if we were so interested. 

Mr. Cuuporr. I think that would be the practical way it would 
finally come out. Let me ask you one question. I think it is a 
rather simple situation. I think that the point that the General 
Accounting Office raises is a good point, and certainly if you got 
it in the hands of some designing individuals who would go to farm- 
ers as straw parties and say to them, “You buy this land and then re- 
sell it to us, and we will see that you make $20, or $100, or $1,000 an 
acre profit,” it could be done? 
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Mr. Bartierr. I think it is a weakness. 

Mr. Cuuporr. Don’t you think that that is a weakness, and cer- 
tainly there is no reason in the world why that either your deed 
could not have a restrictive covenant to prevent the resale of this land 
to any individual other than a farmer, and that with this restriction— 
I don’t know whether you have title insurance or not or some name 
like that, some company that insures titles—certainly no title that had 
that restriction in it? 

Mr. Barrierr. The history of the FHA, according to the informa- 
tion I have from the director in Puerto Rico, is they have only had 
3 such cases throughout the entire Caribbean area where they have 
been working now for I believe at least 15 or 20 years. They have had 
2 or 3 cases in Puerto Rico where the land was bought out for specu- 
lative purposes. 

Mr. Jonas. May I interject something there? I can see the point 
that General Accounting had in mind. This kind of a situation does 
lend itself to speculation. But at the same time I can see a lot of 
objections to putting restrictive covenants in deeds. For example, 
you affect the market value of the land in perpetuity. You practically 
command continued farming even if it is not profitable. There are a 
lot of things that can be said on both sides of that proposition. 

Mr. Barriertr. Yes. 

Mr. Jonas. I imagine that was the reason the restrictive covenants 
were not put in the deeds originally. 

Mr. Cuuporr. I agree w ith you to a point, Mr. Jonas. I think that 
perhaps for a spec ified period a restrictive covenant would not hurt 
any future value of the land or anything else that might be done with 
the land. I think the purpose of the Farmers’ Home Administration 
is to perpetuate farming and help people buy farms, own farms, and 
run farms. 

Mr. Bartuerr. That is right. 

Mr. Cuvuporr. I think if you make it a covenant that runs with the 
land forever and ever, maybe your argument is right. But in my 
opinion it certainly would not hurt to put a covenant of 10, 15, or 20 
years at least for the length of the mortgage. How long is the mort- 
gage ¢ 

Mr. Barrierr. Twenty years, I believe. 

Mr. Cuuporr. I can’t see any 

Mr. Jonas. What if the owner should die?) What would his estate 
do with it?) What if he could not sell it to someone else who did not 
want to farm ? 

Mr. Cuuporr. They could sell it to a farmer but not anybody else. 

Mr. Mrinsuaiit. How much land does the Virgin Island Corpora- 
tion hold title to now on St. Croix? 

Mr. Bartrierr. About 4,000 acres. 

Mr. Minsuatyi. What percentage is that of the entire island? 

Mr. Barrierr. There are 52,000 acres roughly. 

Mr. Jonas. May I say one other thing on that? 

Mr. Bartierr. 56,000, I am sorry. 

Mr. Cuvporr. Mr. Jonas, I don’t think you and I ought to get into 
a debate on this thing. 

Mr. Jonas. No; we are not. I have already said there are things 
on both sides, but I think the way to correct the evil is to sell this land 
for its market value, and then let the market take care of itself. 
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Mr. Cuuporr. I think that is the real answer to the question, but 
since they sell it for $55 an acre, why it lends itself to a fraudulent 
operation if somebody wants to violate 

Mr. Barrierr. Absolutely. 

Mr. Pincus. It was stated this land was sold for $55 an acre. Now 
in the GAO report it says the land was sold at an average price of $44 
an acre. Those may be earlier sales, but has your price gone up 
recently ? 

Mr. Barrierr. No, sir. I may have perhaps used a high figure. I 
was quoting from memory and not quoting from figures. 

Mr. Morionan. Dr. Bartlett, these farms were sold to these 11 
families averaging from 65 to 105 acres—take this 105-acre one, this 
property has a value of $5,000; 100 acres at $55 an acre is $5,500. 
Dresh what you have said about the value of the land on the island 
being a thousand to two thousand dollars per acre, we certainly should 
not accept that that farm has an actual value of $105,000 plus, should 
we ¢ 

Mr. Barrierr. You mean we should not have sold it for that? 

Mr. Mottonan. No; I mean we should not accept here that the 
actual resale value of that farm is $105,000? 

Mr. Bartierr. No; it has a greater resale value. 

Mr. Motionan. Sir? 

Mr. Barrierr. Oh, of 105% I see what you mean. 

Mr. Motxonan. 105 acres at $1,000 an acre, which was the minimum 
figure you suggested as the land value, that farm would not have a 
value of $105,000 ? 

Mr. Bartierr. No; I don’t believe so, not in large acreages like 
that. You might take out a spot here that would be worth a thousand 
and the rest of it might be sold for $250 an acre. 

Mr. Mottonan. What you really mean to tell the committee is very 
select areas have a value of $1,000 or $2,000 and that is the top value? 

Mr. Bartierr. Yes. 

Mr. Motionan. It certainly does not encompass all the acreage of 
the islands? 

Mr. Barrierr. No, sir; not by any means. 

Mr. Cuuporr. Mr. Minshall? 

Mr. Minsuauu. If you know, can you tell us from deed records that 
you may have in your possession or that are available to you how the 
property is held here in the islands? Is it held by how many property 
owners and are there any especially large property owners amongst 
them ? 

Mr. Barrierr. Oh, yes; there is a number of large holders. I have 
that information. Unfortunately I don’t have it with me. Some 
years ago the Department of Agriculture, in fact when I was working 
with them, made a study of the farms of the island by acreage and I 
can give you that in detail. 

Mr. Minsuatu. Do you know from your own information were there 
any large speculative groups that came in here in the last several years 
and bought up a large acreage / 

Mr. Bartierr. Yes; there has been some rather large purchases 
within the last 2 years, of land—large acreages. 

Mr. Knox. What has been the status of this property since it has 
been purchased by the speculators ? 
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Mr. Bartterr. Some of this is just-—I know of one parcel compris- 
ing about 250 acres I would say that was in sugarcane has been com- 
pletely abandoned. Some of it is being utilized of course. Parcels of 
it are being grazed for cattle purposes. Some of it has been aban- 
doned or just held for speculative purposes. 

Mr. Knox. By the individual that purchased or is it on a rental 
basis ¢ 

Mr. Bartierr. No; it is by the individuals. They are renting it. 
In fact, we have some of that land that was aielianed under lease, for 
example. We took over come of the sugarcane land and they did not 
care to operate. They came to us and offered us a lease for so much a 
year, which we have done, in order to keep it in sugarcane, but a great 
deal of it has been abandoned also. 

Mr. Pincus. What use was being made of that land at the time it 
was purchased by these large purchasers ? 

Mr. Barrierr. Some of it was sugarcane, some of it was cattle land. 

Mr. Prncus. What I am driving at is—has it been put to nonuse as 
distinguished from use, since it has been bought by these people? 

Mr. Bartuierr. In some cases; yes. 

Mr. Pincus. In how many cases ? 

Mr. Barttetr. I would not have any figures on that. 

Mr. Cuuporr. Dr. Bartlett, I wonder if you would be kind enough to 
get the information that you have in your office concerning the ques- 
tions that Mr. Minshall asked and send them to us in Washington so we 
can make them in part of the record ? 

Mr. Bartiert. Yes, sir; I will send you a complete copy of the 
Economic Survey Report which I think will give you all of the infor- 
mation. 

(The Economic Survey Report of Family Farms is in subcommittee 
files :) 

Mr. Cuuporr. There is just one further question I would like to ask 
you. I believe we had two figures today setting forth a price per acre 
that is charged by Vicorp and financed by FHA. I think one figure 
you said was $65 an acre and the other was $44 an acre. Who deter- 
ae the price to be charged per acre to these farmers who buy this 

and ¢ 

Mr. Bartietr. The price was determined by a committee consisting 
of the Director of the Agricultural Experiment Station, a representa- 
= of the Farmers Home Administration and a representative of 

icorp. 

Mr. CuHuporr. Does it have to be approved by anybody in 
Washington ? 

Mr. Bartterr. It was approved by the Board of Directors. 

Mr. Cuuporr. Of Vicorp? 

Mr. Bartietr. Of the Corporation. 

Mr. Langan. What standards does the committee use in determin- 
ing the price to be charged for the land ? 

Mr. Barruerr. They classified the land according to its use for 
sugarcane, cattle or for other uses. Some of it was practically worth- 
a land, hilltops and so forth. Each farm was evaluated individu- 
ally. 

Mr. Jonas. May I ask a question right there? Do you have any 
specific instances that you could cite where land was sold to farmers 
at less than its real value? 
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We refer to the fact that you sold land at $55 or $44 an acre whereas 
land was selling at a very much higher price than that. You said 
coming over from the airport that some land in certain areas would 
bring a thousand or two an acre, but would we be correct in saying as 
a positive fact that you did sell the land to these farmers for farm 
purposes at a lower price than you could have obtained in the open 
market for that same land ? 

Mr. Barttert. I would say that is correct. 

Mr. Cuuporr. Mr. Lanigan ? 

Mr. Lanican. You said the land was classified as a different type. 
Then is the price set on the basis of the productivity of the land for 
agricultural purposes ? 

Mr. Barttett. That was the criterion in general. 

Mr. Lanican. To get back to the sugar operation which we were 
on a few minutes ago, could you tell us just why it is that the sugar 
mill itself under your bookkeeping is not making money, and what 
can be done and is being done to bring it on a paying basis? 

Mr. Bartietr. The mill was originally built in 1905 by the Danes. 
We still have in the mill two engines that were put in there in 1905. 
The question of metal, fatigue has come into the picture over the last 
10 years. Weare faced with the problem of epinidtinig a half a million 
dollars to replace those engines and mills with modern turbine type 
of equipment, or to try to get by with utilizing the old equipment that 
was there when the mill was purchased bead the Danish West 
Indian Co. 

I think a good example of what can happen in this sort of a setup, 
any capital improvements, substantial capital improvements, must be 
referred to the Board of Directors for approval, and then on to the 
Bureau of the Budget, and they are usually discussed before the 
Appropriations Committee of Congress. That does not mean that we 
have to have an appropriation. Congress has already appropriated 
the money, but it has been the policy not to make capital investments 
without clearing it through the various channels. 

As a result, in August or September a year ago when we took the 
engines down, we found a broken cylinder in No. 2 engine. That 
broken cylinder had to be imported as rapidly as possible in order 
to start the crop the following January, from England, at a cost of 
approximately $9,000 or nearly $10,000 by the time it was shipped 
out here, and by the time it was installed in our mill. 

I could spend $10,000 as a repair item, but I could not invest $30,000 
to buy a new turbine mill which would have been the sensible thing 
and which any businessman would have done. 

He would have taken $20,000 more and put in a turbine and he 
would have had a first-class engine and not still be working with a 
patched-up mill that was built in 1905 and with which you cannot get 
proper pressures and so forth. That situation exists throughout the 
entire mill. We can only gradually improve these things as time 
and funds permit. 

Mr. Lanigan. You say though the money has been appropriated, 
that is you have a certain fund that is available to the mill? 

Mr. Bartietr. That is right. We do not have to go back to Con- 
gress for every appropriation. As a matter of policy they have not 
left it with the President directly to say that we will spend a half- 
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million dollars tomorrow to rehabilitate the three mills and the 
factory. 

Mr. Lanitaan. Whoset that policy ? 

Mr. Bartuerr. I presume it has been set since the beginning of tlhe 
Corporation, as far as I am aware, sir. 

Mr. Laniean. Is ita policy of the congressional committee or of the 
Board of Directors of the Corporation or who is it 

Mr. Bartierr. I inherited it. I cannot tell you. I don’t know. 

Mr. Prncus. Have you ever raised a question about the policy since 
you inherited it ? 

Mr. Bartierr. Yes, sir; I have raised it before appropriation com- 
mittees nearly every time I have appeared before them. 

Mr. Pincus. Have you ever raised it before the Board of Directors 
of the Corporation ? 

Mr. Bartterr. Yes, sir. 

Mr. Pincus. What was their decision ? 

Mr. Bartierr. Their feeling is that they should have approval of 
the major capital expenditures. 

Mr. Lanitcan. What would you say is necessary to put the mill on 
a paying basis? 

Mr. Barrierr. Well, the improvements throughout the mill that 
are necessary of course would be a starter. You run into an economic 
situation of whether it is good business to do it or not. In the case 
that I mentioned, in my opinion it would certainly have been good 
business to have replaced that one engine at least. Now whether it is 
good business to replace the entire mill from stem to stern and spend 
a million and a half dollars is something that needs more vision per- 
haps than I have in relation to what is the development of these 
islands, what is the development of the whole sugarcane picture over 
the next 25 or 50 years and so forth, 

If we were sure we were going to stay in business, this is another of 
our problems, we are incorporated for only 10 years, if we knew we 
were going out of business in 1959, we would stop planting a lot of 

cane or certainly next year we would not plant cane because we are 
out of business in 1959, and there is no point in spending the money in 
1957. 

That is some of the difficulties of this type of an operation being in 
tle hands of the Government. There are certain restrictions that 
have been imposed that a businessman would not have to meet with. 

Mr. Knox. Dr. Bartlett, has there ever been any interest shown by 
private interests to purchase the sugar mill and the holdings of 
Vicorp ? 

Mr. Bartietr. We have had, I think, since I have been here, two dif- 
ferent groups come in from Louisiana to look at it, and that is as far 
as it has gone. There have been no offers made whatsoever, no fur- 
ther than just taking a look. 

Mr. Kwox. Do you see the necessity for extending the time of the 
franchise of the corporation beyond 1959? 

Mr. Bartiertr. I think it has to be extended in some form. How 
that will be I don’t know. It would depend upon the wishes of Con- 
gress. The sugarcane industry is vital to the economy of the Virgin 
Islands. A byproduct of your sugarcane industry is the manufacture 
of molasses. In turn your molasses is manufactured into rum, which 
is the basis of « very high percentage—I don’t know the figures but 
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probably 2 or 3 million dollars of your Internal Revenue tax, and 
funds that are returned, matching funds that are returned to operate 
the Virgin Islands Government. 

Without the rum and the Internal Revenue tax that comes from 
that, I am sure that our local government would be in straits for pro- 
viding funds for their normal operations. 

Mr. Cuvuporr. Since you have raised the question of rum and mo- 
lasses, what percentage of molasses is being sold to the Virgin Islands’ 
distilleries? 

Mr. Barrrerr. The entire crop is sold to the Virgin Islands’ dis- 
tilleries with the exception of approximately 30—it varies between 30 
to 40 thousand gallons a year depending on the weather which we have, 
which is sold to local cattle producers for cattle feed. 

Mr. Cuuporr. How much are you getting for molasses today ? 

Mr. Bartrerr. This past year we had a price of 5 cents per gallon 
plus a half cent delivery charge. 

Mr. Cuuporr. What is the market price of molasses? 

Mr. Bartirrr. The market price today in Puerto Rico is about 18 
cents shipside. 

Mr. Cruuporr. So actually you are making a present of the molasses 
to the local distilleries ? 

Mr. Barrierr. That is right. 

Mr. Knox. May we be informed of the type of taxes that are im- 
posed on the holdings of Vicorp? 

Mr. Barrierr. Under the law we pay taxes and all fees to the 
Virgin Islands Government in lieu—we may pay in lieu of taxes and 
fees sums into the treasury of the Virgin Islands Government as 
may be agreed upon. 

It has been the policy of the Board to pay all normal taxes and 
fees that are normally assessed against a private individual, a private 
corporation. 

Mr. Knox. What is the average tax levied per acre on sugareane 
soil? 

Mr. Barrierr. The total value last year was 815.000 on the land and 
buildines, That includes the buildings, also, of course. 

Mr. Knox. That was the gross tax? 

Mr. Bartierr. That was the gross total paid to the Virgin Islands 
Government in the form of taxes on property. We pay in addition 
excise taxes, import tax fees that run approximately six to eight 
thonsand dollars per year. 

Mr. Mrinsnarn. Doctor, you said that in your opinion you thought 
the Vicorp should be continued in some form. What w ould happen 
in your opinion if the Vicorp was discontinued completely in 1959? 
Don’t you feel that there is enough incentive for private industry 
to come in and take over? 

Mr. Barrierr. No, sir; I don’t believe that private industry could 
come in and take over the sugar mill and operate it. 

Mr. Minsnaty. Why not? 

Mr. Bartterr. I intended to explore that a little further in answer 
to Mr. Lanigan’s question, because it is part of the picture of the 
age of the mill, but also you run into the problem of volume of cane 
going through the mill and the volume ‘of sugar produe ed. 

Our mill is a small mill, particularly compared to most in Puerto 
Rico. It is not a small mill compared to many of the old mills in 
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Louisiana. However, it costs just as much to hire a chief engineer, 
2 assistant engineers, a chief electrician and su on down the line to 
produce 12,000 or 13,000 tons of sugar as it does to produce 100,000 
tons of sugar. 

The situation in Puerto Rico, for example, which I would like to 
use as an example, when I went to Puerto Rico in 1935, I believe 
there were some 68 sugar mills operating in Puerto Rico. Today the 
number has been reduced to 32, and it is predicted at least 6 of those 
will go out of business in 2 to 3 years due to the increase in wages. 

As a result you have large mills performing the operation with tre- 
mendous volume, and the uebeel cost per ton of sugar produced is 
cut considerably. 

Mr. Minsuatu. Then your feeling is that the only reason for the 
continuing of ViCorp is for the economy of the islands in general ? 

Mr. Bartierr. For the economy of the islands in general; yes, sir. 

Mr. Cuuporr. Dr. Bartlett, I would like to get back to that mo- 
lasses for a few minutes. If you sold molasses to the local distilleries 
at the market price, then you could operate your molasses operation 
at a profit; couldn’t you? 

Mr. Barrier. Molasses income is comparatively small. I think it 
represents about $50,000 this year, so that at double the price it is 
$100,000. 

Mr. Cuuporr. Let’s triple the price. 

Mr. Barrierr. Triple the price, it is $150,000. That is another 
$100,000. 

Mr. Cuuporr. We sent you from Washington $239,000 last year 
to subsidize your operations because you operate at a deficit. 

Mr. Bartiert. That is right. 

Mr. Cuuporr. If you took in another $150,000 we would not have 
to send $239,000. We would only have to send the difference between 
$239,000 and $150,000 which would be a considerable amount of 
money. 

Mr. Barrierr. That is quite true, sir. 

P ac Cuouporr. That I believe might be the answer to some of your 
eficit. 

Why do you sell the local distilleries molasses at a nickel a gallon? 
Is there a reason for it? There may be a reason for it. 

Mr. Bartuierr. Yes, sir. The Virgin Islands Company owned the 
distillery which produced Government House rum. When Congress 
incorporated and set up the Corporation, it specifically excluded the 
manufacture of rum, and we were left with a distillery on our hands, 
considerable quantities of rum, and the entire property. 

Mr. Cuuporr. But Government House Distillery operated at a 
profit. It never lost any money ; did it? 

Mr. Bartuerr. It only made money 1 year, I believe, possibly 2. 

Mr. Cuvuporr. Goon, Iam sorry I interrupted. 

Mr. Bartierr. The sale of the distillery, the contract for the sale 
of the distillery, stated that ViCorp must make available to A. H. 
Riisse Distillers Corp, 70 percent of the molasses produced. In turn 
they agree to purchase 70 percent of all the molasses. It is a two- 
way contract. We must sell, they must buy. 

The contract was written that the price of molasses would be de- 
termined in the month of December, prior to the start of the crop, as 
we speak of it, which will be starting next January, late January. 
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Last January molasses was selling in Puerto Rico at approximately 
7 cents per gallon dockside. The theory has been set up that it costs 
us a minimum of 2 cents per gallon and probably closer to 3 to trans- 
port our molasses, if we could do it at all because of our shipping 
facilities, from St. Croix to Puerto Rico, so therefore we take ap- 
proximately 2 cents off the Puerto Rican price. 

Once the price is set under the contract, there is no method set up 
whereby it can be changed during the course of the year, regardless 
of what happens to molasses prices. 

Mr. Cuuporr. I don’t follow you. Maybe I don’t understand, but 
doesn’t it cost just as much to ship molasses from Puerto Rico here 
as it would to ship molasses from Puerto Rico? 

Mr. Bartterr. Yes; exactly the same. 

Mr. Cnuporr. Why does that give you a better reason ? 

Mr. Bartiett. If we did not sell it locally, we would be faced with 
the charge of exporting it to Puerto Rico. 

Mr. Pincus. Conversely # 

Mr. Barrierr. Conversely it would cost them 2 cents more. 

Mr. Pincus. So you can figure it both ways. Why do you decide 
to figure it from the low end against the Government’s interest ? 

Mr. Bartierr. Primarily, it is not a custom I would say, but a pol- 
icy that has been set up to try to help the local economy. 

Mr. Pincus. So it was an outright subsidy then ? 

Mr. Bartierr. It amounts to a subsidy up to a point; yes, sir. 

Mr. Cuuporr. And in turn the distillery employs a certain number 
of employees who work in the distilleries? 

Mr. Bartterr. As I spoke of in the contract also, they must buy 
and we must sell, so that it is an advantage to us to be able to know 
over a period of the next 15 years that they must purchase 70 percent 
of our entire output. There was a time here when molasses was poured 
into the streams because they had no way of getting rid of it. 

Mr. Cuuporr. Isn’t it true that that haibhouted distillery employs 
the greatest percentage of native labor on the island of St. Croix? 

Mr. Bartiettr. Outside of Vicorp I expect that would be correct; 

es, sir. 
, Mr. Jonas. Who gets the profits in this—is it privately owned? 

Mr. Barrett. The distillery is privately owned; yes, sir. 

Mr. Jonas. The only profit to the Government then is in taxes, 
or the only return ? 

Mr. Bartietr. Through the internal revenue tax from the sale of 
the rum. The internal revenue tax comes back in matching funds. 

Mr. Jonas. Does this distillery qualify for tax subsidy under the 
incentive program ? 

Mr. Bartiert. I believe they have applied for it. 

Mr. Cuuvorr. Of course there is another point, too, that the Gov- 
ernment has a distillery that they would not operate, and secondly, 
there are lots of people employed to work in this distillery who would 
not ordinarily be employed. It is a question of balancing the equities. 

Mr. Barttett. I might point out that although we have not agreed 
upon a price for 1958, our asking price is in the same range as the 
present market price in Puerto Rico today, in the same proportion as 
I spoke of, of the 2 cents. 

Mr. Jonas. This is true also, isn’t it? If the price of molasses 
had gone down dockside at Puerto Rico they still would have been 
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Mr. Barrierr. They still would have been forced to hold to their 
contract. 

Mr. Jonas. It could hardly go down below a nickel, could it? 

Mr. Bartierr. It has been down to a penny or 2 pennies many times. 

Mr. Pincus. Mr. Chairman, can I ask one question? As long as 
the question of the continuance of Vicorp has come up, apart from 
the question of transfer to private industry of some of these functions, 
why is it absolutely necessary to have a separate administrative organ- 
ization such as Vicorp also more or less under the Department of the 
Interior? 

Mr. Bartierr. No, we are not under the Department of the Interior. 

Mr. Pincus. I understand the Secretary of the Interior has been 
designated by the President to exercise administrative supervision. 

Mr. Barrier. Yes, that is right, but our policies are made by the 
Board of Directors. 

Mr. Pincus. Why is that necessary any more in this case than say 
in the case of the Department of the Interior operating and produc- 
ing helium on a commercial basis? Is there any reason why you 
have to support a board of directors and all of the paraphernalia 
that goes with that? 

Mr. Bartietrr. That was the prerogative of the Congress when they 
set up the Corporation. 

Mr. Pincus. I realize that. I am just asking your opinion whether 
from the viewpoint of economy and efficiency some money might be 
saved by eliminating perhaps some of this surplus administrative 
organization. 

Mr. Bartietr. We have 4 Board meetings a year, 1 of which is in 
the Virgin Islands. I do not have a figure as to what the costs are 
to the Government, the expense of the Board of Directors that is, but 
it must be comparatively small. 

I would, just as a guess, say it is less than a thousand dollars. I 
have certainly profited and I think the Corporation has profited from 
the wisdom and the thinking of men such as Secretary Seaton, Secre- 
tary McKay, Secretary Benson, and various other members of the 
Board, who have been able to contribute tremendously to making 
policy. 

Mr. Pincus. I am not questioning that, but in the case of the helium 
facilities, for example, they now have an Assistant Director. Sup- 
pose you were in that same position like he is in the Bureau of Mines, 
you still have your access to Department of Interior. Is there any- 
thing special that this Board of Directors and your present organi- 
zation brings to you that would not be offset by increased economies? 
Suppose you did not have to wait for a Board meeting. Suppose 
you were the manager instead of the president of the Corporation. 

Mr. Barttert. It could be worked that way. I feel the present sys- 
tem is highly satisfactory and in view of the small cost of it I would 
be hesitant to recommend any change. 

Mr. Cuuporr. Where do you hold your other three meetings ? 

Mr. Bartierr. In Washington. 

Mr. Cuuporr. In other words, the Directors go to Washington? 

Mr. Bartierr. Of course, many of them are stationed there. The 
members of the Board are the Secretary of the Interior, Secretary of 
Agriculture, Assistant Secretary of the Treasury, Governor of the 
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Virgin Islands, and 3 businessmen appointed by the President, 1 
of whom must reside in the Virgin Islands. 

Mr. Cuuporr. The other meeting they come down here? 

Mr. Bartrierr. One meeting a year is required to be held in the 
Virgin Islands. 

Mr. Prncus. Can you point specifically to any benefit that you 
derive from the present setup in economies and efficiencies? 

Mr. Bartuerr. Indirectly a great deal. 

Mr. Pincus. You mean from consultation ? 

Mr. Bartterr. Consultation. 

Mr. Pincus. Any other way? 

Mr. Barrierr. No, I can think of no other way. 

Mr. Cuvporr. Mr. Knox? 

Mr. Knox. Dr. Bartlett, through your experience with Vicorp, 
did the Corporation operate the distillery ¢ 

Mr. Bartierr. No. 

Mr. Knox. At notime? 

Mr. Barrterr. At no time. 

Mr. Knox. Did they ever before you came into the Corporation? 

Mr. Bartierr. Did they operate the distillery ? 

Mr. Knox. Yes. 

Mr. Barrierr. The Corporation never operated the distillery. 

Mr. Knox. Who operated the distillery prior to the Government 
selling the distillery ? 

Mr. Bartierr. The Virgin Islands Co. 

Mr. Knox. Who were the Virgin Islands Co. ? 

Mr. Bartierr. That was an outgrowth of a public works project. 
I believe they had 3 stockholders, the Governor, the Secretary of 
Interior, and 1 other man. 

Mr. Knox. The Government did have the interest ? 

Mr. Barrterr. Oh, yes; the Government supported it and made up 
the losses; oh, yes. It was a Government operation. 

Mr. Kwox. Did I understand you to say “made up the losses”? 

Mr. Barrtterr. Yes, sir. 

Mr. Knox. Had it always shown a loss? 

Mr. Bartierr. With the exception of 2 years, once during the war 
years when they sold a good deal of Government House rum, and 
T think the following year. 

Mr. Crvporr. Will you yield there? I just want to get the record 
straight. Yousaid 1 year? 

Mr. Barruert. I believe there were 2 years. I do not have that 
information readily available to me. That goes back to about 1939 
or 1940, in that vie inity, I believe. 

Mr. Knox. Since private interests now operate the distillery to your 
knowledge, do they make a profit ? 

Mr. Bartterr. I presume they do. 

Mr. Knox. Some few moments ago you stated it would be impossi- 
ble for private interests to operate the sugar industry here at a profit, 
did you not ? 

Mr. Bartrerr. I think it would be difficult for private interests to 
operate the sugar mill at a profit. Possibly with an integrated opera- 
tion of the mill and the fields, it could be made to pay. 

Mr. Knox. Your report for 1956 shows that you had an administra- 
tive overhead and taxes, a deficit of $716,980.10 ? 
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Mr. Bartierr. May I have the page you are on? 

Mr. Knox. Yes, page2. Isthat correct? 

Mr. Barter. Yes, I follow you now. 

Mr. Knox. If private interests could operate the distillery at a 
— why should they not be able to operate the sugar industry at a 
proht 

Mr. Bartuztr. Primarily the fact that I brought out earlier, of 
volume, the small volume involved. 

Mr. Jonas. In other words, you don’t have any trouble selling rum 
but there is a lot of trouble in marketing sugar? 

Mr. Bartietr. No trouble in marketing sugar. 

Mr. Jonas. I mean with quotas? 

Mr. Bartietr. With quotas. You of course run into restrictions 
under the quotas, and your prices are fixed by the Department of Agri- 
culture, and at least throughout this year every time the price has 
reached $6.25 or $6.50, as they did the other day, they open up another 
100,000 tons of quota so as to keep the price down. Sugar is one com- 
modity that has probably not kept pace at all with the general rise in 
the cost of living. 

Mr. Knox. You are not of the opinion, are you, that Government 
can operate a business more economically than private interests? 

Mr. Bartuett. No, sir. The point I was making was exactly the 
point that they could not operate as economically. 

Mr. Knox. You show a deficit of some $232,000 in your operation 
in ge which is approximately $85,000 less than what you lost in 
1955 

Mr. Barttetr. Plus the fact, as I pointed out, there was an increase 
in the interest rate of $67,000, over which we have no control whatso- 
ever. 

The Treasury sets an interest rate on the money which we borrow 
each year. 

Mr. Knox. You are paying 1 percent in 1956? 

Mr. Bartuett. No, sir; we are paying 214, I believe, and it has gone 
up this year to 214. 

Mr. Knox. Would you be of the opinion that if the Government 
should decide to dispose of their interest in the sugar operations, 
that there would be some interest shown by private interests in the 
purchase of it ? 

Mr. Bartuett. As I say, I have only in my 3 years here—I think 
there have been only 2 people who have evidenced any interest what- 
soever that came here from Louisiana, and there has been no followup 
on their interest. 

Mr. Knox. Don’t you think that the economy of the islands would 
improve if private interests had control of the sugar industry ? 

r. Bartietr. It would probably be a more efficient operation, if it 
could be operated by private interests. 

Mr. Knox. Wouldn’t it be a fact that they would pay income tax 
upon their earnings? 

Mr. Bartierr. Oh, yes. 

Mr. Knox. And that the islands would receive back a normal 75 
percent ¢ 

Mr. Bartietr. Yes, sir. 

Mr. Cuuporr. That is, provided they made a profit ? 
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Mr. Bartierr. Provided they made a profit. 

Mr. Knox. We assume they would make a profit. 

Mr. Cuuporr. Of course anybody that makes a profit pays the 
Government income tax. 

Mr. Knox. Mr. Chairman, what I am trying to determine is as to 
the justification for the Government to continue operations on the 
island. There are certainly some obligations upon private interests 
if they locate here and operate a business, that they must meet the 
same requirements as anyone in the States meets as far as their income 
tax is concerned. But the provisions of the law provide for the 
return of the income tax to the Virgin Islands. We are speaking of 
the economy of the islands. 

Mr. Cuuporr. I agree with you, Mr. Knox, that what you say is 
true and certainly I would like to see that happen, and I think we 
can go a step further. Every time the Government got in some busi- 
ness down here they very seldom made a profit. They went into the 
hotel business for a while on St. Thomas and I think operated a hotel 
called Bluebeard’s Castle. Then they sold it to the private operators, 
and I am informed that they are operating at a profit, so ches is & 
case of a hotel business. Whether that would operate in sugarcane 
operation, I don’t know. 

Mr. Bartlett seems to feel that because of such a small operation 
they possibly would not make a profit. That is a matter if you could 
get a group of individuals brave paren to buy the plantation and put 
In modern equipment maybe they would make a profit and pay income 
tax and instead of sending you $200,000 a year, we would get the 
money. 

Mr. Minsuatu. Mr. Chairman, I think Dr. Bartlett said just the 
reverse. He said as an integrated proposition they probably would 
make a profit, isn’t that correct ? 

Mr. Bartierr. Yes; I said I thought they could make a profit. 

Mr. Cuuporr. Let’s get that straightened out in the record. Say 
it over again. 

Mr. Bartterr. I made the statement that Mr. Minshall has just 
said, an integrated operation. In fact, one of the parties that came 
here—this bears on some of the discussion—said they would be very 
much interested in buying it provided they could own the distillery 
to go along with it and had the supply of molasses. 

Mr. Cuvuporr. But you can’t sell them the distillery ? 

Mr. Bartietr. We do not own the distillery, so we can’t sell it. I 
am speaking of an integrated operation whereby you could use all of 
the byproducts to the best advantage. 

Mr. Cuuporr. That is like somebody coming down here saying they 
would plant corn, tomatoes, and everything else if you could assure 
them of the customers to use the product. 

Mr. Barttetr. That is correct. 

Mr. Motionan. Mr. Bartlett, do you know whether or not the dis- 
tillers have used all the molasses they have purchased in the distilling 
operations ? 

Mr. Bartietr. They have used it all to my knowledge. 

Mr. Motxonan. What have they done? Have they moved it on to 
the open market or do they have it in storage ? 

Mr. Bartietr. They have the rum in storage. 
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Mr. Motionan. I mean the molasses? 

Mr. Bartietr. They manufacture the rum immediately right here 
in the islands from the molasses. 

Mr. Motionan. In other words, they have used all of the molasses 
that they have purchased from you at 5 cents a gallon, they have 
used that molasses ? 

Mr. Bartiert. For the manufacture of rum. 

Mr. Motionan. And they have not sold any out on the open 
market ? 

Mr. Barrtert. No, sir. 

Mr. Knox. Mr. Bartlett, to go 1 step further on the question of the 
$760,000, it is set up in 3 different categories. Do you have figures 
on overhead ? 

Mr. Bartterr. Yes. Broken out, you mean? 

Mr. Knox. Yes. 

Mr. Bartierr. Yes: we have a limitation on overhead of $160,000. 
That is a congressional limitation. 

Mr. Knox. Of $160,000. And I believe you said before that your 
taxes involved about $15,000? 

Mr. Bartierr. Yes. 

Mr. Knox. Then it is estimated that the administrative cost here 
is rather excessive, is it not? 

Mr. Bartuerr. Not in view of a Government operation, I would say 
not, sir. We have all of the usual reports on personnel, and so forth, 
that have to be made up. 

Mr. Kwox. I understand that. 

Mr. Bartierr. That an ordinary business would not make up. 

Mr. Knox. So you could expect that if a private interest was 
operating the sugar industry here on the island that their adminis- 
trative costs would be considerably less? 

Mr. Bartiert. I would say it might be cut to approximately half of 
ours. I would say, it might be possible to do it. 

Mr. Knox. And that would be possible by $250,000 to $275,000? 

Mr. Barrierr. I am sorry; I did not follow your figuring there. 

Mr. Knox. Actually according to the figures that you have given 
me, the administrative costs here involved run about $500 million ? 

Mr. Bartierr. Of course, when I was speaking of administrative 
costs, I was speaking strictly of the salaries of the administrative 
officers, the president, the comptroller, and our clerical staff. 

For instance, our engineers and our planters, field superintendents, 
and so forth, are not included in this $160,000. The $160,000 limita- 
tion is strictly on the office side. 

Mr. Knox. How do engineers and operators become administrative 
officers ? 

Mr. Bartietr. They are not administrative. 

Mr. Kwox. I believe you have them classified under administrative. 

Mr. Barruerr. I beg your pardon? 

Mr. Kwox. Do you have them classified under administrative? 

Mr. Bartiert. No, sir. They are in the individual operations. 
They are charged back against the individual operations. You will 
find it broken out in more detail. 

Mr. Knox. Overhead $160,000, taxes $15,000. which leaves better 
than a half million dollars of administrative ? 
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Mr. Bartiertr. Of course, that includes labor actually in that figure. 

Mr. Knox. What do your expenses include then ? 

Mr. Bartuerr. Those are the entire expenses of the corporation 
there, that $716,000. That is every penny that was paid out in 1956 
to ever ybody. The figure above is your income. 

Mr. Knox. Does that not involve the employees that are involved 
here in the sugar industry ? 

Mr. Bartterr. It involves the employees; oh, yes. 

Mr. Knox. How can your employees be involved in the expense of 
the operation and also in the administrative ? 

Mr. Bartierr. Let me see if I can straighten you out on this. If 
you take the individual operations perhaps, for ‘example on page 4, 
it may help to explain this a little bit. There we start with our in- 
come from the sale of the cane, other sales. Then we get into the 
growing and harvesting expenses, and there you have what we speak 
of as the overhead charge with a total expense against income paid 
for the cane, showing a profit then in that particular operation of 
$53,000. 

Now we come on down to where we get into processing, which is 
under sugar. Your income was $1,565,000 from the sale of sugar. 
Your expenses were $1,922,000, and you show a loss then of $357,000, 
or a total loss in the sugar operations of that amount. 

The next operation that we break out is our power operations, which 
shows you a profit, overall profit, of $84,000. 

Then there are a number of smaller miscellaneous operations which 
showed a loss of $13,000 during the yea 

Then in addition—well, the grant funds do not come into this. 
Then you have the overall overhead charge of $160,000 wah comes 
in. That all makes up this figure which you see on page 2, all of 
those individual figures are totaled to make up your figure on page 2. 

I would like to say for the record, Mr. Chairman, that our esti- 
mated losses for this coming fiscal year—that is, at the present time 
are something under $100,000, and possibly as low as $50,000 as our 
lowest figure. We expect to put it down to somewhere in that 
vicinity. 

Mr. Jonas. Can you tell us why, when the present Corporation was 
set up, the restriction was placed in the charter prohibiting the oper- 
ation of the distillery when that prohibition was not in the former 
charter of the company ? 

Mr. Barrett. No, sir, I could not tell you. 

Mr. Jonas. Did you ever inquire? 

Mr. Bartierr. I understand that there were certain Congressmen 
who objected to the Government being in the rum business. That is 
the only explanation I have. 

Mr. Jonas. They did not object to it being in it from 1935 to 1949. 


That forced you to dispose of the distillery w vhich in effect has created 
this situation ? 


Mr. Bartuert. In part. 

Mr. Cuuporr. Mr. Lanigan ? 

Mr. Lanican. I just want to ask you a question on this problem of 
a possibility of disposing of the sugarcane operations to some private 
operation. When you say a private operation can operate profitably, 
are you considering they would pay you for the land some agricultural 
value or the current market prices of the land ? 
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— Bartierr. They would have to buy it at the agricultural 
value. 

Mr. Laniean. In other words, as far as current market prices are 
going, the Government would have to subsidize such an operation 
starting in, in order to be successful ? 

Mr. Bartierr. In a sense they would be subsidizing by selling at a 
price lower than perhaps what normal land values would bring. Of 
course you are dealing in a tremendously large acreage. A man that 
is buying an acre or two is willing to pay a lot more per acre than 
someone buying 4,000 acres or 400. 

Again the purchase would be of a nature entirely different than 
the average run of sales here for land for a site to build a house 
on. 
Mr. Lanican. Suppose you took the land of the company and sold 
it in small acreages to whoever would buy it. Would you say that 
you could get a lot more, regardless of the purpose for which they 
used it, would you say you could get considerably more for it selling 
it in small parcels than you could in one large parcel ? 

Mr. Barttetr. Certainly. 

Mr. Laniean. Then why would you sell it on one large parcel? 

Mr. Barrttert. I did not advocate selling it in one large parcel. 

Mr. Cuuporr. Are there any further questions? 

Mr. Motionan. Dr. Bartlett, on page 3 you make some references 
to the power operation, the increase in income for 1956 over 1955. 
Who are your largest purchasers of power? 

Mr. Barrietr. At the present time I would say that the hotels are 
by far the largest users. 

Mr. Motionan. Who is the largest single purchaser of power on 
the island, either one or both islands? 

Mr. Barttett. In the Virgin Islands I think it would be the Virgin 
Isle Hotel. 

Mr. Motionan. What is the amount of their bill here? 

Mr. Barttert. I could not tell you sir. My power manager is here, 
and he could answer the question for you. No, I am sorry, he is not 
here. 

Mr. Motitonan. Then the Virgin Isle Hotel is the largest purchaser 
of power on either island ? 

Mr. Bartterr. I believe so. The distillery will become one of the 
largest purchasers once they get into full operation. 

Mr. Mottonan. On page 4 you made some reference here to the 
raising of the level of the water table by recent construction of dams. 
Have there been any real studies made by the Geological Survey on 
that to establish that? 

Mr. Bartierttr. No, sir; unfortunately, there was none made at the 
inception of the program, and we have nothing to go back to to deter- 
mine what it was then as compared to what it is now. We only have 
the evidence of many individuals, farmers who come to us and who 
we know from contact and experience that there are wells that had 
not produced for several years that are now giving water. 

Others are producing more water and not tending to dry up during 
the dry season. Others are finding water at a much higher level than 
they ever found it before. 





5 
} 
[ 





id 


ig 


in 


weg rAm 


ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 29 


Mr. Motionan. That would be really very positive evidence of it? 

Mr. Bartierr. There is certainly a good deal of circumstantial 
evidence. 

Mr. Mortonan. There has been no general increase in the rainfall 
here ? 

Mr. Barttetr. No, sir. 

Mr. Motionan. I understand there used to be quite an industry here 
with reference to the sawmill operations and dealing in mahogany. 
I notice also that you in your statement say that in the past year you 
planted 14,000 mahogany trees. What is the time necessary to elapse 
from the date of the planting the mahogany seedling until it is large 
enough to harvest it? 

Mr. Bartietr. Twenty-five to thirty years. 

Mr. Motionan. Was there any appreciable amount of planting 
prior to this program that you made reference to here? 

Mr. Bartierr. Next to nothing. 

Mr. Morranan. This was then the first real effort ? 

Mr. Bartierr. I think they did have a similar program some years 
ago, but it faltered and fell by the wayside. It has not been a con- 
tinuing program. This was started 2 years ago, this particular 
program. 

Mr. Motianan. I think you mentioned to me coming down in the 
car a few minutes ago that the growing of cattle on at least one planta- 
tion here had proved to be satisfactory and desirable from a price or 
profit operation ? 

Mr. Bartiettr. I think that is true of the cattle industry in general. 

Mr. MortiaHan. What is the average price of beef cattle? 

Mr. Bartierr. They try to get here a price of 13 cents as an average. 

It has dropped as low as 11 “and it has been as high as 14, 

Mr. Motxouan. This 13 cents is their average grade of cattle? 

Mr. Bartierr. I would say that is a fair average price to place on 
them. 

Mr. Mottonan. Has the average cattle been the result of breeding 
and production experiments ? 

Mr. Bartietr. In many cases it is a better grade of cattle and in 
others just the run-of-the-mill native cattle. 

. oe MotitouHan. What percentage of your cattle are used here 
ocally ? 

Mr. B ARTLETT. A very small percentage, probably not more than 5 
to 10 percent of the total production. 

Mr. Mottonan. That would suggest that the Virgin Islanders are 
not necessarily meat eaters? 

Mr. Barttert. Yes, but the population is only 12,000 here on St. 
Croix, for example. 

Mr. Mottonan. You must have a greater production of cattle here 
on the island than I really thought. 

Mr. Bartuert. I think our cattle population will run 11,000 animals, 
something in that vicinity. 

Mr. Mottonan. I notice that in the middle of page 5 you have refer- 
ence to a total of 18 applications were received for loans, of which 
12 were approved. 

Do you have any statement there before you of the amounts of those 
loans or could you tell us from your recollection what the amounts 
of those loan requests were? 
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Mr. Barrierr. I think perhaps you would like to make this part 
of the record. This is a complete statement of all the loans applied 
for, both agricultural and edastitel-sthey are separate—since 1950. 

Mr. Pertman. Have you additional copies? 

Mr. Bartterr. That is all we have. 

Mr. Motionan. Then this year you only had one application, St. 
Croix Sugar Cane Limited, for $7,500, and that was approved ? 

Mr. Barrterr. You are speaking of agricultural loans? 

Mr. Motown. Yes, that is what I have. 

Mr. Bartietr. The agricultural loans from the small farmers aver- 
age about 40 per year, that is in this top group. They are small 
loans. 

Mr. Moxtionan. The 18 applications you were referring to then 
were more or less commercial-type loans; is that right? 

Mr. Bartierr. Yes. They are on this other list. That was the total, 
commercial and agricultural. 

Mr. Motxtonan. What factor is given first consideration in deter- 
mining eligibility for a loan? 

Mr. Bartterr. In the case of agricultural loans, it is based entirely 
or almost entirely upon the crop “and past production records of the 
individual on that particular land. For example, we have records as 
to what we can expect to produce in that area. 

Mr. MotioHan. I was particularly interested, Doctor, in the field 
that you and I discussed a while ago as being one of the two fields 
where we could expect some land values to be used productively and 
profitably, and that is for tourism ? 

Mr. Bartierr. That would come under our industrial and com- 
mercial loans. 

Mr. Motionan. Aren’t those the 18 that you referred to? 

Mr. Bartietr. No. 

Mr. Motown. Let’s confine ourselves then to strictly commercial 
loans. 

Mr. Bartietr. There were only six commercial loans during the 
fiscal year I believe. 

Mr. Motiowan. What is your first factor in considering a loan, 
whether or not a loan is eligible? 

Mr. Bartierr. A commercial loan? 

Mr. Motionan. Yes. 

Mr. Barrierr. The business background of the individual, his past 
experience, and the business or enterprise that he proposes to under- 
take, his financial condition at the present time and what equity he is 
able to show us in connection with m: iking the loan; either what he 
plans to do with it, construct with it and so forth, or what he already 
has that would tend to protect our interests. 

Mr. Motionan. Suppose he has all of those and commercial banks 
have other criteria that they consider? It may be that a suggested 
borrower might meet. all of these requirements that you have men- 
tioned. Now what would be other factors that might cause you to 
disapprove a loan ? 

Mr. Bartierr. No other factors that I know of. 

Mr. Mortionan. In other words, you would say that if the person 
had experience in the field and had equity and showed ability to con- 
duct a business, those are the three factors which yoa would consider? 

Mr. Bartiettr. Those are the three primary factors we consider. 
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Mr. MotitoHan. On those three bases you would approve or disap- 
prove the loan ? 

Mr. Bartierr. I would like to make this point. Under the policies 
of the Corporation, we have authority on the local level, we have our 
local Joan committee as we speak of it which consists of the President 
of the Corporation, the comptroller and the assistant to the comp- 
troller. We are limited to making loans of $10,000. Any loan above 
$10,000 must be referred to the full Board of Directors for puyearst 

Mr. Mor1oHAn. Do you vote on that loan before it goes to the full 
Board 

Mr. Barrierr. We simply check it through to see that it meets the 
standards. 

Mr. MotionAn. Do you make a recommendation on that as to the 
loan committees ? 

Mr. Barrierr. Not a recommendation of approval or disapproval 
but merely that it has met the criterions we have set up. 

Mr. Morionan. For the sole reason it exceeds the amount that you 
are authorized to act upon. 

Mr. Bartierr. That is right. 

Mr. Knox. On the question of the loans, Doctor, I note that St. 
Croix sugarcane industries, they have had three loans, January 1954, 
January 1955, and January 1956. What was the purpose for granting 
the loan ? 

Mr. Barrietrr. For expansion of their sugarcane plantings. 

Mr. Knox. Did they pay off the second loan ? 

Mr. Barrierr. Both the first and second have been paid off. The 
third will be paid off against the crop. As the crop comes in we 
deduct from the amount due them in relation to the amount of the 
Joan. 

Mr. Jonas. What has your experience been with your loans? 

Mr. Bartierr. Excellent. 

Mr. Jonas. Have you lost any, charged off anything? 

Mr. Barttiert. As of this date we have lost $78.50, I believe, and I 
am not sure that some of that has not been recovered. 

Mr. Jonas. Do you receive any objections from the two banks that 
operate in the islands? 

Mr. Bartierr. No,sir. They are not in a position to make agricul- 
tural loans whatsoever. ‘They make no agricultural or crop loans 

Mr. Jonas. Why? 

Mr. Bartietr. Again just a policy as far as I am aware. 

Mr. Jonas. There is no legal limitation ? 

Mr. Barrierr. As far as I know, there are no legal restrictions 
why they could not. A great many agricultural loans are made 
through the Farmers’ Home Administration. Whenever we can turn 
a loan over to Farmers’ Home Administration, we do that. 

Mr. Jonas. FHA is very active here then ? 

Mr. Bartierr. Quite active. They have a man permanently sta- 
tioned here. 

Mr. Jonas. They make a lot of crop loans? 

Mr. Bartrerr. Crop loans, that is right, against cane. 

Mr. Jonas. I don’t see any reason why a bank could not do that 
if it wanted to. 

Mr. Bartierr. No reason whatsoever if they wanted to. 
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Mr. Jonas. Do you know what the limitation is—lending limitation 
of the two banks ? 

Mr. Bartuetr. I understand it is $30,000. 

Mr. Jonas. For which bank? 

Mr. Bartterr. For both banks I believe. 

Mr. Jonas. It is based on capitalization. We have a banker in 
the audience. Maybe he could supply that at this point in the record 
if you would not mind, Mr. Chairman. 

Mr. Cuvporr. I have no objection. 

Mr. Silverman, do you want to act as adviser to the committee? 
Do you want to act as our expert? 

Mr. Strverman. Our bank does make agricultural loans. Our capi- 
talization is the capitalization of other banks. We are limited under 
the National Banking Act to loan not in excess of 10 percent of capi- 
talization but we have been able to handle larger loans through par- 
ticipation with our corresponding banks in the States. 

Mr. Jonas. Do you ever make participation loans? 

Mr. Bartietr. We have not made any participation loans; no, sir. 

Mr. Jonas. Are you authorized to do so? 

Mr. Barttert. Yes, sir. 

Mr. Jonas. Can you participate in loans with banks? 

Mr. Bartiett. Yes, sir. 

Mr. Jonas. You never have done that ? 

Mr. Bartuerr. We never have done so, that is correct. 

Mr. Motxionan. One further question. Does this statement you 
have just given us, Doctor, beginning with those loan applications 
that were filed with you on September 11, 1950, does that include 
all of the loans applications that have been presented to you since 
September 11, 1950? 

Mr. Bartiert. That is right. 

Mr. Jonas. Even though they might have been withdrawn ? 

Mr. Barrier. That is right. It shows approved, disapproved, and 
withdrawn over here. That is every application that is in our records; 
yes, sir. 

Mr. Lanican. How much money do you have available to make 
agricultural loans and how much money do you have available to 
make industrial loans? 

Mr. Bartuetr. There is no differentiation. We have a total authori- 
zation of $575,000. 

Mr. Laniean. And is that money available presently ? 

Mr. Bartetr. No. Presently we have outstanding loans of $209,510 
and pending loans of $135,000, a total of roughly $350,000. 

Mr. Ciruporr. Are there any further questions by any members of 
the subcommittee ? 

Mr. Pincus. Mr. Bartlett, in between the meetings of the Board 
of Directors, whom do you call in Washington when you have any 
business matters to take up on behalf of the Corporation? 

Mr. Bartietr. Usually—well, it depends on what the business is. 
It may be the Secretary of the Treasury, the Assistant Secretary, if it 
is in connection with loans; Mr. Lausi, if it is in connection with some 
Interior request for information or budgets or that type of material. 


Mr. Pincus. But your budget goes up to the Department of the 
Interior; does it ! 
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Mr. Bartiett. Yes, our budget goes up through the Department. 

Mr. Pincus. To Mr. Lausi in the Office of Territories ? 

Mr. Jonas. May I ask a question ? 

Mr. Cuuporr. Surely. 

Mr. Jonas. I see you have made two loans, one to the St. Croix 
Power Authority and one to the St. Thomas Power Authority, over 
the years. Are those authorities still operating ? 

Mr. Bartiert. No, sir. 

Mr. Jonas. They are out of existence? 

Mr. Bartietr. They are out of existence. 

Mr. Jonas. That is the reason why you are in the power businesss? 

Mr. Bartierr. That is right. 

Mr. Jonas. Neither island now has a power authority ? 

Mr. Bartierr. No, it is all under the Virgin Islands alae 

Mr. Laniean. In your report, you mentioned these various dams 
that you have built. Is Vicorp the agency for building SCS dams in 
the Virgin Islands? 

Mr. Bartiett. Yes, sir. 

Mr. Lani@an. Is there any other agency which builds SCS dams? 

Mr. Bartierr. No, sir. 

Mr. Laniean. You build them all? 

Mr. Barrierr. That is correct. I have here, sir, as you requested, 
the list of the dams which have been built. 

Mr. LanieAn. I noticed also, I believe it was in your report, that 
you spoke of applicants for dams. Just how does the dam program 
operate? Could you tell us that briefly ? 

Mr. Barriert. Yes, sir. For an individual farmer to be eligible 
for the construction of a dam, he must have an approved Soil Con- 
servation Service farm plan. 

That farm plan has been laid out by the soil-conservation techni- 
cians and calls for the various land usages, and in those areas where 
a pond is feasible, where they have determined engineeringwise that 
it is feasible, they will include a pond site on the farm plan. 

We then have an application form which the farmer files with us 
for the construction of that dam. The applications are again sur- 
veyed by the technicians of the Soil Conservation Service who give 
us information as to the amount of earth to be moved, the estimated 
size of the dam, and any pertinent factors as to soil types and so 
forth which will be of interest in the construction. 

The information and those applications are then referred to the 
district soil conservation board, which is a board of local farmers 
who then determine the priorities by which we will undertake con- 
struction. 

Mr. Lanican. Do the people on whose land you build these dams 
contribute any money or equipment or labor toward the building of 
the dam ? 

Mr. Barrierr. Generally speaking, no. If there has been any ex- 
tensive concrete work, we have had cases where we have asked them 
to contribute where there was special work that had to be done be- 
cause of their particular locale and type of terrain. 

Ordinarily though we build the entire dam free of charge. They 
are required to maintain it, to grass the spillways and to grass the 


bank. 
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Mr. Lantean. Is there any requirement that the water in the dams 
be used for agricultural purposes? 

Mr. Barrett. No, sir. 

Mr. Laniean. Is it possible for, say, a hotel to have a dam built? 

Mr. Barrierr. We have never specifically built a dam for a hotel. 
We have a case here in the island where we built a dam in connection 
with a hotel operation and a cattle operation. The dam proved to 
be one of the most successful dams that we have built from the stand- 
point that it has never even dropped—I think the water level prob- 
ably has never dropped more than a foot since the dam has been built. 

The man who operates the hotel decided to put in a pump system 
to operate his hotel facilities, and he has operated that for more than 
a year without any apparent effect on the water level or on the dam 
in any way. 

The Soil Conservation District Board several meetings ago took the 
attitude that more of this type of dam perhaps should be built to 
develop the overall economy of the islands. 

In other words, that they should be built to help people other than 
farmers if there was a good sound reason for doing so. 

Mr. Kwox. This is a private operation as far as the hotel is con- 
cerned ? 

Mr. Bartierr. Yes, private operation. 

Mr. Kwox. Do they pay any fee for the water that is extracted 
from the dam? 

Mr. Barttert. No,sir. It ison their own property. 

Mr. Cuuporr. That hotel is only on St. Croix. You have not 
tried that on St. Thomas? 

Mr. Bartierr. No, sir. We did not try it. It just came about 
really. 

Mr. Cuuporr. You mean the owner bought himself some cattle 
and experimented ? 

Mr. Bartierr. No; he was always in the cattle business long be- 
fore he went in the hotel business. 

Mr. Cuvuporr. Theoretically his business in his cattle proved to be 
so successful he decided to pump water for his hotel operation ? 

Mr. Bartierr. That is correct. 

Mr. Cuvporr. You are trying to help tourism? 

Mr. Bartiettr. That is correct. 

Mr. Motionan. Have you built any dams at all on St. Thomas? 

Mr. Bartiert. Yes, sir. The list is there in the list I gave you, St. 
Thomas and St. John, both. There isa separate list. 

Mr. Lantcan. Have you had other requests as a result of the suc- 
cess of that dam, have you had any requests from other hotel owners 
to have dams built? 

Mr. Bartiettr. Yes, sir; we have a request from a hotel as St. Croix 
By the Sea, for such a dam. 

Mr. Lanican. Has that been approved ? 

Mr. Bartiett. Yes, sir, it was approved by the Board and has an 
established construction priority. 

Mr. Lanican. I notice in the audit report of the General Account- 
ing Office for fiscal year 1955, it says that during the year $57,000 was 
expended on dam building activities including $24,000 on the. con- 
struction of one earth-filled dam on one of the largest estates in St. 
Croix. 
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Construction of this dam was approved in fiscal year 1954 at an esti- 
mated cost of $3,542, and August 31, 1955, the dam was near com- 
pletion with costs totaling $36,143. ; : 

Could you tell us how the construction estimate of that dam in- 
creased 12 times? 

Mr. Bartierr. Well, we have no facilities nor does the Soil Con- 
servation have any facilities whatsoever for making soil borings, and 
when we got into this particular dam that you are speaking of, we 
ran into a situation where we had to go down many, many more feet 
than we originally or normally would expect to get to the core and to 
hard rock. 

As a result of that plus tne complicating factor of many under- 
ground springs which we had no knowledge of that continually kept 
filling up the dam and causing us all sorts of problems, resulted in 
this increase in cost. 

Mr. Lanican. If that is an earth-filled dam why did you have to go 
down to bedrock ? 

Mr. Barrierr. That is the way they are constructed. 

Mr. Lanican. You mean you go clear down to bedrock and then 
fiill it in with earth ? 

Mr. Bartietr. Then fill it back again. 

Mr. Lanican. Does that particular dam have any concrete in it? 

Mr. Bartterr. No, sir; I do not think it has except in the trickle 
pipe. We also put in the trickle pipe. 

Mr. Lanican. That was one that the Soil Conservation Service 
paid for, is that right? 

Mr. Bartiertr. No. 

Mr. Lantean. Or the Vicorp paid for? 

Mr. Bartierr. There was a grant from the Congress. 

Mr. Lanican. And what percentage of the money available was 
used on this one particular dam for that year, do you recall ? 

Mr. Bartierr. That would be roughly two-thirds. 

Mr. Lanican. Two-thirds of the money available used on one dam ? 
I see. Could you identify that dam on the list? 

Mr. Barrietr. Estate River. 

Mr. Laniean. Which island is that? 

Mr. Barttert. St. Croix. 

Mr. Mottonan. You mean Salt River? 

Mr. Bartierr. No. No. 2, under July 1, 1955. 

Mr. Laniean. That is the 15-million-gallon capacity dam. 

Mr. Prncus. Owned by Mr. Ward Canaday, is that right? 

Mr. Bartierr. Yes. 

Mr. Pincus. You also built him a 30-million gallon dam. Can I 
ask there whether you have any figures indicating the total acreage 
holdings of the beneficiaries of these dams that have been constructed ? 

Mr. Barriertr. No, sir. 

Mr. Pincus. Have many of these dams been constructed for the 
benefit of the 827 acres that were listed as having been sold under the 
FHA program? 

Mr. Bartuerr. Yes, sir. 

Mr. Pincus. Where are they shown? Are they on this list? 

Mr. Bartierr. Yes, they are on the list. 

Mr. Prycus. I think it would be interesting to have the list showing 
the acreage held by the people for whom these dams were constructed. 
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Mr. Cuuporr. You can get that for us, can’t you? 

Mr. Bartierr. Yes, if you would like to have it. Actually the acre- 
age of the person involved on whose land the dam was built is of 
relatively little or no importance. The importance is to the man down 
the stream who benefits from the slow seepage all the way down to the 
sea. He is the fellow that benefits from it far more in many cases 
than the man on whose property the dam is actually built. 

Mr. Mottonan. Doctor, Vicorp does not bear the full burden of the 
cost of construction anyway, do they ? It is a joint venture of the land 
owner and Vicorp? 

Mr. Bartiett. No, it is purely a gift to the landowner. 

Mr. Cuuporr. Doctor, I just want to get this clear in my mind, this 
fellow with Canaday, for whom you built this river dam or whatever 
you call it, that cost $36,000 is he the same Ward M. Canaday who 
was a business member of the Board of Directors of Vicorp ? 

Mr. Bartiert. Yes, sir. 

Mr. Laniean. Is he the same one for whom the 30 million capacity 
dam, Estate Fountain, was built ? 

Mr. Barttett. Yes, sir. 

Mr. Cuuporr. He is a cattle operator? 

Mr. Bartierr. Yes, sir; cattle and sugar both. 

Mr. Motito“an. He must have an extensive herd ? 

Mr. Bartierr. Yes. I don’t know the size of his herd. He owns 
about 5,000 acres of land in one of the most desirable sections of the 
island where we have our heaviest rainfall on the west end of the 
island ? 

Mr. Cuuporr. Doctor, I think we may have to recall you this after- 
noon. I am about to recess for lunch, and I wanted to try to work 
out this afternoon’s program for the convenience of some of the 
witnesses. 

Now I understand that there are certain witnesses scheduled that 
must leave for St. Thomas on a 3:25 plane. That is the only way 
they will ever get back there tonight. Is there anybody on that 3:25 
plane that is on the list to testify today ? 

( Off the record.) 

Mr. Lavust. I would like to get back to Washington and get back to 
work. As I say, I do not know if I am a witness or not. I have 
not been advised that I am a witness. 

Mr. Cuuporr. We thought after some of these witnesses testified, 
there may be some things that you might want to tell us on behalf of 
the Department of the Interior. 

I know Mr. Jonas has made numerous requests of this subcommittee 
that we do not postpone the testimony of witnesses unnecessarily. It 
may be after we hear the testimony we may not need you, but I could 
not promise youthat. Iwanttosay this to you 

Mr. Lavust. I have no files with me, Mr. Chudoff. 

Mr. Cuuporr. In other words, regardless of the questions we might 
want to ask you, you may want to refer to your records ? 

Mr. Laust. Absolutely. 

Mr. Cuuporr. Let’s put it this way: If we need you we will call 
you in the early part of January in Washington, and I think that 
you might leave, with the consent of the minority. It has always 
requested we hear the Department of Interior as soon'as somebody 
makes a statement that might affect the operations of the Interior 
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Department. But if you are going back we will call you in January if 
it is necessary. 

(Off the record. ) 

Mr. Cuuporr. Governor Gordon, I am advised that we won’t need 
you until we get back to St. Thomas. We would be delighted to have 
you stay and listen to us, but if you have something else to do, feel free 
to do so. 

We will now recess for lunch until 10 minutes after 2. 

(Whereupon, at 1:10 p. m., the subcommittee was recessed, to re- 
convene at 2:10 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. 

At this time I would like to offer for the record the Virgin Island 
Corporation’s summary-of-loan program showing loans applied for 
and approved or disapproved from July 1, 1950, to November 30, 1956, 
and the statement of the dams constructed by the Virgin Islands Cor- 
poration under the land-and-water program in St. Croix and in St. 
Thomas and St. John. Without objection, these statements will be 
placed in the record. 

(The statement referred to is as follows :) 


Dams constructed by Virgin Islands Corporation under land and water program 


ST. CROIX 



































| | 
Location Owner Farm Num- | Estimated 
| acreage ber capacity 
| } 
February 1952-June 30, 1952: 
i; Gainey Dusk... ....-<cca Voor (6,201) 3 QWnnccdilitekadwdanee 100 1 | 21,375,000 
Be FEE Bact dls ccncénthenes Bis BO iciencicseniinenig a nnddanbiines | 25 1 1, 950, 000 
| 
Acta te cirs aw unanien |------ ciinssdennunian eh me podaind ane aie aes | 23, 325, 000 
July 1, 1952-June 30, 1953: 
SE Jacccccosccaacsol Wr. Ran GREEN Seon geen oo 447 1 | 30,000, 000 
2) COMO Tae O esa ci sacs C. McBean sh Gnlabibtohe wate cdelbbehoihoabnadiad } 76 | 1 487, 000 
S ROINOE. 2... 2222s sceean} Fe FOES ectsincwsnatnmeidaccsasioy 125 1} 1,625,000 
Sea i a Se ies en | 69 | 1} 1,950,000 
5. Carlton Garden-_-.........-- | 8. SNM, sabe tea sash taka 62 1 | 2,275,000 
6, WOM. neressvcucs-nocensens | Se MAMBD. o55.nrsasansseccsecssssensse 28 | 1} 1,600, 000 
his bs SR ES BOD, I ic enscicasciscieneoduiedlatee Diitepsaieoeaeaal 17 | 1 120, 000 
OIE Wr nc cwnscduecs Bi I ES terrae as 8 | 1 | 125, 000 
9. Catherine’s Rest. --...----- Be ee eet Pe eee 125 | 1 | 1,000,000 
10. Catherine’s Rest_....---- | We Phaive (18)-0 cots ok 12 | 1} 2,250,000 
| i Se ae ee B. Nelthropp (1,040) !._........-.---| 75 | 1} 2,000,000 
i) SS ee ea hs: WO COBO) Sect Lccs 679 | 2 5, 500, 000 
13. Hartman..-...-..-- ae M. Roman (1,100) #...........--..-- 309 | 1} 800, 000 
Pe ins wnckocaltttedusaaane | C. Schuster (348) !.............-...- 225 | 2 1, 800, 000 
Oy le ck ce stewniccawelen Bi POR a wcentncrel aida 20 | 1 450, 000 
16. Concordia..................| C. Clarke. sciences alee eemuade 110 | 1 15, 000, 000 
| eee BS eS Sa ee ere | 460 | 1 12, 000, 000 
|  sitsanatietanitass heaped cman tae 
Rw inikssinin ip cabin seh nian oe avin nia ioapceaigbamaae eam ammenities lamwnetenond 19 | 76,982, 000 
July 1, 1953-June 30, 1954: 
Oe i sahvascracadccean | M. Armstrong (2,135) 1_.........---. 295 1} 13,000,000 
Be DR oi sccescdctn esa) GD. I tasncngeacudandinanueedel 55 | 450, 000 
3. Wheel of Fortune___......_- Wes, Eee a: nctntonine vsdethiertesinininabeisint } 438 | 1 | 2,250, 000 
Tg | a A aN tS ccs ced nin aacttlnaaea elacaipedbecen 154 | 1; 3,250,000 
ae IR eisaint ro a hes ence ao ave insite Sec | 300 | 2) 1,150,000 
Oy Meera TAM .. Sci cc ncaon M. Armstrong (2,135) t...........--- | 341 | 1} 5,000,000 
 oelly «@ Pancy............... Be CRO a ncinerctnche ven enn len gilts 12 | 1} 250, 000 
Ri: DOURIBALS. ... . 16-0 oan W.. JORGE... tlclssdl csi nine = 338 | 1} 2,275,000 
9. Mt. Wasbington......._- sith ip I a a el a | 698 1 | 1, 250, 000 
ee A ade Is atabcaninebeandinaibinnctiitestiingiaccna 50 1} 2,125,000 
11. Coakley ae ictinanaed D os BENS <n warsaraitencceatisinlateainn | 250 | 1 650, 000 
= eats cee ans anaes ee B. poceent “Re ppects Te Sat amas | 234 1} 2,125,000 
I econ ebiestans lel cual Lczat ivslzcecet ees | 285 | 1} 2,125,000 
4, Cotton Vailley.............. G3 Sa en | 617 | 1 14, 800, 000 
15. Teague Bay_..............- PO. SMewusss 2 ee 365 | 1 | 1,000,000 
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Dams constructed by Virgin Islands Corporation under land and water program— 
































Continued 
8T. CROIX 
Location Owner Farm | Num- | Estimated 
acreage ber capacity 
July 1, 1953.-June 30, 1954—Con. 
16. Grapetree Bay_.....-...--- ee ee eee ee 460 2 1, 250, 000 
SE ini oderipbheinesdewonen D. Armstrong....-.-- 291 1 14, 500, 000 
18, Princesse Stock..........-.- ANOS ci Ebdedenaatdenkdadarned 145 1 1, 000, 000 
i iinnndtaninccniuncndinlasnccnanngtibe incl eebdnaidcmeaadaliniokecaukt 21 68, 450, 000 
July 1, 1954-June 30, 1955: aa 
1. Boetzberg- -- Bromley Nelthropp---.-......-.-.---- 296 2 6, 175, 000 
2. Diamond..---- BRECON. tics catddndnchqasee at 800 1 4, 675, 000 
3. Good Hope-- ina) - Sips rapb benuearepesses 133 1 1, 500, 000 
4. Garlin Bay- Link aceion Pn cs ints rahe sw Seton arsenic sana 107 2 2, 800, 000 
eee E. Delerme--.......- pide dk hied 304 1 2, 275, 000 
es Shah os, wtnh wins fudetwsdddaddnad dddvetdbivuncddinckwak 7 17, 425, 000 
July 1, 1955-June 30, 1956: aa Bees 
1, Mon Bijou- -_.----- G. M. Jensen_.--_- aren 70 1 1, 630, 000 
. a... . af Canaday (4,200) 726 1 15, 159, 000 
3. Mon Bijou_---- . Cornelius- --- : 24 1 489, 000 
4. Lebanon Hill-_. Gemaeier Brothers (2, 135) 1 330 1 2, 608, 000 
5. Beck’s Grove.____-. F. Pittersen (2,056) !_....___-- 349 1 2, 934, 000 
6. Little La Grange- : M. Lawaetz-..- masdek a 204 1 65, 200 
7. Mountain Sons | F. Pittersen 2,0 Nass het ce. 100 1 2, 934, 000 
8. Constitution Hill__-- | ©. Pew n. ese 20 1 391, 000 
9. Constitution Hill_..._--- M. Harrigan. Leanticowiens 15 1 130, 400 
10. Catherine’s Rest...........]| W. Phaire (18) !........--- 6 1 400, 000 
11. Catherine’s Rest--.-...----.- A. James.__-- cdi tewak be 12 1 750, 000 
12. Granard_.._..._.-- B. Ne ‘Ithropp “a 040) Sees 706 l 4, 500, 000 
13. Corn Hill_- ies jedi ahead dim Diet ea = 75 1 3, 500, 000 
14. Grange Stock Farm_- oO. 8. Mingus_ Se cedonec acids cesitcdilies 75 1 2, 000, , 000 
ee a IO os wpnmcnemcdit plano _37, 400, 6 600 
July 1, 1956—Nov. 30, 1956: za 
SEE 2 Eien ncncatnnct 2ee eR ctimsiactunbtinensas douse 50 1 1, 000, 000 
0 Ee eae DE untincicugsusanmcaiabeiet 4 1 487, 000 
3. Cane Bay------ : coh eR  badiset secede loketew 40 1 1, 000, 000 
4. Cane Bay-.....-- Saiuiedtelarh Ee eth nntc sg Sede Rabun eames 50 1 1, 000, 000 
Be Te TRON oiicennccsccccsncen- PEE c docccnabldcstuncuncleaen 56 1 1, 000, 000 
NG ibis bee eicb cine esinénnasennnaknbeabbehinewnenktidict isan 5 4, 487, 000 








i Figures in parentheses indicate total recorded land holdings of individual, in acres. 


July 1, 


NID om One 


July 1, 


1. 
2. 
3. 


ST. THOMAS AND ST. JOHN 


1953-June 30, 1954: 
oy Pe eee Se 0 3S Se et 
i Spy I ie aicinhiain omhepiagiie ee arene 
Lameshur-___- ; DAS HEIL Lincnnanidinnsruhcne 
cons hyenas i Eo kk Cokcelbbetet apuisaenus 
Frenchmans Bay---.--.-..---- b PRN cticnks 1bsRESoKnaeeadswn 
a a ee A Re), dats ah ciidilcc ue eebunce 
TE. ask occawctnaee IVF PR iccincnnrsvtesvdtncke daca 

I cle i SI as chas ia apes oc piece neoeeieebeomeaed iia a weal ts ea 
1954-June 30, 1955 

Si initidnt ccinctaibvibwsnsds O. Kirketerp (255) !..........------- 
CO Ee Experiment station--_-- : ianareiniibaiama scien 
SI, canis chbebone cwipincien Fas Ms cab ao db badd n nde tenen 

ips ee 


1955-June 30, 1956: 
New Herrenhut 
Sorgenfri 
Caneel Bay 




















408 1 4, 000, 000 

278 1 | 11,500, 000 

1, 105.7 2} 12,000,000 
250 3 | 3,750,000 

533 1 4, 000, 000 

647 1 2, 000, 000 

210 1 2, 000, 000 

10 | 39, 250, 000 

— | a 
250 1 8, 500, 000 

50 1 250, 000 

76 1 250, 000 

3} 9,000, 000 

647 1| 4,500, 000 

225 1 500, 000 

578 2| 8,000,000 
ena eiel 4 | 13,000, 000 


1 Figure in parentheses indicates total recorded land holdings of individual. 


Note.—The dam under construction at Estate Charlotte Amalie has an estimated impounding capacity 
of 36 million gallons. 
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Summary of loan program as of Nov. 30, 1956 


Congressional appropriations: 


FEES cn a6 ok da Sab bo ea wide aati ocean eee ae $300, 000. 00 
$iGGsc..0o4 Se cans te Sie ee ema oma 150, 000. 00 
MON oak. wed a eed ke a Ed Ae es a 125, 000. 00 

6 | eed eee er A Boe Amen eRe BaP cS SRY) oor es 575, 000. 00 

Outstanding loans: 

pS | ee ee ee ae a 12, 628. 80 
Commercial and/or isi@usteial. ote, Tat eee ae 196, 881. 79 

TN ca a pes in len nas ans shes eso ge <a I ee ad 209, 510. 59 


Loans pending approval or to be made: 
OO iin, ot a eas on elle os op So nesichad> IROUNR EEE 1 20, 000. 00 


Commercial and/or industrial... . 2.2 $ 2202 coc c cn clk 115, 000. 00 
I 0555 a: enirpccrntenerinitarioabitte ps en tbh ltidcales aplasia aaa epi 135, 000. 00 


1 Estimate for 1957 sugarcane crop. 


Applications for agricultural loans, July 1, 1950-—Nov. 30, 1956 


Disap- 

Applicant Date Application} Approved proved Referred 
and/or to FHA 

|withdrawn 





Small growers (235)... ...----------] Various_.._..| $48, 594. 57 | $34, 109.96 | $12, 413.33 | $2,071.28 
Francisco C. Reyes...._-- : ..---| May 22, 1952 17, 000. 00 10, 000. 00 (fo 8 fee eee 
Do-- Smale _.| June 30, 1954 10, 000.00 9, 991. 80 CP Pesce 
Henry E. “Rholsen_- ..| Sept. 30, 1954 990. 00 WE Bank RedendtBeatiedan 
St. Croix Sugarcane Industries. ___- ..| Oct. 1,1954 8, 000. 00 8, 000. 00 = . 
SI ths aces iisinhaddeootihs ..| Sept. 28, 1955 5, 000. 00 oe US UD eee i 
PARE ERE in = den etnkvindnvnsiatnniele | Sept. 21, 1956 7, 500. 00 Wee lose. ss eee. ie 
NE hi Bind cakes dnt Ades hi eteeeecdeed 97,084.57 | 75,591.76 | 19,421.53 | 2,071.28 
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Applications for commercial and/or. industrial loans, July 1, 1950—Nov. 30, 1956 





} ” 
Applicant Date 8t. Croix St. St. Ap- 
Thomas} John | proved 
| | 
te hineiesinsshie etacinalstiaiili 
1. Earl Chesterfield___.___- | Sept. 11,1950 | $2, 030. 00 see aa sae 
2. William J. Baar. -_.....--. Oct. 11, 1950 2 SOR SD bn. <ennce Rags | $2, 500 
3. Mt. Sp. Water Co.......| Oct. 15, 1950 BG bossscecce Sc cutebuhas=aeieene 
4. Delatour Preserves-..._..|.....do.-...-. tick ttea tien hansisienocrbe deca 
5. Andres C. Robles-----_-- |} Oct. 26, 1950 S G00 GO |... desweshus house chet seccueh 
6. Wilhelm Samuel--_---._-- | Nov. 8, 1950 EEE Bit, waa baicendnWitaidetwameaawe 
7. Lionel James ea ee aire (EY  ) iia mattccnd sarcais’ 
8. Victor Sergent itiainer email Nov. 15, 1950 SN ein catnnsncaacsiavllnatirdinions idcumiale 
9. Alva E. Joseph-__-..-.---| BOvsiec nk 5, 800. 00 |....--- fe 5, 800 
10. Wilhelm Semuel ; | Dec. 7, 1950 1, 500. 00 |....---=- Keidenotbipeamaas 
11. Candido Morales. Dee, 15,1600 |. L. a I---...---1.......- Pc aceies 
12. Frederick C. Gottschalk - Dec. 20, 1950 | 375. 00 sane } 375 
13. Ira de C. Jacobs__-_---- | Jan. 3, 1951 EGU OD t.. dcstatbisknsiahs.puens | 
14. Bt. oo Power Author- | | 
.-| Oct. 20, 1950 PRE Ecuktencacclsmanon 30, 000 | 
15. w. ¥ MacKa ay__.- -..--| Feb. 1,1951 4, 500.00 j......-.. ares eiidi ull 
16. Museum Committee ---_| Mar. 15, 1951 1, 800. 00 }...-..-.-- ers 1, 500 
17. Froilo Santos_.__..._......| Mar. 20, 1951 
18. John W. Flick...........| -Mar. 31, 1951 
19. M. J. Rosenau--_-_--_--- .| Apr. 20, 1951 
20. John W. Flick-- Cy ncn one 
21. William A. Roebuck. _.-| July 26, 1951 | 
22. Lawrence E. Motta..._.| July 24, 1951 
23. Omar Brown_- _.| June 2. 1951 
24. L. & M. MclIntosh-- | Oct. 11,1950 j-. 
25. Leonard La Beet -.--.-.- | Oct. 16, 1950 al. Se ee eb snan sins ces 
So. ee eee. .......| Oct, BF, deee is. ii-.-.-... annapunel SR ONe | 
a7. ©. Ws Ge wo0d.....-.~00-) Obs BR SOP Los ennaancun TO ORO I aceite Scie clined | 
28. C. & M. Bishop. Nov. 9, 1950 Cia aehl x TOE tcc | 2,000 |- 
creas tee. oo. ot Dee. (A bs... cu i... GO ic iccicas 
30. Frank Simmonds..._____| Mar. Ce bc ek SS ME Rese ccuithsidteednd 
31. Golf Association. 4 Ape, Wet. .3 bk. 5, 000 ci icaalena } 
32. Croxton Williams--.-_-.- | Oct. 28,1061 j_....... PE Bet atcwieee L casiniaaied 
33. Orlando Baa __- ...| Oct. 19,1951 Ww 56, 000: |... thee 
34. Joseph P. Maronna....__| Oct. 10,1951 |____.-.____- OE acc acteas asa | 
35. Croxton Williams. -___- Se ft Bee 10, 000 i Sn Maarten 
36. John L. Stevens_____...- | Mar. 5, 1952 See eee Cie. J 
37. Ellington Penn........- Apr. I ch dccedintcneelSiniteipees 35,000 |.........| 
38. E. Delatour.-.__. ihactemaniel r. 20,1952 | 45, 000. 00 -----|--------| aie 
39. Otis H. Browne--__- _| Apr. 9, 1952 PE Laasuuvandaacsausn | 250 | 
40. St. Thomas Power | 
Authority............- Ds Ee ica 196-000 .1 2.2... | 125, 000 | 
41. Emil Trannerg.__...__-- SE a Ee ORE Nescadawttoccexcantasenonans 
42. Robert M. Lodge__.....| July 16, 1952 RE 8 cencetas ceaoun 3, 000 
43. Erik Lawaetz_-_-......... Sept. 24,1952 | 10,000.00 |........./........ | 10,000 
44. Robert L. Merwin & Co | Nov. 29, 1952 10, 000. 00 jones eis 
45. Herbert H. Heywood_- Apr. 16, 1953 NE Bag as oceans acct nwkme ssid 
46. Campbell E. Sealey.._._| May 14, 1953 EE Birth ce celnctacens 8, 000 |. 
47. Weymouth Rhymer.._- tS So 2 Gees rberern. 6, 500 |. 
48. Ernst Rholsen- as} Gee 2A dene) SOURS I.........].<.cccc. samuel 
49. R. Draper Richards_.__-| Sept. 17, 1954 | 100,000.00 |_--.-----|-------- 100, 000 | 
50. Severino Dam Perez__._..| Mar. 25, 1954 NE soso nada é aa 
51. Thorvald H. McGregor_.| Aug. 18, 1954 eB 500 | 
52. Lillian Debnam......._.| Sept. 10,1954 | 50, 000.00 nul sarookictaads 
53. G. F. & G. B. Fleming-_ ’ nt RD Cin acccen eesseasatoccnnwens 
54. Felix Pittersen___ -| Sept. 20,1954 | 60,000.00 |.......-- J -| 
55. A. H. Riise Distillery 
Corp hoa -| Jan. 29,1955 | 100,000.00 |.......--|--...-_- 100, 000 | 
56. Moro ee Co.__-| July 12,1955 | * 900.00 |....-.-.-.- ls dnsieepuatals 2, 000 
57. Gallows Bay Corp. .| Aug. 11,1955 | 75,000.00 |.....---. penmiaael 
58. Colum! us Bay Corp----| i eee 50, 000.00 j....----- tenia Pte 
59. Brugal & Co., Inc___- Aug. 23, 1955 26, Gee Oe 1 ..-<....- S amalie 10, 000 
60. William T. Miller. _- | Nov. 4, 1955 950.00 |..--.-- | ‘ 
61. Princess Hotel Co-- Nov. 14, 1955 | 100. 000. 00 | a 
62. Moro Equipment Co_...| Dee. 2 1955 2, 000. 00 |. oA 2, 000 | 
63. St. Croix Museum, Inc..| Apr. 2,1956 | 1, 250.00 |_ .| ‘ 1, 250 | 
64. Stephen Toth__._._____- | Apr. 6, 1956 | 20,000.00 |..-....--|--.--. OS) 
65. Moro Equipment Co....| Apr. 24,1956 | 2,400.00 |_...__--- l Sunitenat sbahwed 
66. TecRep Sales Co_..._-- | Nov. We WON bait ansonaans 100, 000 ®) 
SNe i ictarisiciactcctseeea acimhliaa 755, 269. 20 304, 000 14, 500 415, 675 
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? Pending. 











Action taken 


With- 
drawn 
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$2, 030. 00 








ee | 3,500 
es a 10, 000 
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6,000.00 |_..____. 
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seat 5, 00 
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10, 000.00 |..._.__. 
4,000.00 |......_. 
10, 000.00 }...._... 
1,000.00 |_....... 
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Soe ee |---=-- 
hs Be ee 
| "4,000 
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Mr. Cuuporr. Our next witness is Mr. Henry Kimelman. Will you 
come up, please, Mr. Kimelman ? 

Mr. Brrcw. May I sit with the witness? I am counsel for the hotel. 

Mr. Cuuporr. Counsel may sit with the witness. After Mr. Kimel- 
man identifies himself for the record will you please identify yourself? 

Mr. Kimelman, will you please identify yourself for the record? 


STATEMENT OF HENRY L. KIMELMAN, PRESIDENT AND TREAS- 
URER, VIRGIN ISLE HOTEL, INC.; ACCOMPANIED BY EVERETT 
BIRCH, ESQ., COUNSEL 


Mr. Kimeitman. Mr. Chairman and members of the committee, my 
name is Henry L. Kimelman. I am president and treasurer of the 
Virgin Isle Hotel, Inc. 

Mr. Cuuvorr. This gentleman with you is your counsel ? 

Mr. BircH. Everett Birch. I am counsel for the hotel and also a 
member of the board of directors of the hotel. 

Mr. Cuuporr. You are a member of the board of the Virgin Isle 
Hotel ? 

Mr. Brrcw. Yes. 

Mr. Cuuporr. Where is your office? 

Mr. Biren. In St. Thomas. 

Mr. CuuporFr. Do you have a prepared statement, Mr. Kimelman ? 

Mr. Kimetman. No; I do not. 

Mr. Cuuporr. Will you proceed ? 

Mr. Kimetman. I am here to testify with regard to our application 
for a loan to build 30 additional rooms to the Virgin Islands Darenes- 
tion, which loan I am sure you are familiar with in the list of the—— 

Mr. Cuuporr. Is your hotel the Princess Hotel Co. ? 

Mr. Krmetman. No, sir. 

Mr. Cuuporr. How do you identify it? 

Mr. Krmetman. The Virgin Isle Hotel, Inc. 

Mr. Minsuatt. What is the Princess Hotel Co., if you know? 

Mr. Kimetman. I don’t know. 

Mr. Jonas. The Virgin Isle Hotel is not listed. 

Mr. Cuuporr. That is why I asked you. You may proceed. I 
ore it will be developed as you go along. Do you know who owns 
the Princess Hotel Co.? 

Mr. Kimeiman. The only Princess Hotel I know of is in Bermuda. 
I don’t know of a Princess Hotel in the Virgin Islands. 

Mr. CuuporF. I don’t think it is important. We just thought you 
might help us out. 

Mr. Jonas. May I ask a question, Mr. Chairman, to find out where 
we are going? I understand Mr. Kimelman to say that he wants to 
give us some evidence or testimony concerning an application his 
hotel made with the Corporation for a loan. 

Since we do not pass ou loans, I cannot see where that would be 
pertinent. We are not reviewing the loans made by this Corpora- 
tion and have no right of review of their loans. We can’t overrule 
the Board of Directors. Why should we go into a matter of that 
sort when we have so many more important things? 

Mr. Cuvuporr. Mr. Jonas, I do not want to get into a controversy 
about that. Let Mr. Kimelman get started and then we can raise the 
question again. I don’t know exactly what he wants to tell us. 
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Mr. Jonas. I don’t either, but I reserve the right to raise the ques- 
tion again if he is going to discuss the merits of a loan, because I 
don’t think this committee is properly constituted to go into a matter 
of that sort. 

Mr. Knox. May I ask, Mr. Kimelman, the date that you applied 
for the loan? 

Mr. Kimetman. March 14, 1956. 

Mr. Cuvuporr. Is Dr. Bartlett here? 

Mr. Barruerr. Yes, sir. 

Mr. Cuuporr. Doctor, on your printed list of loan applications, 
there does not appear to be an application on behalf of the Virgin 
Isle Hotel Corp. Mr. Kimelman says he made an application in 
March of 1956. Did the hotel make an application ? 

Mr. Barttert. Yes, sir. It apparently was inadvertently omitted 
from that list because he has made the application and it has been 
considered by the Board of Directors. 

Mr. Cuuporr. You may proceed. 

Mr. Krwetman. On March 1, 1956, our hotel addressed a letter to 
Dr. Bartlett requesting a loan in the amount of $240,000. Our basic 
reasons for the request was our need for additional space, additional 
capacity, competition from other hotels in the general area, and a 
basis that our original room cost exceeded $20,000 per room including 
public spaces and it was estimated we could build these additiona 
rooms, without the requirement of public spaces, for $8,000 a room. 

At the same time our first mortgage, which was held by the Recon- 
struction Finance Corporation at the time, was reduced to a sum less 
than 10 percent of the total equity value of the property. 

Mr. Jonas. Give us the amount. 

Mr. Kiwetman. Approximately $200,000, a little over $200,000. 
On March 13, Dr. Bartlett replied, advising me of the March 16 meet- 
ing of the Board of Directors of Vicorp in St. Croix. He stated he 
had received our letter and enclosed application forms and at that time 
did not know whether it would be possible for me to appear before 
the Board which I had requested at that time. 

He suggested also that we increase the rate of interest offered from 
4 to 5 percent and length of repayment terms from 20 to 10 years, 
which I originally requested in our letter of March 1. 

I in turn completed the application forms, was in touch with Dr. 
Bartlett by telephone, and they arranged for me to come over to 
that Board meeting on March 16. At that meeting, I presented our 
application dated March 14 for a loan of $240,000 for the purpose of 
building 30 additional rooms, modified in accordance with Dr. Bart- 
lett’s suggestion for 10-year repayment terms at 5 percent interest. 

At that time the Board appeared very interested and sympathetic 
to our request, realizing the problems of financing in this part of 
the world. The then Secretary of the Interior was present, Mr 
McKay, who had been a guest at the hotel on a number of occasions 
and he was very friendly and sympathetic toward our request. We 
discussed the situation, I suppose, for about 45 minutes. 

Mr. Robbins, the Assistant Secretary of the Treasury, who passes 
on the financial aspects of this type of application for the Board, 
requested some detailed financial information, and stressed the fact 
that we would have to prove that such financing was not available 
from banking sources or other lending institutions. 
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On that date we presented our application. I only have one copy 
from our file. Vicorp has it, but this is the application form. 

On March 30, about 2 weeks subsequent to that meeting, I ad- 
dressed a letter to Dr. Bartlett following up my appearance, and 
enclosed copies of a turndown letter from the Bankers Trust Co., in 
New York City, as well as a projected income and expense statement, 
which we had our auditors, Harris, Kerr & Forster, one of the lead- 
ing accounting firms in the world, prepare. 

In that letter I advised, according to Mr. Silverman’s testimony 
this morning, that it was certainly beyond anything local institutions 
could handle, and could not at the time include letters on turndowns 
from local institutions. 

On April 4 I received a letter from Dr. Bartlett advising they did 
not have sufficient funds for our loans as the authorization was lim- 
ited to $450,000, of which $300,000 had been loaned or pledged. He 
said at the March 16 meeting, after I had departed, the Board passed 
a motion that legislation would be submitted requesting an additional 
$550,000 for loan purposes. 

I would like to point out according to Dr. Bartlett’s testimony this 
morning, there were $555,000 apparently available for loan purposes 
as against the $450,000 mentioned in the letter of April 4. 

Also in the audit report on page 24—I am not familiar enough with 
it, but it does state that as of June 30, 1955, there was $1,338,000 avail- 
able for future withdrawals by Vicorp. 

Also at that time they had advised that the Board had passed a 
motion that legislation would be submitted to the Congress. 

We contacted Congressman Kirwan, who was chairman of the 
Appropirations Subcommittee, who was familiar with our application 
at the time. 

Congressman Kirwan advised us he was, as I say, completely famil- 
iar with our problem; that if such legislation came before him he 
would do everything within his power to see that his subcommittee 
approved it and that the funds would be made available for our loan. 

Subsequently, just tracing the correspondence a little bit, we re- 
ceived another letter from Dr. Bartlett requesting turndown letters 
from the local banking institutions. 

On April 16, we received another letter in which he mentioned Mr. 
Robbins suggested we strongly investigate the possibility of obtain- 
ing this financing through the owners of the hotel or friends. 

On April 19, in answer to both of those letters, we wrote to Dr. 
Bartlett and enclosed letters from the two local banks, the West Indies 
Bank & Trust Co. and the Virgin Islands National Bank, advising 
that they could not handle our request for loan and in both letters, 
both banks—Mr. Wharton, president of the Virgin Islands National 
Bank, and Mr. Silverman, president of the West Indies Bank & Trust 
Co.—advised they had also cheeked with their correspondent banks in 
New York and they too were not interested in making a loan of this 
type in the Virgin Islands. 

That was on April 19. From April 19 until July 3, we had no 
further word from Vicorp. On July 3 I received a telephone call 
from the Governor’s secretary, a Miss Dodds, advising that on July 5 
a meeting would be held by the subcommittee of the Board of Direc- 
tors, and apparently this subcommittee was appointed at the prior 
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Board meeting, at the Governor’s office in St. Thomas, to discuss our 
application fora loan. LIamsorry. We were just advised they were 
going to have a meeting and would we attend. They did not advise 
us as to the nature of the meeting. 

Through correspondence and conversations that we had had, we 
were under the impression from the series of correspondence that 
things were progressing satisfactorily. 

We had heard that we had passed all of the financial requirements 
and also had passed the requirements that Dr. Bartlett had discussed 
earlier today as principal consideration for Vicorp in making a loan. 

No. 1, business background, financial condition, equity capital and 
so on, as well as Vicorp’s principal objective, promoting through eco- 
nomic development the general welfare of the inhabitants of the 
Virgin Islands. 

We attended this meeting, 3 officers of the Corporation, including 
myself, at which meeting were present Mr. Victor Bornn, a director 
of Vicorp, Dr. Bartlett, and the Governor, who apparently were the 
3-man subcommittee, and I believe the Government secretary, Mr. 
Claunch, who was attending as an observer. 

At the outset of the meeting Dr. Bartlett, acting as spokesman for 
the subcommittee, stated in substance that there was reluctance on 
the part of the Board to consider our loan in view of the poor public 
relations which are known to exist in the operation of the Virgin Isle 
Hotel. He advised us that the Board was convinced that this conclu- 
sion was substantiated by the following reports which he and other 
Board members had received, and we quote him as follows: 

(1) The complaint of an unidentified woman made at a dinner party in Wash- 
ington; (2) the complaint an unidentified woman made to Governor Gordan at 
the Truman Airport; (3) 2 or 3 complaints made by unidentified persons to Mr. 
Victor Bornn; and (4) a few other complaints which had been made directly 
to him. 

Certain information or impressions— 

I am reading from the letter here. There were apparently six 
complaints. Based on the foregoing, we were then advised that the 
Board had reached the conclusion that our operation was so poor and 
that we had so many dissatisfied guests, and that it had done so much 
to hurt the tourist industry in the Virgin Islands that they were fear- 
ful that if they granted our loan for the purpose of building 30 addi- 
tional rooms, such addition could only further increase the amount 
of harm we would do and possibly irreparably damage the tourist in- 
dustry. 

Mr. Knox. Is that a quote or is that an interpretation ? 

Mr. Kimetman. That is a quote from Dr. Bartlett’s letter. 

Mr. Knox. That is a quote from the letter you received ? 

Mr. Kimetman. We quoted this in the letter of July 18. 

Mr. Knox. To Dr. Bartlett? 

Mr. Kiweitman. To the Honorable Fred Seaton, Chairman of the 
Board of Directors, Virgin Islands Corporation and Secretary of the 
Interior. 

Mr. Jonas. Mr. Chairman, I am going to renew my motion that 
we discontinue this testimony. I can’t see that we are in position to 
pass on the validity of the action of a Board of Directors in denying 
a loan. 
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Mr. Cuuporr. I agree with — up to a point, Mr. Jonas. 

Mr. Jonas. The burden of the testimony is to try and question the 
decision of the Board of Directors in denying a loan. 

Mr. Cuuporr. I think we have no right to determine whether or 
not the Board shall or shall not grant a loan and I do not think Mr. 
Kimelman is here today for that purpose. I think that since we gave 
the Virgin Islands Corporation the function of granting loans to 
businesses in the Virgin Islands, and gave them sufficient funds to take 
care of these loans, I think that it is not only our function but our 
duty to determine whether or not the Virgin Islands Corporation is 
performing this function in accordance with law, regulation, and for 
the best interests of the Virgin Islands. 

We are not going to write a report and say that the hotel should 
or should not have received a loan, but I think that if there is a com- 
a against the method and system of operation and of receiving 
oan applications, I think we ought to hear it. 

Mr. Jonas. What I think, Mr. Chairman, is that this gentleman has 
some complaint to make against the Board or some attack to make 
on what it relied upon in rendering its decision. 

I think he ought to submit it in writing, and that the staff ought to 
make an investigation instead of taking up the time of this whole panel 
of members and the audience going into the question of whether a loan 
was properly or improperly disapproved. 

There were just 35 loans disapproved. We can’t go into all of those 
things. We don’t have the application here or the file of the Corpora- 
tion, and if we start going into those things, I am afraid we will spend 
another 2 or 3 weeks down here. 

Mr. Cuuvorr. Mr. Jonas, I sat very patiently on the Island of St. 
John and listened to the Secretary of the Interior say that he hoped 
that the Virgin Islands National Park would attract additional 
visitors to the Virgin Islands, that he knew that they did not have the 
facilities on St. John to take care of the visitors, that he hoped that 
the visitors would make 1-day trips by boat and they would come to 
St. Thomas and stay on St. Thomas at the various hotels. 

In view of this situation, it appears to me that if a reputable hotel 
or a reputable businessman on St. Thomas makes an application for a 
loan, I think it is the duty of this committee to go into the proceedings, 
not to determine whether or not loans should be granted bat whether 
or not they were carrying out the regulations and the law in accord- 
ance with the intent of Congress. 

Mr. Jonas. My only point is I think that complaint should have 
come to the committee and the staff should have investigated it and 
cleared out the underbrush without taking up the public hearing time 
which we are doing today. 

Mr. Cuuporr. Mr. Kimelman, did you ever make a complaint to the 
staff, a formal complaint? 

Mr. Kimetman. A formal complaint to the staff? No. 

Mr. Cuouporr. I think we ought to listen to Mr. Kimelman. He 
came all the way to St. Croix. 

Mr. Jonas. Since the staff has been there in his hotel for several 
days, I think he could have given them the information and we could 
have been further along in the investigation and gotten along with 
the things we came down here to investigate. 
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Mr. Pincus. Can I make a statement on that? 

Mr. Jonas. There was not anything like that on the agenda you 
furnished me. 

Mr. Cuuporr. The only thing I can say to you, Mr. Pincus, is that 
I have no objection to your making a statement considering the point 
at issue, but I do not think that counsel for congressional committees 
should make statements for the record taking a side one way or the 
other. 

Mr. Moxxionan. Mr. Chairman, let me address myself to this thing 
for just a moment. 

Mr. Cuuporr. Wait a minute, let me finish, I think that we have had 
too many statements by counsel so far at these hearings, not as far as 
this subcommittee is concerned but by the other subcommittee. 

Yes, Mr. Mollohan ? 

Mr. Motionan. One of the interesting things to me about the 
operation of the Virgin Islands Corporation is the fact that it is dedi- 
cated to perform any task or function, and is qualified and given the 
ability by the Congress to perform these tasks and functions which 
contribute to the economy of the islands. 

It seems to me that this loan program is one of the important parts 
of its operation. I had known some little bit about this, and that was 
the reason I asked a while ago of Mr. Bartlett what the criteria was 
for the allowing or disallowing of a loan and what was considered in 
determining whether or not an operator or a business was eligible for 
loan assistance from the corporation. 

Mr. Jonas. I did not know a thing—pardon me. 

Mr. Moxtionan. It seems from the information that has been pre- 
sented to us up to this point that all of the criteria that were spelled 
out by Mr. Bartlett have been met by this applicant. 

I was just interested in finding out some more about it. It seems to 
me Mr. Kimelman would contribute quite a bit to the record if we 
permitted him to go ahead for the next 5 or 10 minutes. 

I think we ought to make a record, not necessarily at all for the 
purpose of trying to judge those who are charged with the responsi- 
bility of approving or disapproving loans but it just seems it is in- 
cumbent on us to make a record involving all of the various operations 
of the Virgin Islands Corporation, and this is one of tremendous 
importance. 

Mr. Cuuporr. Congressman Jonas, I would like to read to you 
from page 13 of the report on the audit of the Virgin Islands Corpora- 
tion by the Comptroller General of the United States as of January 
3, 1956, in which the Comptroller General said this : 

The Virgin Islands Corporation Act authorizes the corporation to make loans 
to any person for the establishment, maintenance and operation, construction, 
reconstruction, repair, improvement or enlargement of any industrial, commer- 
cial, agricultural or related enterprise, undertaking or activity in the Virgin 
Islands whenever such loans are not available from private sources. The loan 
file did not show that any effort had been made by the borrower to obtain funds 
from private sources either from within the Islands or elsewhere and we were 
refused access to the official transcript of the minutes of the board meeting 
which approved the loan commitment. 

They are commenting about a loan in the amount of $100,000 which 
was made to a hotel corporation on St. Croix, I believe the Estate 
Carlton. In view of that fact, if they did not compel them to get a 
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refusal of commitment by any local bank or institution, and they com- 
pelled this company to do it, I think we ought to look into this thing, 
and I, for one, feel we ought to hear him. 

Mr. Jonas. May I make one other statement, and I will not object 
to going on any further. 

I think before we go into a matter of this sort, which undoubtedly 
is going to involve a question of whether the Board properly or im- 
properly refused to make this loan, we ought to require the complain- 
ant to dignify his complaint by putting it in writing and make some 
allegations that there was something wrong about the decision of the 
Board of Directors. 

Otherwise we are inviting 34 other applicants who have made ap- 
plications for loans to this Corporation to come in here and ask Con- 
gress to overrule the Board of Directors. 

Mr. Cuvporr. I think if there was anything irregular about their 
refusal, I think they are justified in coming to us. 

Mr. Jonas. I think so, too. 

Mr. Cuvporr. Where are they going to go? 

Mr. Jonas. I think they ought to make a complaint so we can inves- 
tigate it before we go into a public hearing. 

Mr. Cuuporr. To try to help that situation, Mr. Pincus tells me 
Mr. Kimelman did make a complaint to him. Mr. Pincus, what tran- 
spired between you and Mr. Kimelman ? 

Mr. Prxcvs. I did not mean to say tome. I was going to make the 
statement by saying the staff has gone into this in a preliminary way 
and at least on the staff level determined that it would be worth while 
for the committee to compare the transactions in the two cases and 
to see whether there has been any irregularity in procedure. 

Mr. Jonas. Why didn’t you bring that out last night when we had 
an executive session meeting so we would know something about this? 

Mr. PertmMan. Mr. Jonas, it is on the agenda. 

Mr. Jonas. We had a meeting for an hour in your room last night 
to talk about what we were going into today, and this was not men- 
tioned. 

Agenda, Public Works Resources Subcommittee, Virgin Islands: 

1. Activities of the Virgin Islands Corporation. 

(a) Financial aspects of sugar operations. 

(b) Operations of loan program. 

(c) Continuation of Corporation. 

(d@) Other operations. 

Certainly this is under the loan program. 

Mr. Knox. Mr. Chairman, may I ask you if you can have the ground 
rules set forth on the Virgin Islands Corporation? You read the pro- 
visions of granting the loan but we have nothing to determine what 
the ground rules are that govern the Virgin Islands Corporation in 
making their determination. Is that available? 

Mr. Cxvporr. What I would plan to do is after we get through with 
Mr. Kimelman, is to let Dr. Bartlett come back and tell us anything 
that he can to explain this situation. I just want to give Mr. Kimel- 
man an opportunity to present what he has and then we will get Dr. 
Bartlett back. Then the committee can determine in executive session 


whether it ought to be stricken from the record, whether it ought to 
be in the report or what. 
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Mr. Motionan. I don’t think this case is important as an individual 
case but what I was interested in trying to find out is, What is the 
criteria that has been set up for determining eligibility of an applicant 
for loan under this program ? 

It seems to me about the only way we can get it, Congressman 
Jonas, is to have someone come in and testify as to the circumstances 
under which he submitted his loan and the sort of collateral and the 
other requirements he is able to meet. 

Mr. Cuvupvorr. Will you continue, Mr. Kimelman, and let’s get 
through with this. 

Mr. Kimetman. The sum and substance of our meeting on July 5 
was frankly one of complete surprise and humiliation to the members 
of our Board of Directors. The attitude taken by this subcommittee 
of the Board of Vicorp, and Vicorp in its full Board meeting, prior to 
that subcommittee meeting in which they threw at us 5 or 6 complaints 
made by unidentified people at unidentified places and times with 
respect to the operation of our hotel, at which time the Virign Islands 
Corporation, which is a Government corporation serving the tax- 
payers, came to the conclusion that our public relations were so bad, 
were known to be so bad, that they were fearful that if they granted 
our loan for the purpose of building 30 additional rooms, such addition 
could only further increase the amount of harm we would do to the 
tourist industry. 

Mr. Cuuporr. Let’s try to save some time. What you are trying to 
tell us, Mr. Kimelman, is that you met every possible regulation set 
forth by the Board of Directors of the Virgin Islands Corporation 
to get a loan? 

Mr. Kruetman. Yes. 

Mr. Cuuporr. Except an objection that they set up that your public 
relations were bad and that they had had specific complaints from six 
guests who had stopped at your hotel, over certain services that you 
offered. As a result of six guests complaining, they said you were 
ruining the reputation of the Virgin Islands and nobody would ever 
come here for the purpose of visiting the islands. Is that what you 
are trying to tell us? 

Mr. Kimetman. Yes, sir. 

Mr. Cuuporr. How many guests have you had at the hotel? By 
the way, what date did you open the hotel? 

Mr. Kimetman. December 15, 1950. 

Mr. Cuuporr. And how many guests have stopped at the hotel since 
December 15, 1950? 

Mr. Krwetman. Through our fiscal period, our fiscal period ends 
on May 31, which is a 514-year period, we had over 60,000 guests. 
Incidentally at that particular meeting—I am sorry. 

Mr. Cuuporr. Have you had any records to show how many guests 
returned to the hotel ? 

Mr. Kruritman. Yes; we do. 

Mr. Curuporr. How many repeaters would you say that you had 
out of those 60,000? 

Mr. Kiwetman. Oh, approximately 18,000. 

Mr. Crroporr. That have been there one year and came back as a 
result of being satisfied by their previous stay ? 

Mr. Kimetman. That in itself is not a complete guide either in an 
operation like ours. You have so many people like on a European 
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tour that take a one-time trip. They just do not find it convenient 
to come back the following year again. They stop off on a 15- or 20- 
or 30-day island-hopping trip and maybe spend 2 days at your island. 

Mr. Cuuporr. So you feel since you had met all the regulations, 
that this was a subterfuge not to give you the loan; is that it? 

Mr. Kimetman. Well, I think the fact that we need 30 additional 
rooms in itself belies any fact along those lines. We would not need 
any additional capacity if we were not satisfying a great majority 
of our guests. 

Incidentally at that particular meeting on July 3, we were com- 
pletely dumfounded. We had no advance knowledge of what the 
meeting was. I recall saying to Dr. Bartlett, “I will give you 5,000 
more, you give us 50,000; 5,000 complaints out of 50,000 people. There 
is no service industry that satisfies 100 percent of its guests. There 
is not a hotelkeeper in the world who will tell you they satisfy each 
and every guest that comes to their doors.” 

As a matter of fact, we then submitted a letter on the basis of that 
meeting. This letter I would like to introduce in the record. 

Mr. Cuuporr. Could I ask you one more question before you talk 
about that letter? Do you have any records with you to show how 
many reservations it was necessary for you to refuse during the peak 
of your season ? 

Mr. Krvetman. I don’t have any information with me but I can 
give you information along those lines. 

Mr. Cuuporr. Can you give us a round figure? 

Mr. Kimetman. I would say during the course of the winter season, 
we probably turn down 700 or 800 reservations, maybe 1,000. 

Mr. Cruporr. That is why you wanted the money to build the 
additional rooms, 

Mr. Kiwetman. Yes. 

Mr. Cuuporr. These people that come to your hotel, they don’t just 
stay at the hotel. They go out into the city of Charlotte Amalie 
and buy various articles of clothing and other jewelry and perfurne 
and liquor and so forth, and they create business for the business 
people in Charlotte Amalie. Is that right? 

Mr. Kimecman. Yes. We estimated that on this expansion project 
prepared by Harris, Kerr & Forster, who are accountants for the 
Hilton and Sheraton corporations, as well; that we would have a 
net operating profit of $87,000 a year on these additional 30 rooms. 

We would not need increased public spaces. It would increase our 
capacity 20 percent but would not increase our administrative and 
overhead 20 percent. 

We showed a profit of $87,000. We estimated on that ratio, a 
$240,000 loan interest and amortization would be well under any pos- 
sible ability to repay that loan from the income projected just on 
those additional rooms aside from the fact that our 120 rooms are 
providing us with sufficient income to handle this loan as well. We 
also estimate that with an additional 30 rooms, approximately 1,500 
to 1,800 additional guests could be handled as a minimum. 

Another $125,000 to $150,000 would be spent in the community of 
St. Thomas also. That money is spent for gifts, for whisky, for night 
club entertainment, and various and sundry other things that tourists 
expend their money for. 
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It would be my rough estimate that the benefit through income 
taxes and other taxes in the Virgin Islands, probably $25,000 or 
$30,000 of this additional money would go into the coffers of the 
municipal government every year. 

Mr. Cuvporr. How many additional employees would you have 
to employ if you had 30 additional rooms? 

Mr. Kimetman. We would have to employ about 20 additional 
employees. Where now we have two for each room we would require 
two-thirds for each additional room. 

Mr. Cuuporr. You would have no way of telling how many addi- 
tional employees would have to be employed ¢ 

Mr. Kiwetman. Additional taxicabs and right along the line. 
Tourism is a part of the basic economy of the Virgin Islands. 

Mr. Cuuporr. You were talking about a letter? 

Mr. Motionan. Before you go to that, may I follow along the same 
line? Mr. Kimelman, what is ; the total amount of cash invested by 
the stockholders ¢ 

Mr. Kimetman. In our hotel? 

Mr. Motxionan. In the hotel. 

Mr. Kiwetman. Approximately $2,300,000. 

Mr. Mottonan. That is cash? 

Mr. Kimetman. Cash. 

Mr. Motxonan. That is not loans. That is $2,300,000 in cash in- 
vested by the present owners of the hotel. 

Mr. Kimevtman. Yes. 

Mr. Motionan. Did you ever have any other loans from any other 
source ? 

Mr. Krvetman. We had some small temporary loans. We still 
have some now. We have a loan from the Virgin Islands National 
Bank, one from the West Indies Bank & Trust up to their maximum 
limits which we use for operational loans. 

Mr. Mottonan. You made some reference to an RFC loan. What 
was the original amount of that? 

Mr. Kiwetman. $400,000. 

Mr. Motitouan. When was that taken out ? 

Mr. Kimevman. It was approved about 6 months prior to the open- 
ing of the hotel and withdrawn in 4 equal payments of $100,000 each 
over a monthly period up to the opening of the hotel. I think it was 
roughly in August, September, October, November of 1950. 

Mr. Motionan. In the period of 5 years you have paid $200,000 
on that loan; is that right ? 

Mr. Kime_MANn. Yes, sir. 

Mr. Jonas. Mr. Mollohan, would you yield right at that point? 

Mr. Motionan. Surely. 

Mr. Jonas. I want to clear one thing up. Of course, the RFC had 
a first mortgage. Did you propose to pay the RFC $200,000 out of 
this loan or were you proposing to give a second mortgage ? 

Mr. KimevMan. Inasmuch as they were both agencies s of the Federal 
Government, we discussed the possibility of their combining it some 
way or tying in the mortgages. There was no great problem on the 
equity value because we felt it would bring financing to $440,000 for 
a 160-room hotel, 15 staff rooms, 175 rooms. 

Mr. Jonas. I did not mean to vo into that. 
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Mr. Krwetman. That question was discussed briefly. 

Mr. Jonas. Would this be in addition ¢ 

Mr. Kiwetman. That would be in addition. This was to build 
30 rooms. 

Mr. Motionan. You are general manager of the hotel and president 
of the hotel corporation ? 

Mr. Kimertman. I am president of the corporation and treasurer. 

Mr. Motionan. Do you as an individual hold any membership in 
a trade association ? 

Mr. Kimetman. Yes; I do. 

Mr. Motitonan. Such as the American Hotel Association ? 

Mr. Kiwecman. I am a member of the board of directors of the 
American Hotel Association, also a member of the executive com- 
mittee of the board. I am also cochairman of the American hotels 
committee of the American Society of Travel Agents. 

Mr. Motionan. Is the American Hotels Association the recognized 
spokesman for those who operate large hotels ? 

Mr. KimetMan. Yes, sir. 

Mr. Mottonan. You are a member of the board of directors ? 

Mr. KimetmMan. Member of the executive committee of the board 
and a member of the board. 

Mr. Mottonan. How many members are there on the executive 
committee ¢ 

Mr. Kimetman. Thirteen on the executive committee of the board. 

Mr. Motionan. Thirteen men in the whole United States? 

Mr. Kimetman. Yes; on the executive committee. 

Mr. Motitonan. They comprise the executive board of the board of 
directors of the American Hotel Association ? 

Mr. Kimetman. Yes, sir. 

Mr. Minsuaty. Will you yield a minute? You mentioned your in- 
terest in the American Hotel Association. I would like to ask you 
what other business interests do you have either as a partnership or 
a corporation or a personal interest in any other financial matters? 

Mr. Kimetman. In the Virgin Islands or outside? 

Mr. Mrnsuatyi. No; just in general, in the Virgin Islands area 
primarily. Let’s confine it to that. 

Mr. Kimetman. I am a small stockholder in the West Indies Bank 
& Trust Co., a member of the board of directors, a stockholder in the 
Caribbean Atlantic Air Lines. I have an interest in an importing 
and distributing firm in the Virgin Islands known as Henry 
Elliot, Ltd. 


Mr. Minswatu. Do you own any real property on other islands other 
than St. Thomas? 

Mr. Kimetman. Yes. I ama director and stockholder in the Virgin 
Islands Realty Corp. which owns land in St. Thomas. I am a direc- 
tor and stockholder of the Virgin Islands Sand & Gravel Co. 

Mr. Minsuatn. Do you own any land or are you a partner, share- 
holder in any corporation which owns any land in St. Croix? 

Mr. Kimetman. I am a very small stockholder, a very small in- 
vestor, in the West Indies Investment Co. which I believe owns land 
in St. Croix and St. Thomas. I am not very familiar with that. 


Mr. Minsnis. Who are the other shareholders of the Virgin Isle 
Hotel ? 
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Mr. Kimetman. The stockholders are Mr. Sydney Kessler, his wife, 
my wife, and Mr. and Mrs. Elliot Fishman. 

Mr. Minsuauu. That is all? 

Mr. Kimetman. And a Mrs. Audrey Moyer, who is a daughter of 
Mr. Kessler. 

Mr. Motionan. Mr. Chairman, the reason I was asking about mem- 
bership in trade associations and what position Mr. Kimelman might 
occupy in any of those associations was because a while ago Dr. Bart- 
lett stated that one of the important factors in determining eligibility 
of a loan was the know-how of those who were in charge of the opera- 
tion for which the loan was being applied. I think the fact that 
Mr. Kimelman has been elected to or appointed to these high positions 
in a trade association such as the American Hotel Association would 
answer the question of his capability. I have no further questions. 

Mr. Cuuporr. I think I read somewhere in the paper—do you have 
anything to do with the Virgin Islands Hotel Association? Are you 
an officer or director of that# 

Mr. Kimetman. I am an officer of that association, Hotel Associa- 
tion of the Virgin Islands. 

Mr. Ciruporr. What is the office? 

Mr. Kimetman. I am first vice president of that association. 

Mr. Cuvporr. That is made up of all the hotels on the islands? 

Mr. Kimetman. Seventeen hotels. You may have read in the 
paper we are trying to—there was a meeting held in St. Thomas last 
week to bring the St. Croix Association and St. Thomas Association 
together. They are meeting for the purpose of merging the two 
associations. 

Mr. Cruporr. Do you want to go on with your letter? 

Mr. MrnsnHatt. One other question. Have you discussed this mat- 
ter pertaining to this loan with any other staff members or Congress- 
men pertaining to this loan, other than Mr. Pincus? 

Mr. Krwetman. Congressman Kirwan. 

Mr. Mrxsnatr. Have you discussed it with any others recently, 
during the past 10 days? 

Mr. Kimetman. Nobody. 

Mr. Minsuatu. Mr. Pincus is the only one? 

Mr. Kimetman., I discussed it generally in conversation with Mr. 
Pincus. 

Mr. Pertman. He discussed it with me. 

Mr. Kimetman. Mr. Perlman. 

Mr. Motionan. My information about it came from Mr. Kessler. 
I read the letter and [ think it would be very interesting, Mr. Chair- 
man, to include the letters which Mr. Kimelman I think has been 
referring to here, to Secretary Seaton. I think it would be very 
interesting if the members of the committee could have an oppor- 
tunity to read it and I really think it ought to be made a part of the 
record. 

Mr. Jonas. Who is the letter from and to whom is it addressed ? 

Mr. Kimetman. This is addressed to the Honorable Fred A. Seaton, 
Chairman of the Board of Directors. 

Mr. Jonas. From whom ? 

Mr. Kimeimin. From Mr. Kessler, chairman of the board of direc- 
tors of our hotel. 
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Mr. Kwox. Of what date? 

Mr. Kimetman. It is dated July 18. 

Mr. Jonas. 1956? 

Mr. Kirwenman. 1956. 

Mr. Knox. Have you had a reply ? 

Mr. Krwrerman. Yes. 

Mr. Cuuporr. I just want to interrupt at this point. 

Just to keep the record straight and with no innuendos cast on any 
members of the subcommittee, Mr. Sydney Kessler discussed this 
loan with me personally and started to tell me about it. 

I think at that time he said he was going to have Mr. Kimelman 
appear before the subcommittee and I said we will hear about it then, 
I didn’t want to listen and prejudge and that is all I know about it. 

Mr. Jonas. Iw ould like to say at this point that it is mighty strange 
to me. I am a member of this subcommittee, and neither you nor any 
staff member has ever discussed this with me or told me or intimated 
to me that we were going into the question of trying to review deci- 
sions of this Board of Directors denying a loan, and I am surprised 
that we are going into it today without the minority members having 
been advised. 

Mr. Cuuporr, That is your interpretation. I say we are not re- 
viewing a decision. We are determining whether or not the Virgin 
Islands Corporation is carrying out their proper functions in accord- 
ance with the intent and acts of Congress. 

We are not going to review this decision. I definitely say to you, 
there will be nothing i in the record to say whether this loan should or 
should not have been granted. 

Mr. Jonas. I will say to you there is going to be something in the 
record, if I can get it, in showing why “it was not granted. 

Mr. Cruruporr. We are going to hear Mr. Bartlett and give him a 
chance to explain this. I don’t know anything about this. I am very 
anxious to hear it and I think it is very interesting. 

Mr. Jonas. It is not what I came down here to listen to. 

Mr. Cuuporr. I think the loan program is one of the most im- 
portant functions of the Virgin Island Corp., and I think that is 
one of the functions we have a right to look into and we are looking 
into it. 

Mr. Jonas. I have already heard enough today so that if I had 
been on the Board of Directors, I would not have approved the loan. 
He already has one loan from the RFC of $200,000. They can’t lend 
money on second mortgages. 

Mr. Cuvpvorr. Mr. Jonas, all I want to do is to let this man be heard. 
I don’t know why you object to his being heard. 

Mr. Jonas. I think he ought to put “his complaint in writing, al- 
leging that something was wrong, so that we could investigate it, 
before going into a public hearing. 

Mr. Cuvporr. That is not the first time you and I have disagreed 
about pve ‘edure in this committee. 

Mr. Jonas. Nor the last. 

Mr. Cuuporr. Probably not the last. 

Mr. Jonas. As long as you continue to run it this way. 

Mr. Cuuporr. All I am trying to do is to let these people have an 
opportunity to There are a number of other witnesses including 
Mr. Fleming. I don’t even know what he is going to say. 

90694575 


A 
| 


—_——-- 








o4 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Mr. Jonas. I will say one other thing and then I will subside. I 
thought we had an understanding that you were going to brief us 
on what we were going into down here and we were going to know 
something about it in advance so the minority members would have 
an opportunity to look into some of the facts. 

Mr. Cuuporr. You know as much about the facts as I do. I am 
hearing them for the first time today 

Mr. Jonas. You have heard them before. You talked to Mr. Syd- 
ney Kessler. 

Mr. Motxionan. I talked to him. 

Mr. Cuuporr. I said when Mr. Kimelman appears before the corna- 
mittee we will hear him. 

Mr. Jonas. I don’t think we ought to go into it for another reason. 
We are staying in his hotel. I think if we go into a matter of this 
sort, we ought to move out. 

Mr. Cuuporr. You think if we come down here, we ought to stay 
in a tent because we may go to somebody’s shop and buy the peanuts 

Mr. Jonas. I am beginning to wonder a little about this, the way 
it is coming up today. 


Mr. Cuvporr. I certainly think he has a right to complain. Just 
because we are staying at his hotel 

Mr. Minswaun. Mr. Chairman, I would like to share the same view 
that Mr. Jonas has expressed here. It is not the matter we are going 
into but I think the procedure we are following is highly irregul: ar. 
It is not the custom of other congressional committees or subcom- 
wnines Iam on. Mr. Mollohan does not operate his committee this 

ay, to just, out of the clear blue, say we are taking up a subject that 
ealene much investigation before we take it up im public hearing. 

Mr. Cuuporr. I certainly feel that anybody in this room who wants 
to appear in front of this committee, whether they have talked to 
me or not, has the right to be heard. 

Mr. MinsHatt. W e came here for 2 hours, not 6 months, as much 
as I would like to stay longer. 

Mr. Cuuporr. We are never going to get finished if we hassle about 
procedures. 

Mr. Motxonan. Let me make another statement. I think we are 
making a mountain out of a molehill, Mr. Jonas. 

Mr. Jonas. I don’t think so. 

Mr. Moxitonan. All we are trying to find out is how the loan pro- 
gram operates, and I very sincerely would like to know, and I think 
what Mr. Kimelman has to offer is important. I think what Dr. 
Bartlett had to offer a while ago was very important. I don’t think 
we can understand the operations of Vicorp, if we do not take up this 
loan program and go into something of this nature, and I am not 
being critical of the Board of Directors. 

Mr. Jonas. Let me ask this: There are 35 applicants whose applica- 
tions were turned down. How many of those knew about the scope of 
this investigation and how did Mr. Kimelman know that we were 
down here investigating this? 

Somebody obviously has prepared him, because he came here pre- 
pared. He has his lawyer with him. He has got all the records. 
He knew what he was coming here to do. I am a member of the 
committee and | did not even know we were going into this. 
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Mr. Cuvuporr. Mr. Jonas, in the publications of general circulation 
on the island of St. Croix and the island of St. Thomas, we publicized 
that we would be here. We said any witness that wanted to be heard 
could write us a letter or come to the hearings and we would listen 
to them. I just think that we are never going to get anywhere. 

I am not going to criticize Dr. Bartlett. I think he is doing the best 
he can under the circumstances. I just want to hear what Mr. Kimel- 
man has to say and then what Dr. Bartlett has to say and that will 
be the end of it, but if we are going to quarrel about the procedure, 
we are never going to get finished. 

Mr. Knox. Mr. Chairman, I would like to briefly request that in 
order to be consistent with the record, that we have inserted in the 
record following the statement that you read from the record, the 
ground rules that are set down that govern Vicorp relative to loans. 
There has been nothing given in evidence from this committee that 
there are any such ground rules. 

Mr. Cuuporr. Mr. Knox, I said before we are going to call Dr. Bart- 
lett back and he will give us the rules as president of the Virgin Is- 
lands Corporation. We are not just going to listen to Mr. Kimelman 
and forget about it. We are going to recall Dr. Bartlett. I purposely 
asked him to stay so that if we needed any additional information, 
he would be in a position to give it to us. 

As soon as Mr. Kimelman is through, Dr. Bartlett will be re- 
called and you can ask him anything you want about this loan pro- 
gram. I think we could get finished in 3 minutes, if we just stopped 
arguing amongst ourselves. 

If you will put the letter in the record, there may be some questions. 
Then we will call Dr. Bartlett. 

Mr. Kimetman. Yes, I would like to put the letter into the record. 
I just want to state 

Mr. Jonas. Have you put the letter in the record ? 

Mr. Cuuporr. I have not. Tell us about it, then let us look at it. 

Mr. Jonas. Furnish the committee copies of it. I would like to 
read it before it goes in the record. It is a letter from the president 
of the Corporation to the Secretary of the Interior filled with self- 
serving declarations, apparently. 

Mr. Cuuporr. By the way, do you have an answer to that letter from 
the Secretary ? 

Mr. Kruetman. Yes, we do. 

Mr. Cuuporr. I don’t want your letter in unless we have the answer 
from the Secretary of the Interior. 

Mr. Kimetman. I can give you both letters. 

Mr. Cuvporr. Do you have any comments to make on those letters ? 

Mr. KimetmMan. Yes. 

Mr. Cuuporr. Will you just give us the highlights ? 

Mr. KIMeELMAN. I will give you the highlights of the comments 
after these 5 or 6 unidentified complaints. I will just highlight it 
through here in the fact that we had done so much harm to the 
tourist industry. 

We went on to say that we were not only shocked and dumbfounded 
as to these conclusions reached on the basis of hearsay rumors, but 
also at the vehemence and personal antagonism demonstrated. _ 
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Just reviewing the meeting, “The balance of the meeting consisted 
of discussions on our part demonstrating the complete lack of validity 
or foundation for the conclusions reached by your Board. We ad- 
vised the subcommittee that these few complaints might well have 
been made and may even have been justified. However, since our 
opening we have catered to more than 60,000 guests,” which is the 
point we had made before. 

The following day we called a meeting of our Board of Directors 
to discuss what action should be taken in connection with the applica- 
tion in view of our meeting with the subcommittee. 

I think we can skip over that. It will be entered in the record. 


On July 12 we received a copy of Dr. Bartlett’s letter to you dated July 
aT. 


and a copy of that should be made a part of the record. 


I felt that this letter required an answer since it in no way reflected what 
transpired at our meeting, and, in my opinion, was an obvious attempt on the 
part of Dr. Bartlett to justify his highhanded, autocratic procedure and attitude 
by the use of half-truths and failure to set forth all the facts. 

The meeting with your subcommittee can at best be characterized either as an 
inquisition or as a star chamber proceeding. In effect, we had been prejudged 
before any competent evidence had been heard. We had never been advised 
either that complaints had been made or that the Board was considering such 
complaints in connection with our application and had further reached the 
positive conclusion that our public relations were known to be bad. 


We went on here to point out that other hotels and so on would 
admit to having some dissatisfied guests. This ties in with what Dr. 
Bartlett said earlier this morning about the purposes of Vicorp in 
connection with their loan, which ties right in with our letter here. 


As businessmen, we feel that our application should have been considered on 
the financial soundness of our corporation, our ability to repay, and the honesty 
of the principals involved. We feel further that your Corporation, being wholly 
owned by the United States Government and interested in the economic develop- 
ment of the Virgin Islands, would take into consideration our financial ability to 
repay the loan as well as the economic benefits that would accrue to the com- 
munity if this loan were made. 

We can understand any banker’s position in bringing to the attention of an 
applicant for a loan complaints, even though based only on gossip, rumors, and 
hearsay that he may have heard in connection with the applicant’s business. 
However, we cannot understand any banker taking the position that the appli- 
cant for loan is prejudged guilty, convicted, and a poor risk on the basis of gossip 
and hearsay evidence without bringing this informaiton to the applicant’s atten- 
tion and requesting his opinions on the rumors. 

Dr. Bartlett— 


president of Vicorp— 


has never spent a night at the Virgin Isle Hotel since becoming President of your 
Corporation, nor has he or any other member of your Board visited the hotel for 
purposes of inspection in connection with our application. 


We then pointed out: 


Two previous members of your Board, the former Secretary of the Interior, 
Douglas McKay, and the former Chairman of the RFC, Hon. Harry McDonald, 
were frequent visitors to the Virgin Isle Hotel, and we would be extremely 
interested in knowing whether their opinions had been solicited. 

In addition, our Board of Directors has decided to refute without qualifica- 
tion Dr. Bartlett’s statement in his letter of July 11 regarding the poor public 
relations which are known to exist. 

I am sure you wonld be interested to know that at our meeting with the 
subcommittee Mr. Bornn, a banker of high standing in the community— 
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and a director of Vicorp— 


acknowledged the soundness of justification for our application and further stated 
that he favored its approval. No mention of this fact was made in Dr. Bartlett’s 
letter. Furthermore, the bank with which Mr. Bornn is associated has made 
periodic loans to our Corporation, which loans have been duly discharged. 

We went into some of the operating problems here which I think 
we can skip over but here is one of considerable interest. 

Considerable power failures, as well as frequent low voltage during the years 
of our operation, have resulted in inconvenience to our guests, burned out motors 
that could not be replaced locally, and high maintenance cost— 

Incidentally, I might also point out that since the opening of the 
Virgin Isle Hotel in December 1950, as brought out by Dr. Bart- 
lett this morning about profits from power operations, we were ad- 
vised by the power company that the first time they operated in the 
black in the history of these islands was the first year the Virgin Isle 
Hotel operated. 

We are also the largest consumer and purchaser of power. They 
are at a point now where their profit is beyond our contribution, but 
the first year—— 

Mr. Knox. Do you attribute that to the fact you are now pay- 
ing 

Mr. Kieran. Our power bill is roughly between $27,000 and 
$30,000 a year. The first year we operated was the first year the 

ower company was in the black. Subsequently there have been growth 
in other hotels and guesthouses that have operated, and I think their 
black figure is well in excess of what we pay. They have increased 
it every year but it was the first year of our operation that they were 
in the black. 





As recently as this past Sunday evening the hotel was completedly without 
power for almost an hour between 7 and 8 p. m. We were at that time pre- 
paring to open our dining room for the dinner hour which, of course, had to 
be delayed until the power was restored. Mr. Kimelman received numerous 
complaints from guests over this specific incident, many of whom held the 
hotel personally responsible for the inconvenience suffered by them. Although 
this power failure was not our responsibility or fault, but that of the Virgin 
Islands Corporation Power Division, we would never accuse them of having 
poor public relations because in our opinion, the are doing the best job possible 
of supplying power under existing conditions. Out of the two-hundred-odd guests 
that were inconvenienced and upset and whose dinners were delayed 1 hour by 
this power failure, it is conceivable that 1, 5, or 10 of them might very well meet 
you or one of the members of your Board and express dissatisfaction over our 
operation without specifying the reason for such dissatisfaction. Further, after 
power was restored, we had the problem of seating and feeding more than 200 
people who were lined up and waiting at the dining room door demanding food. 


Mr. Jonas. Mr. Chairman, that is obviously nothing in the world 
but a statement by Mr. Kessler, an argument about his loan and I 
have heard enough so far as I am concerned, and I do not see that 
the committee is advanced in its knowledge of the situation by having 
him read that letter into the record. 

If you want to accept it as a part of the record, why don’t we ac- 
cept it and go on to something else. He did not even write it. He is 
not even a competent witness to identify it. 

Mr. Cuuporr. We will let the Virgin Islands Corporation give us 
the original one. They probably have it in their files. 
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Mr. Jonas. It was not written to them. It went to Washington. 
Mr. Cuuporr. Then we will get Mr. Lausi or Mr. Seaton to come up 
in front of the committee and give it to us; if you want me to take 
Mr. Seaton away from his busy duties to come to us as a messenger 
boy with a letter, we will do that for you. 
fr. Jonas. You are displaying the same sarcastic attitude that you 
have every time I have offered a formal objection to anything. You 
know I don’t want you to send to Washington to get Mr. Seaton to 
come down here personally and deliver the letter. What I said is 
I can’t see anything to be gained by having this witness read the 
letter. Why don’t you accept it as a part of the file? 

Mr. Cuuporr. You said that you wanted to read it. 

Mr. Jonas. He is not reading all of it. He is just reading the 
parts that contain support for his contention that the loan should be 
granted. He is not reading the whole letter. Besides, I say he ought 
to furnish the committee members with copies and not read it himself. 

Mr. Cuuporr. Will you furnish us with enough copies for each 
member of the committee ¢ 

Mr. Kimetman. I will be very pleased to do that. 

Mr. Cuuporr. You are an officer of the Corporation ? 

Mr. Krwetman. I am the President of the Corporation. 

Mr. Cuuporr. That letter was sent to the Secretary of the Interior 
by the Corporation, signed by a duly authorized officer ? 

Mr. Kiwetman. Signed by the Chairman of the Board. It was 
sent to all the members of the Board of Directors of Vicorp as well as 
to Mr. Lausi, the Director of Territories. 

Mr. Cuuporr. We will dispense with reading of the letter. You 
supply us with a copy for the file and then we will determine later 
whether we will put it in the record. 

Mr. Jonas. Is he going to furnish copies of the answer? 

Mr. Cuuporr. Of course. Do you have an answer from the Secre- 
tary of the Interior? 

Mr. Kimetman. Yes. 

Mr. Cuuporr. Will you furnish us copies of the answer, too? 

Mr. Kimetman. I will furnish copies of all the correspondence and 
the answers as well. 

Mr. Mottonan. Mr. Chairman, may I make a suggestion? Why 
don’t we ask Mr. Kimelman while he is in the process—he has a staff 
there at the hotel—to make available to all members of the subcom- 
mittee that are here today copies of all the correspondence he had inci- 
dent to this application to date. 

Would that not give all of us a more clear picture of it? I have 
seen the one letter that Mr. Kessler addressed to Mr. Seaton, and from 
that stemmed my interest and all of my knowledge about this situation 
up to today. But it seems to me that we should have before us, all of 
us, copies of the full correspondence. Would that be too difficult ? 

Mr. Kimetman. No, sir. It might take us a few days. 

Mr. Motionan. You could have it by Monday or Tuesday ? 

Mr. Cuuporr. Isn’t there a photostat machine on the island ? 

Mr. Barrett. Yes. 

Mr. Cuvuporr. Can you do that, and get them over to us sometime 
tomorrow ? 

Mr. Barttett. I will have them for you before you leave this after- 
noon. 
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Mr. Jonas. While we are asking for information to be furnished, I 
would like the committee to be furnished with a current balance sheet 
and copy of the latest audit of the Virgin Isle Hotel, Inc., and any 
other information that became a part of the application for this loan. 

Mr. Cuvuporr. I think that is part of the loan application, and I 
think probably the Virgin Islands Corporation would have that in 
their file. If they would supply it to us, we will have it. I don’t think 
it makes any difference where we get it. 

Mr. Motionan. Does Dr. Bartlett understand you want a copy of 
the loan and everything that came after it? 

Mr. Bartiert. The loan application is in Washington, sir. 

Mr. Bircn. We have acopy we can give you. 

Mr. Jonas. Together with the balance sheet ? 

Mr. Brrcu. And the report of the accountant on the 30 projected 
rooms. All the financial figures relative to the loan, we will supply to 
the subcommittees. 

Mr. Knox. May I also ask if you have letters where you made ap- 
plication for loans from private banks ? 

Mr. Kimetman. They are all in that file, sir, all in this correspond- 
ence that I have referred to. 

Mr. Kwox. You will supply that to the subcommittee? 

Mr. Kiawevman. Yes, sir. I might add, Mr. Chairman, that in ap- 
pearing here today, we fully realize that the subcommittee cannot act 
upon our request for loans. 

As a matter of fact, our loan has been turned down. We are not 
here to discuss the basic validity of the loan, although we know our 
position on it. It is the treatment that was afforded to us in the hand- 
ling of our loan that we object to, as pointed out in our letter. 

(Material in files of subcommittee. ) 

Mr. Cuuporr. Any further questions? 

Mr. Mollohan ? 

Mr. Knox? 

Mr. Jonas? 

Mr. Jonas. Yes; I have some. You have indicated in your testi- 
mony that you applied to the West Indies Bank & Trust Co. for a 
loan and could not get one. Of course, you could not, because your 
request for a loan far exceeded the power of that bank to make a loan. 
You know that. You area director of the bank. 

Mr. Kiwetman. I only requested it on the request of Vicorp. 

Mr. Jonas. No, Vicorp told you to furnish evidence showing that 
you had made a bona fide effort to get a loan from private sources. 
Isn’t that what they asked you to do? 

Mr. Krvetman. Would you like me to read it to you, Mr. Jonas? 

Mr. Jonas. No, I want you to answer my question, please. Isn’t 
that what they asked you to do? 

Mr. Kimetman. Vicorp asked us originally to provide them with 
evidence that we could not get loans from other public sources, which 
we provided them with on stateside financial institutions. 

Mr. Jonas. Wait a minute, part of the evidence you furnished 
Vicorp in response to that request was a letter from the West Indies 

Bank & Trust Co. stating that it had turned down your loan appli- 
cation, is that right? 

Mr. Kimertman. Yes. 
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Mr. Jonas. You knew you were foolish to apply to the West Indies 
Bank & Trust Co. for this loan because you are a eettor of that bank 
and you know it does not have authority to lend $200,000 to one bor- 
rower. Don’t you know that? 

Mr. Kimetman. Mr. Jonas, would you like me to read into the 
record where—— 

Mr. Jonas. I just want you to answer my question, sir. 

Mr. Kimextman. I do know that and I so advised Dr. Bartlett in a 
letter, but sent it on their request. 

Mr. Jonas. How many other institutions did you apply to for a 
loan when you knew it would be against the law to grant you the 
loan? The other local bank here in the Virgin Islands? 

Mr. Krwetman. May I read from Dr. Bartlett’s letter of April 4? 

I should like to call to your attention that under the Vicorp loan requirements 
you must make genuine effort to secure the financing elsewhere. You must 
submit convincing evidence in writing that you have made such effort both in 
the Virgin Islands and in the continental United States and the funds required 
are not available to you from private sources. 

I wrote Dr. Bartlett a letter here, and all this correspondence was 
from me, in which I stated, when I included letters from stateside 
banking institutions, I did not include letters from local banking insti- 
tutions because they are superfluous. 

This is on March 30 to Dr. Bartlett: 


I can supply these if necessary but I am sure that this would be superfluous 
inasmuch as the amount requested in the loan is very much in excess of the 
loaning limit of both local banks. 

Dr. Bartlett replied and stated that he wanted such letters any- 
how. In accordance with his request, I supplied such letters, sir. 

Mr. Jonas. Did you say you furnished similar letters from Bankers 
Trust in New York? 

Mr. Kimetman. Yes, Bankers Trust Co. in New York. 

Mr. Jonas. Did you seek to obtain the loan from any lending insti- 
tution other than commercial banks? 

Mr. Kimetman. I discussed it with 

Mr. Jonas. Insurance companies? 

Mr. Krmetman. One insurance company. 

Mr. Jonas. What company ? 

Mr. Kimetman. Assurance Company’s representative. I am trying 
to think of an investment company that I discussed it with who told 
me it was just impossible. Tnsurance companies were not at all inter- 
ested in that type of loan, it was just going up a blank wall. It was 
just not available. 

Mr. Jonas. When you originally built the hotel, was no loan neces- 
sary at that time? 

Mr. Kimetman. Yes, we got an RFC loan. We applied for a $635,- 
900 loan and got $400,000. 

Mr. Jonas. You never have financed any part of the construction 
with another institution ? 

Mr. Kiwerman. It was impossible. We attempted every possible 
source for financing. It was just impossible to get it. Our own banks 
we had done business with, our own connections in the States were 
just not interested. Commercial banks were just not interested in 
coming into the Virgin Tslands. 
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Mr. Minsuaty. What other letters did you forward to Dr. Bartlett 
stating that they could not give you a loan other than Bankers Trust 
and the local banks in St. Thomas? 

Mr. Kimetman. We filed a letter from the Bankers Trust Co. in 
New York, from the Virgin Islands National Bank, and we checked 
with their correspondent, the First National City Bank. 

Mr. MrnsHatt. Did you submit a letter from the First National 
City Bank? 

Mr. Kimetman. From the president of the Virgin Islands National 
Bank, stating the turndown he received from his correspondent, the 
First. National City Bank. 

Mr. Minsuatu. What other letters did you submit other than the 
Bankers Trust and the two banks on St. Thomas? 

Mr. Kimetman. I believe that is it. 

Mr. Minsnau. That is all? 

Mr. Kiwetman. That is right. 

Mr. MinsHatu. In other words, you only submitted 1 letter from 
1 bank that could have given you the loan if they had felt inclined to 
doso. Is that right? 

Mr. Kiwetman. That is right. 

Mr. Jonas. You were asking for a 10-year loan? 

Mr. Kimetman. Yes, sir. 

Mr. Jonas. That in itself practically takes the loan out of the field or 
category of loans handled by commercial banking institutions, doesn’t 
it ? 

Mr. Krwetman. Yes, sir. 

Mr. Jonas. Wouldn’t it be necessary to get a loan of that sort from 
an institution lending money other than a commercial bank ? 

Mr. Kimetman. Well, let me say this, Mr. Jonas. For 8 years we 
have tried every possible source for obtaining financing in conversation 
with different types of institutions, including secondary type of 
financing institutions. There is none available for the Virgin Islands. 

Mr. Jonas. You did not need any capital? 

Mr. Kimetman. Yes; we did. 

Mr. Jonas. Until you decided to expand ? 

Mr. Kimetman. We needed capitalization when RFC cut our re- 
quest from $633,000 to $400,000. We had tremendous operating prob- 
lems for the first 2 years of our operation, to overcome the lack of the 
required funds. We operated with a very short working capital and 
operating losses in the initial period. 

Mr. Jonas. It looks strange to me that with the good statement you 
say you have and with the projected figures showing that you un- 
doubtedly will earn $5,000 a year on just these 30 rooms, and if you can 
show you have got a $2 million equity in this property, it looks to me 
like there would be plenty of lending institutions other than Govern- 
ment institutions that would be willing to make a loan of that sort ? 

Mr. Kimetman. Let me say this: We have found that it is impos- 
sible and that is why we are complaining here today because the 
Government could not see fit to make it. 

Mr. Jonas. You have only told us of 3 institutions that you applied 
to, 2 of which you knew could not possibly make the loan. You were 
just doing that as a formality, so that the only effort you made to ob- 
tain any financing that you have outlined to us was your request of the 
Bankers Trust Co., which is a commercial bank? 
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Mr. Kimetman. I discussed it with the Manufacturers Trust Co. and 
I discussed it with some investment brokerage houses in New York. 

Mr. Jones. Which ones ? 

Mr. Kimetman, I can think of one I discussed it with. 

Mr. Jonas. Did you file an application? Did you do it in writing or 
did you just talk to them daisitenly when you met a person that worked 
for them ? 

Mr. Kiweiman. I certainly did, Mr. Jonas, but before I send out 
an official letter on hotel corporation stationery and give out figures, 
if there is no point in going that far, there is no sense in putting out 
confidential information. If I discuss it informally with somebody 
who says we are not interested in Virgin Islands loans, there would 
be no point in my sending them financial information on the Virgin 
Isle Hotel, Inc. 

Mr. Jonas. You discussed it informally? 

Mr. Kimerman. For a period of 8 years, sir, intending to get 
financing. 

Mr. Jonas. I am talking about right at the time you were trying to 
get this loan from Vicorp. 

Mr. Kimeiman. All the way through for 8 years, and at the time 
I tried to get the loan from Vicorp. 

Mr. Jonas. This effort that you have described when you talked to 
Manufacturers Trust and these other institutions—those conversations 
occurred years ago then ? 

Mr. Kimetman. No, sir. I talked to Manufacturers Trust at the 
time of this loan. I talked to Bankers Trust at the time of this loan. 

Mr. Jonas. Just one other question. You have stated that at the 
time you made this application you still owed RFC $200,000. 

Mr. Kimetman. Yes, sir. 

Mr. Jonas. And you applied for a loan from Vicorp of $250,000? 

Mr. Kiwetman. $240,000. 

Mr. Jonas. $240,000. That would have meant that in order to 
secure that loan you would have had to give a second mortgage, is that 
not true, because RFC had a first mortgage on your property on which 
there was a balance due of $200,000 ? 

Mr. Kimetman. That is right. 

Mr. Jonas. Isn’t it one of the requirements and didn’t Vicorp tell 
ou that they would have to have a first mortgage as security for any 
oan it made? 

Mr. Kimetman. No, sir. 

Mr. Jonas. Do you know of any loans Vicorp has made on real 

estate without obtaining first mortgage security ? 

Mr. Kimetman. I am not familiar with Vicorp’s loans that have 
been made. 

Mr. Jonas. You were under the impression that you ought to be 
able to get a $240,000 loan and give a second mortgage as security? 

Mr. Kiwetman. There was some informal discussion with regard to 
that. I don’t recall, it was never gone into in detail, but it was con- 
sidered at the time to be a rather superfluous question inasmuch as it 
was the United States Government and that the total of the 2 loans 
would be less than 15 percent of the entire equity in the project. 

There was no concern 





RTE TS 


Sa = Ei 














t 
P 


Nr 


Poe 


ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 63 


Mr. Jonas. I can assure you that the fact that they are both United 
States Government agencies, they are quite different in operation, and 
the mere fact that they are two agencies of Government does not change 
the effect of a first mortgage and a second mortgage. 

As a matter of fact, the RFC is in liquidation, and there is a very 

ood probability that that loan will have to be paid off pretty soon; 
is that not true? 

Mr. Kimwetman. Actually, our RFC loan has been sold by the RFC 
recently. 

Mr. Jonas. And is now held by: 

Mr. KimetmMan. By the Bankers Trust Co. in New York, guaranteed 
under the provision when they took over those loans. The Govern- 
ment guarantees, I believe, 90 or 95 percent of it. 

Mr. Jonas. All right; [ think that is all. 

Mr. Cuuporr. Mr. Kimelman, when the Vicorp notified you that 
they refused to approve your loan, they did not say that they were 
refusing it because you could obtain funds from a private banking or 
investment institution, but they refused you because they said that your 
public relations were poor and they had complaints from six guests 
who said they did not like the way they were treated and they were 
afraid those guests would go back to the United States or wherever 
they came from and spread it all over the country and nobody would 
ever come to the Virgin Islands; isn’t that true? 

Mr. KiwetMan. Yes. 

Mr. Laniean. I just want to ask a question about this first and sec- 
ond mortgage business. When you made your application did you set 
be she your financial position showing the fact that you had an existing 

oan 

Mr. Kimetman. The fact that we had what? 

Mr. Lanican. That you had an existing loan with RFC? 

Mr. Kimetman. Yes. In our application of March 14 we state our 
request for loan, amount and we show our existing loan which at that 
time was $218,000. 

Mr. Lanican. At any time in correspondence or conversation with 
officials of Vicorp, did they ever say that they could not loan you this 
money because it would constitute a second mortgage on the property ? 

Mr. Kimerman. No, sir. 

Mr. Cuvuporr. Any other questions? 

Mr. Knox. But you do recall that you had some verbal conversation 
on this particular question ? 

Mr. Kimetman. It seems to me there was some conversation. I 
don’t remember whether it occurred at that directors’ meeting. It 
might have occurred at our own directors’ meeting. There was some 
conversation but it was never a point of issue at any time. I think 
one of the reasons was the Virgin Islands Corporation sold Bluebeard’s 
for $425,000 so there was no problem in the event of our inability to 
repay, there would be no problem in liquidating the first and second 
mortgages. I am certain many people would be happy to pick up 
the Virgin Isle Hotel for $450,000. 

Mr. Knox. When you made your application to the New York Trust 
did you request just the $240,000 or the $440,000, so you could retire 
the first mortgage ? 

Mr. Kimetman. We requested an additional $240,000. 
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Mr. Knox. You did not request sufficient money to retire the first 
mortgage on the full amount ? 

Mr. Kimetman. That too again was a matter of mechanics, 
whether it would have been $440,000 and retire the first or anyway 
they held the entire thing. They were not interested in doing it that 
way because they had a 90 or 95 percent guaranty to the Bankers 
Trust from the Government on that first mortgage. 

Mr. Jonas. I do have another question. 

Mr. Krwerman. If I could I would just like to point out from 
the March 23 letter, the vice president of the Bankers Trust Co. said: 

With reference to our discussion in connection with extending to the hotel 
a loan of $240,000 for 10 years for the purpose of adding 30 guestrooms to 
the hotel, I regret exceedingly as explained to you in detail that this is not 
the type of loan that would interest our bank. I know from all reports the 
hotel is doing exceptionally well and that it has a successful future, but even 
with all this good news, I doubt if any bank or any financial institution in 
the States would be inclined to extend long-term facilities outside the con- 
tinental United States. We are always happy to cooperate with you and re- 
gret that in this particular instance we cannot be of help. 

Joun J. KUBACK, 
Vice President, Bankers Trust Co. 

Mr. Jonas. May I get one thing clear. If this $240,000 loan had 
been approved by Vicorp, it would in effect have amounted to a $440,- 
000 loan. Is that not true? 

Mr. Kimetman. That is right. If you combined both loans it 
would still be less than 15 percent first-mortgage financing. 

Mr. Jonas. You will admit that? 

Mr. Krwetman. Yes, sir, absolultely. 

Mr. Jonas. Isn’t it true that that would practically have absorbed 
all of the available capital that Vicorp had to lend ? 

Mr. Krwecman. That is a question I do not know. There are con- 
flicting factors on that with regard to the audit report and Dr. Bart- 
lett’s statement this morning. It is stated in his letter to me there 
was only $450,000 available. 

Mr. Jonas. It would not have required but $240,000 of new money. 

Mr. Kimetman. Except a my has approximately $3 million of 
authorized funds that have not been appropriated that they could 
call on. Congressman Kirwan said he would make it available. 

Mr. Jonas. Only one other question I want to ask you. It may 
lead to another. You will know about this. 

I have heard some statements made since I have been in the Vir- 
gin Islands that your hotel is the only hotel that uses fresh water 
for flushing purposes. Is that true or not? 

Mr. Kimetman. To my knowledge it is not true. We use fresh 
water. I believe there are other hotels that do as well. 

Mr. Jonas. But the Virgin Isle uses fresh water for that purpose? 

Mr. Kimetman. We use ‘potable water. 

(The following clarification was requested on January 8, 1957, of 
Mr. Kimelman in connection with the use of potable water for flushing 
purposes :) 


On four different occasions during periods of water shortage on the island, 
we have resorted to the use of salt water for flushing purposes. Further, at this 
very writing, we are in the throes of an extreme water shortage and have been 
utilizing salt-water flushing for the past 10 days. In addition, we have been 
required to turn off our water during this past 10-day period on an average of 
12 hours each uay. 
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Our original plumbing lines were not installed for the utilization of salt water ; 
consequently, due to the use of salt water for flushing as well as the extremely 
high saline content of our potable water, we have had repairs and maintenance 
including replacement in an amount in excess of $20,000 since our opening only 
6 years ago. It should be noted that when plans were being made to construct 
the Virgin Isle Hotel assurances were given by the then Governor Hastie that 
sufficient water would be supplied in accordance with requirements for the opera- 
tion of a luxury hotel. This, as you may appreciate, was one of the principal 
factors under consideration at that time, and the owners were not prepared to 
make their substantial investment in the island without the assurance of an 
adequate fresh-water supply for its guests. 

In accordance with these conditions, funds were utilized from the multi-million- 
dollar appropriation made by Congress during Governor Harwood’s administra- 
tion for the construction of the potable water supply system at the airport. For 
approximately 2 years of our operation, we were the only outlet for this potable- 
water system and consequently had no water shortage. Since that time, the new 
housing project, the new hospital, the new high school, and many private installa- 
tions throughout the town have been connected to the potable water, and unfor- 
tunately the system is not large enough to supply the present requirements of the 
island, as is evidenced by a drought occurring at this time of the year. 

It is interesting to note that we are just entering the dry period which lasts 
until the summer, whereas previous water shortages on the island always 
occurred during June or early July, when only temporary stopgap measures were 
required until the so-called rainy season began in August. It is evident that 
water will have to be barged continuously for the next 6 to 7 months, if the 
population of this island as well as the tourists are to be kept in fresh water 
supply. 


Mr. Jonas. You are not in financial difficulties that you have had 
trouble with local bills, have you? 

Mr. Kimetman. No, sir. 

Mr. Jonas. Have you ever been sued in the Virgin Islands or served 
with process by the United States Attorney on a bill of any sort ? 

Mr. Kimetman. Not that I recall. 

Mr. Jonas. Incurred obligation ? 

Mr. Kimetman. No, sir, not that I recall. 

Mr. Cuvuporr. I can’t see what would be wrong with that. They 
might have a defense. You can’t close up the courthouse. 

Mr. Jonas. Iam just asking him to state. 

Mr. Kiwetman. I can’t recall any suit. 

Mr. Jonas. You have not been involved in any trouble? Your 
reputation for paying your bills is good locally is what I am trying 
to ask to give you an opportunity to say if that is true. You are the 
one who would know whether you have had any trouble of that sort 
or not. 

Mr. Kimetman. We have not had any trouble. There are times 
probably in off-season periods which occur in all resort areas where 
you have seasonal operations. Maybe you carry your accounts longer 
in the summer than in the winter but we have never had difficulty with 
anybody. 

Mr. Jonas. You have never been in default with your water bill 
have you, or your power bill, or anything of that sort? Do you pay 
those pr omptly? ? 

Mr. Kimetman. Let me say we take as much time as is allowed on 
our water bills. We pay our power bills promptly. 

Mr. Jonas. How much is allowed on the water bill ? 

Mr. Krmetman. Every 3 or 4 months. It is kind of an easy opera- 
tion. They may call up and say you are 3 or 4 months behind, pay 
your water bill, and you pay it. 
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Mr. Jonas. Do they ever send the United States Attorney up to 
collect it? 


Mr. Kimetman. No, sir. 

Mr. Jonas. Never have done that? 

Mr. Krwerman. No, sir. There was one occasion when they turned 
our water off about 2 years ago, 2 or 3 years ago. 

Mr. Jonas. Why did they do that? 

Mr. Krvetman. There was a check in the mail to them and they did 
not wait. 

Mr. Jonas. How old was that bill? 

Mr. Kiwetman. A few months old. I might add at the time that 
there was a problem in connection with that. The Virgin Islands 
Government in connection with a tourist promotion scheme that we 
had worked out with the tourist development board, had advanced the 
funds, owed us approximately $800. It came during a slow time in the 
summer season. Our bill was $800. I went to see the then Governor 
De Castro and said, Why don’t we clean up this entire matter and ap- 
ply that $800 against the water bill? 

He said “One has nothing to do with the other.” He was very 
sympathetic to the problem. “I will try to clean up that matter, but 
in the meanwhile, pay the water bill.” I said, “I will.” I left the 
office, wrote a check and put it in the mail. 

Mr. Jonas. He did not wait to get it? 

Mr. Kimetman. He had nothing to do with it. It went to the Com- 
missioner of Finance. They turned it off for 5 or 10 minutes. We 
have never been sued. I think our credit is pretty good and we have 
no problem in getting credit in the Virgin Islands. We get loans up 
to the maximum limits from both local banks. 

Mr. Motionan. Mr. Kimelman, what did you say was the amount 
of your power bill a year, approximately ? 

“page Oh, last year it was dhont $27,000, $27,000 to $30,000 
offhand. 

Mr. Moxon an. I imagine your water bill is pretty high too, isn’t it? 

Mr. Krwetman. Our water bill runs about $20,000 a year. I might 
add that for a comparable hotel in a resort area like Florida, the com- 
bined total of those 2 bills would be about $10,000 a year. We are 
paying about $45,000. 

Mr. Motzonan. What ~-as that last one? 

Mr. Krmetman. For a comparable resort in the Florida area of our 
size, the combined power and water bills, we had a survey made of 
that a few years ago, I don’t remember the exact figures but their 
costs would be approximately $10,000 to $12,000 a year for power and 
water where ours are about $45,000. 

Mr. Motionan. The cost of your public utilities is paid directly into 
the Government of the Virgin Islands or into the Virgin Islands 
Corporation ? 

Mr. Kimetman. Yes, sir. 

Mr. Motiouan. Approximately $50,000 a year? 

Mr. Krwetman. Yes, sir. 

Mr. Motr1onan. For water and power alone? 

Mr. Kimetman. Yes, sir. 

Mr. Morzonan. That is all. 

Mr. Cuuporr. No further questions. Thank you, Mr. Kimelman. 
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Dr. Bartlett? 

Dr. Bartlett, you are being recalled at this time because of the 
testimony made by Mr. Kimelman. I presume that you heard what 
he said. I don’t think we have to make any formal inquiry of you. 
I believe that the subcommittee would like to have, as soon as you can 
get it prepared, a full file on this application, and I would like you to 
tell us generally to the best of your recollection the whole situation 
concerning this appication and your reasons for turning down the 
loan. 


FURTHER STATEMENT OF KENNETH A. BARTLETT, PRESIDENT, 
VIRGIN ISLANDS CORPORATION 


Mr. Bartterr. I would like to go back and review the entire record 
perhaps from the beginning of the application which was submitted 
to me as Mr. Kimelman pointed out, in correspondence. 

It was taken up at the Board of Directors meeting held in the 
Virgin Islands, last February I believe it was, I don’t remember the 
exact date. At that time we did not have sufficient funds under our 
loan authorization to make a loan of $240,000. We had pending 
approval or had approved at that time other loans which meant that 
we would be in excess of our authorization. 

It was agreed at that meeting by the board of directors that we 
should ask for a deficiency appropriation from Congress or a de- 
ficiency authorization to increase the loan funds to $1 million. That 
legislation was prepared by Interior, was approved by the Bureau 
of the Budget, and I testified before both Houses of Congress in 
connection with the request. 

The request as I say was for I think $525,000 or $550,000. Congress 
granted us $125,000. At the meeting on June 28 to which Mr. Kimel- 
man refers, the board took under consideration the loan. 

No action was taken on the loan because at that time we had had 
no action from Congress as to whether or not we were to have funds 
available. The Board did not turn down the loan on June 28 as was 
testified to by Mr. Kimelman. The matter was tabled at that meeting 
for further consideration. A subcommittee of the board of direc- 
tors was appointed to confer with Mr. Kimelman, and his associates, 
about the poor public relations of the hotel. He has reported to you 
what took place at that meeting. The loan was still pending before 
the board of directors at that time. 

At the meeting held in Washington on September—of which I 
have a copy of the minutes before me—on September 27, 1956— 
before reading the motion I would hke to call to your attention the 
fact that the congressional appropriation for the purpose of making 
loans totaled $575,000. We had available or we had outstanding 
loans and loans pending at that time of $344,510, which leaves a bal- 
ance of less or just about what we were being asked to make as a loan 
to the Virgin Isle Hotel. 

The Board of Directors discussed the matter and they felt that 
it was in the best interests of the Virgin Islands to make smaller loans 
rather than make one large loan to any corporation for that amount 
of money in view of the fact Congress had turned down our request 
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for almost $550,000 and had allowed us only $125,000. The minutes 
of the September 27 meeting read: 


After considerable discussion of the loan situation, a motion was made by 
Governor Gordon that the loan application of the Virgin Isle Hotel be declined 
for the reason that, if the loan was granted, it would largely deplete funds avail- 
able for the loan program and foreclose further consideration of other loans 
to smaller enterprises. 


The motion was seconded by Mr. Robbins and unanimously approved. 


That is my statement, sir. 

Mr. Cuuporr. Any questions / 

Mr. Mollohan ? 

Mr. Motironan. Then actually, Dr. Bartlett, there was no reason 
for not approving the loan other than that you did not have the cash? 
Is that the whole sum? 

Mr. Bartierr. That is the whole sum and substance of the matter. 

Mr. Motionan. If you had had an adequacy of funds, in your opin- 
ion, it was an approvable loan and the loan would have gone forward ? 

Mr. Bartierr. I cannot speak for the Board of Directors. The 
question was raised forcefully by Mr. Robbins who was former head 

of the Reconstruction Finance Corporation, regarding the question 
of the second mortgage and I have no reason to know what attitude 
would have been taken on his part in connection with the second 
mortgage. The general loan policy of Vicorp does not permit the 
taking of a second mortgage. 

Mr. Cuuporr. Dr. Bartlett, did you notify the Virgin Isle Hotel 
Corp. in writing that they had had public relations ? 

Mr. Barrtetr. No, sir. 

Mr. Cuuporr. Was that a discussion in the meeting ? 

Mr. Bartierr. We did not say the loan had been turned down. It 
was a discussion of their public relations. The loan was still pending 
before the Board. 

Mr. Cuuporr. This list of loan applications you gave us, you said 
left the Virgin Islands application off ¢ 

Mr. Barrett. Yes, sir. 

Mr. Cuvporr. Is that the only one? 

Mr. Bartuert. Yes, sir. 

Mr. Cuuporr. Just one of those things? 

Mr. Bartiertr. Just one of those things. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. I would like to know how you could have failed to 
include the biggest application that has even been filed with you 
in getting us up a list? 

Mr. Bartierr. That is simply just one of those things that crept 
in, sir. That is all I can tell you. 

Mr. Jonas. Of course you did not prepare it ? 

Mr. Barrett. I have not prepared it myself. I was asked for it I 
believe last Thursday by Mr. Perlman. 

Mr. Jonas. I would like to find out how anybody in your office could 
forget the biggest application you have ever considered since—what 
year was it? 

Mr. Barrier. 1949. 

Mr. Jonas. I just can’t see how you could have overlooked that. 

Mr. Bartierr. There was certainly no intention. 
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Mr. Jonas. It gives reason for people to wonder about why it was 
left off. 

Mr. Barrierr. Yes, sir. We recognize the loan application as being 
filed and being considered. 

Mr. Jonas. I do not have any questions. 

Mr. Cuvuporr. Mr. Minshall ? 

Mr. MrinsHatu. No questions. 

Mr. Cuuporr. Thank you, Dr. Bartlett. Dr. Bartlett, while we 
are here I want to give you an opportunity to appear again. I don’t 
know what is going to come up on St. Thomas next Monday. We have 
a number of requests for witnesses to testify, but I thought it would 
be better for you to be over there than for us to ask you to come down to 
Washington next January to testify. 

Mr. Bartterr. I explained to Mr. Perlman that I have reservations 
going north. We have a Board meeting next week and I would like 
to be excused. If there are questions in connection with the Develop- 
ment Authority, I am sure Mr. Gray, my Manager, is quite capable of 
answering them. He will be glad to answer any questions. 

Mr. Cuuporr. I want to ask you one question. This just occurred 
to me. 

The Virgin Islands Corporation places a substantial amount of 
insurance, doesn’t it, casualty insurance? Do you have any casualty 
insurance ? 

Mr. Barriert. At the airport only not the Corporation. 

Mr. Cuuporr. Fire insurance? 

Mr. Barrerr. No; we carry no fire insurance. 

Mr. Cuuporr. All the insurance is purchased just for the covering 
of the airport properties; is that it? 

Mr. Bartietr. Yes sir; outside of our insurance on sugar, when 
we are shipping sugar, those two things. 

Mr. Cuuporr. You have cargo insurance? 

Mr. Bartierr. Cargo insurance? Yes, sir. 

Mr. Cuuporr. How much money do you spend a year on insurance 
premiums ¢ 

Mr. Bartierr. I would have to get the information. It is compara- 
tively small, less than $10,000. 

Mr. Cuuporr. Do you place that insurance business in the Virgin 
Islands? 

Br. Bartitetr. No. The business on the airport I believe was placed 
with a Puerto Rican firm and the sugar insurance is placed through 
our sugar broker who handles that for us in connection with the sale 
of sugar. 

Mr. Cuvuporr. You do not buy any of your insurance at all from 
any brokers in the Virgin Islands? 

Mr. Bartierr. No, sir. 

Mr. Cuuporr. Thank you. That is all I want. 

Mr. Jonas. I do want to ask one question. Did any member of this 
subcommittee or members of the staff inform you or discuss this hotel 
loan application before today ? 

Mr. Bartietr. No, sir; not before today. 

Mr. Jonas. Nobody has asked you any questions about it? Members 
of this staff ? 

Mr. Bartierr. I am not sure whether it came up in my discussions 
with the staff or not. 
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Mr. Pincus. Can I fill the record in on that, Mr. Chairman ? 

Mr. Cuuporr. Yes. 

Mr. Pincus. We interviewed—there is no intention here to embar- 
rass anybody, but I think Dr. Bartlett knows we interviewed him on 
the loan program. 

Mr. Bartietrr. Yes; on the loan program in general. I could not 
say whether this came into it or not. 

Mr. Prncus. We talked to you about the $100,000 loan to the Carlton 
estate and we asked you to furnish a file on that, the application and 
so forth, and you agreed to do that. In the course of that interview, 
because this application by the Virgin Isle had been brought to our 
attention, we asked Dr. Bartlett whether any other application had 
been made or was pending on behalf of another hotel. I think we 
asked you that question, and I think at that time you indicated that 
no we application by another hotel had been made. ‘That is where 
we dropped it at that particular point. 

Mr. Jonas. That is the reason I have been sort of disturbed about 
this proceeding this afternoon. Obviously the members of the staff 
knew what Mr. Kimelman was going to testify about and obviously 
they knew about his feeling against the Board because they turned 
his loan down. I would like to know why they did not discuss this 
matter with Dr. Bartlett before today, when they interviewed him 
several times, to get this story. I think if they had gotten this story, 
it would not have been necessary for us to use up all this time this 
afternoon. It certainly would not have been necessary for me to indi- 
cate that I am worried or upset about it. 

Mr. Pincus. I believe we were rushed for time, and at that point 
I think we had to cut our interview short, if Dr. Bartlett recalls. 

I don’t think there was any intention on any side not to go into it, 
but we did discuss the loan program with Dr. Bartlett. I believe 
that is about where we left it, and then we went on to inspect. 

Mr. Minsnatu. Mr. Pincus, who else did you talk to over here 
besides Dr. Bartlett ? 

Mr. Pincus. On St. Croix? I think Dr. Bartlett is the only person 
we interviewed. 

Mr. Minsuatt. Didn’t you talk to his comptroller, his auditor, or 
anyone else ? 

oe Pincus. We went over the whole Corporation that morning 
in brief. 

Mr. Bartiett. Yes, sir; they arrived here about 10: 30. 

Mr. Mrinsuatt. You did not discuss it with anyone else then the 
whole time you were over here ? 

Mr. Pincus. That is right. 

Mr. MinsHati. How much time did you spend here? 

Mr. Pincus. We spent about 3 hours talking to Dr. Bartlett. Until 
the 5:35 plane, which is the plane we are going to take back today. 

Mr. Mirnsuatt. Why wasn’t this mentioned to the minority mem- 
bers last evening when we had this discussion ? 

Mr. Prncus. Well, we had no—— 

Mr. Mrnsuauy. We specifically called a meeting to inquire what 
was going to be discussed here today. This was not even mentioned. 

Mr. Pincus. Mr. Chairman, I am not on the witness stand. 


Mr. Minsnaus.. We never mentioned this, Mr. Chudoff, and you 
know it. 
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Mr. Cuuporr. We did not mention it specifically but we said we 
would talk about the loan operations. I read it at the executive 
meeting. 

Mr. Tirwetsta We have been here for nearly 4 hours, and nearly 
2 hours have been taken up with this discussion alone. 

Mr. Cuuporr. That is what happens at these hearings. I would 
just as soon get through in 20 minutes if we could. I don’t want to 
waste a lot of time, Dr. Bartlett. I just want to clear up the record. 

On July 11, you wrote a letter to Secretary Seaton which you 
signed as president of the Virgin Islands Corporation concerning this 
loan, and you said to him, as you have already testified, that the 
only reason you did not give the Virgin Islands Corporation a loan 
was because of the fact that you did not have the money. 

I would like to read you from this letter so we can get it straight 
in the record, It is one paragraph. 


The Virgin Isle Hotel representatives were advised the request for a loan to 
finance construction of 30 additional rooms had not been approved by the Board 
of Directors at their last meeting for several reasons. It was pointed out to 
them that the legislation authorizing the Corporation to increase the funds 
available for loans had not yet received the approval of the Congress. 

Secondly, that a complete study of their present business operations and the 
projected increased income anticipated from the additional rooms had not been 
completed. 


And thirdly, that there was reluctance on the part of the Board to consider 
the loan in view of the poor public relations which are known to exist in con- 
nection with the operation of the Virgin Isle Hotel. 

So there was not 1 reason, there were 3 reasons? 

Mr. Barrierr. I mentioned two. I failed only on the second rea- 
son. I think that is in response to Congressman Mollohan’s question. 

Mr. Cuuporr. Thank you, Dr. Bartlett. 

Mr. Fleming? 

Mr. Jonas. Mr. Chairman, the reporter says he does not have a 
copy of the answer to Mr. Seaton. 

Mr. Cuuporr. Do you have the answer there ? 

Mr. Bircn. I understood copies were going to be furnished by Dr. 
Bartlett. 


Mr. Cuuporr. Would you identify yourself for the record, please? 


STATEMENT OF ROBERT S. FLEMING, MERCHANT AND FORMER 
MEMBER OF THE VIRGIN ISLANDS LEGISLATURE 


Mr. Fiemine. My name is Robert S. Fleming. I am a merchant 
and former member of the legislature for 8 years. 


Mr. Cuuporr. Do you have a prepared statement to offer the 
committee ? 


Mr. Fiemrna. I have some notes. 
Mr. Knox. Mr. Fleming, may I inquire as to what subject you are 
going to testify on? 

_ Mr. Fiemine. I want to cover principally the Government opera- 
tions here insofar as the insular government is concerned and to treat 
lightly on other matters. 

Mr. CuuporFr. Mr. Fleming, were you ever interviewed by a member 
of the staff of this committee? 
Mr. Fiemine. No. 


Mr. CHuporr. How did you come here today ? 
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Mr. Fiemine. By reading in the newspaper of your coming and 
my genuine interest in the welfare of the island and feeling that I 
could be of some service in making known to you certain facts. 

Mr. Cxuporr. Proceed. Would you try to be as brief as possible? 

Mr. Fiemrne. I will. 

Mr. Cuuporr. The subcommittee has to get a plane and we don’t 
want to miss it. 

Mr. Fremrnc. Mr. Chairman and gentlemen of the subcommittee, 
thank you for the opportunity to appear here and for your interest in 
these islands. 

I appear here with no ax to grind, but a profound interest in the 
welfare of the Virgin Islands. I was born here in 1908 of parents 
and grandparents who are also of this island. I witnessed the trans- 
fer of these islands from the Danish sovereignty in 1917, at which 
time we had just passed through an economic and social revolution, 
and into an efficient orderly era which lasted until 1930 under the 
Navy Department. 

This was followed by worldwide economic collapse and our being 
given civil government overnight. These islands with their vastly 
different economies had to adjust to many new practices and methods 
of operation under Government ownership of the largest sugar fac- 
tory and rum distillery in competition with the smaller native owned 
and operated plants. 

Coming quickly along was the new Organic Act of 1936 which gave 
us universal suffrage. On through most of the 40’s we struggled with 
the war and its aftermath. Over the past 10 years the islands have 
made some economic progress, particularly with tourism, while on 
the other hand we lost our political equilibrium and retrogressed to a 
point where a reorganization of the government of the Virgin Islands 
was attempted, but so far has been more expensive and much less 
efficient. 

In fact I might say is not being worked out. 

Mr. Chairman, this is a brief resumé of the islands’ history over the 
past 40 years. While the Federal Government has been generous 
with funds, it has also played politics with the top officials sent here 
to administer the government and the Federal Government projects. 

By this I mean that many of the top officials did not have the back- 
ground, the training, or the knowledge of local conditions and needs. 

This situation was made much worse by unscrupulous local politi- 
cians who have had a field day at the expense of a people who did not 
know how to safeguard their rights and privileges under universal 
suffrage. 

The net result of this is total confusion, the like of which we have 
never known, coupled with the fact that the credit of the Government 
of the Virgin Islands is worthless. 

Thousands of dollars of unpaid bills plague local businessmen to 
the extent that merchants have refused credit to the government. 

In my opinion the government is not properly organized and needs 
to have officials with wisdom and vision, interest and energy, rather 
than those who do nothing. 

‘The people are being taxed more each year for huge salaries paid 
to many useless employees, which leave little to be spent on materials 
and supplies to operate the various departments. 
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Our hospitals are often out of the most needed supplies. Our tele- 
phone system is frequently out of order for days, while crowds of 
incompetent employees mill around in numerous trucks. The public 
works departments is unable to clean the towns or provide adequate 
sewage disposal, even after money has been invested in underground 
pipes and citizens begging to connect for years. 

Our cemeteries are 2 disgrace and resemble dumps. Our roads are a 
disgrace and unsafe for the 400-percent increase in vehicles which 
travel at greatly increased speeds. 

Our airport improvement is bogged down. Our dock project on 
which citizens have voluntarily subscribed approximately $21,000 to 
make a reality is buried by a port authority for many months. 

Years of effort without 1 cent from the government has been put 
into providing docking facilities to help ourselves. Even in this the 
local government displays its negative attitude. Commissioners who 
should never been been employed, who are picked up from favorites 
and handed $11,000 salaries, only to result in a fiasco. 

The most of our legislators consider themselves first, while they 
kick about the organic act, which they have made up their minds to 
sabotage in an effort to prove it unworkable so they could start to 
tamper with it. 

I say let us give it a chance and work out locally some of the angles 
onit. Please leave the organic act alone until it is tried fairly. Leave 
the Virgin Islands Corporation as is, so that the people can continue 
to enjoy the benefits from the capable management under which it now 
operates. 

Yes, do let it alone. Avoid it falling onto the hands of local con- 
fusion with men who only seek power. Make possible the turning 
over of the telephone service system to the Virgin Islands Corporation, 
so that it may handle that in the same efficient manner in which the 
electric light is handled. 

Guard against changes in our tax laws which will cheat the National 
Treasury of revenues it is entitled to and which it will be called upon 
to match down here. 

Continue the practices of appointing a governor from the best 
available, regardless of color or creed, lest we end up in a blood bath 
down here with all factions fighting. 

Organize efficient government in St. Croix where today we are 
totally forgotten people, deprived of our fair share of consideration as 
American taxpayers. 

As we move in this direction have the government secretary sta- 
tioned in St. Croix give us some semblance of government here, or have 
the administrator given the powers he had under the 1936 organic act. 

Please understand you can ruin us by giving us more authority than 
we can handle too soon and then abandon us with an independence or 
some sort of self-government scheme such as a father who might run 
away from ason he had overindulged. 

Mr. Cuuporr. Mr. Fleming, I just have one question. You gave a 
rather general statement. The thing that impressed me was you said 
the Virgin Islands government had run up a series of bills with the 
local merchants and refused to pay them. Does the Virgin Islands 
government owe you any money ? 

Mr. Fremtna. They certainly do. 
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Mr. Cuvuporr. How much do they owe you and for what? 
wi Fiemine. They owe me for supplies, merchandise, and so on, 
an 

Mr. Cuuporr. What kind of supplies? 

Mr. Fieminc. Automobile supplies, tires, parts. 

Mr. Cuuporr. How much do they owe you? 

Mr. Fiemine. They owe me in the vicinity of around $2,000-$2,500, 
thereabouts. 

Mr. Cuuporr. How old is the debt ? 

Mr. Fiemine. The debt runs back 3 or 4 years. I have reference to 
a particular amount which I struggled and fought to get for well 
over a year—about 18 months—and was unable to get, even though 
it had been approved and passed and even though the Comptroller had 
written an opinion on it, and for 3 months even after that had been 
done I could not get it, and only with his aid and help was that paid a 
short time ago, and that was in the amount of $2,100 itself. 

Mr. Cuuporr. Have you cut off the credit of the Virgin Islands 
government ? 

Mr. Fiemine. I have at times. 

Mr. Cuuporr. Evidently some of these things that you claim are due 
and owing you are for supplies which were not procured in accord- 
ance with the laws of the Virgin Islands. Is that right? 

Mr. Fiemine. Yes. I have one instance of a perfectly bona fide 
bid that was sent out and I was the lowest bidder. The bid was 
awarded to me and supplied to the Public Works Department here 
well over a year and a half ago, and I have made repeated efforts 
to try to collect it. 

It is an item in the amount of two-hundred-odd dollars. I met 
nothing but a smile and am told “I am sorry but you see, Mr. Flem- 
ing, in St. Thomas they cut off our funds”—excuse me, not that— 
“closed our accounts out and there just is not any money to pay 
you.” 

Mr. Cuvporr. Has the Comptroller of the Virgin Islands ruled you 
are not to be paid ? 

Mr. Fiemine. Oh, no. 

Mr. Cuuporr. They just won’t pay you? 

Mr. Fiemrna. They just won’t pay me. 

Mr. Cuuporr. The courts are open to you, Mr. Fleming. 

Mr. Fiemine. It is not necessary to go to a court because they don’t 
say they won’t pay in the sense that they are refusing to pay. They 
just simply give you a runaround and it is murdering business people 
in St. Croix who have to go to St. Thomas to collect the smallest bills 
they owe. 

Mr. Cuuporr. If I were you I would start an action, file a com- 
plaint, and I believe they have to file an answer in 20 days. They 
either have to say they owe it or they do not. 

Mr. Fieminc. They agree they owe it. 

Mr. Cuunorr. If they say they owe it to you, you will get a judg- 
ment. 

Mr. Jonas. Mr. Chairman, will you yield? 

I think we are getting into something I think we ought to go into 
now and I would suggest you have a staff member make some notes 
here of this case, so we can ask this Comptroller when we get him on 
the stand. 
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Mr. Cuvuporr. Would you send to the subcommittee over in St. 
Thomas, a full statement of this? 

Mr. Jonas. What they owe you. 

Mr. Cuuporr. Together with invoices and bills, so we can talk to 
the Comptroller about why you have not been paid. 

Mr. Fiemine. Yes. I will say this. That the only person that I 
have been able to get any action from is the Comptroller. I have 
spoken to the Governor of the Virgin Islands, Mr. Claunch, the head 
of the department, and all down the line. 

Mr. Jonas. We will find out. You just give us the information in 
such form that we will know what we are talking about and we will 
get them on the stand. 

Mr. Fiemrne. I will give you the number of the awarded contract 
and everything, amount, date, and everything that goes with it, so you 
can pursue it. 

Mr. Cuvuporr. Do you have another copy of that statement ? 

Mr. Fieminea. I can prepare one for you. 

Mr. Cuvuporr. Will you see that we get a copy of it? 

Mr. Fremine. I will. 

Mr. Cuuporr. Are there any questions? Thank you, Mr. Fleming. 

Is Mr. Skeoch here? 

Mr. Skeoch, would you identify yourself for the record, please? 


STATEMENT OF NORMAN SKEOCH, PRESIDENT, CHAMBER OF 
COMMERCE, ST. CROIX 


Mr. Cuvuporr. Would you identify yourself, Mr. Skeoch ? 

Mr. Sxrocu. I am president of the Chamber of Commerce of St. 
Croix and I am a merchant in Christiansted. 

Mr. Cuuporr. Were you interviewed by any members of our staff? 

Mr. Sxrocu. No, sir. 

Mr. Cuuporr. How did you come here today ? 

Mr. Sxrocu. By hearing on the radio and reading the paper that 
you were having this hearing. 

Mr. Cuuporr. Now would you proceed, please, sir? 

Mr. Sxeocnu. I would just like to make 3 brief points: the first one 
being that the island of St. Croix has been virtually without a govern- 
ment for quite some time, possibly 2 years. 

By that I mean that the administrative assistant in St. Croix seems 
to have absolutely no authority to do anything. There is no one in St. 
Croix that anyone can go to with a complaint. Everything has to be 
referred to St. Thomas, and frequently when those matters are referred 
to St. Thomas by letter, we never get an answer. St. Croix is suffer- 
ing from that condition and has been doing so for some time. 

Mr. Knox. May I ask you a question? Did you ever transmit any of 
your requests, that is requests of the government, through your duly 
elected representatives to the legislature in the Virgin Islands? 

Mr. Sxrocn. You mean in writing? We have taken it up with the 
duly elected representatives verbally. 

Mr. Knox. Were they able to help you? 

Mr. Sxrocu. They have not done much. 

Mr. Knox. Did they try to help you? 

Mr. Sxeocn. I think they did. 
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Mr. Knox. But they were unsuccessful in their dealings with the 
government officials whom you had endeavored to correspond with 
but had no reply ? 

Mr. Sxeocu. That is right. 

Mr. Cuuporr. Mr. Skeoch, do you have copies of any letters which 
you sent to various gov ernment officials in St. Thomas that they had 
not answered 

Mr. Sxrocu. Well, I have only been the president of the chamber of 
commerce for about 2 weeks. I would hesitate to answer that ques- 
tion, but I believe that the chamber has written some letters that have 
not been answered. 

Mr. Cuuporr. Will you be in a position to get copies of those letters 
and supply them to the committee so we can talk to the proper officials 
over there to find out why you did not get an answer to legitimate 
complaints ¢ 

Mr. Sxzocu. I will. 

Mr. Cuuporr. De you want to continue? 

Mr. Sxeocu. The other point is regarding Vicorp. The chamber 
feels very strongly that the Virgin Islands Corporation should be 
rechartered when their present charter runs out in 1959, for the 
simple fact that Vicorp is a vital organization in St. Croix. 

It is the lifeblood of the island of St. Croix, and as far as all the 
small growers are concerned, if Vicorp was discontinued, they would 
be in a terrific plight as to where to dispose of their sugar crop. 

There has also been a suggestion that Vicorp be turned over to the 
local government. Well, I do not think I need to belabor that point. 
The local government has not done too w “a ful a job in running 
itself much less trying to take Vicorp over. I did make a suggestion 
at a hearing we had with the Secretary of the Interior, and that was 
to this effect. Vicorp gets deficit appropriations annually to balance 
its budget, so to speak, and they have difficulty every year in getting 
those appropriations, and the suggestion is made that rather than go 
and get deficit appropriations ‘annually, that their deficit be ear- 
marked out of the funds of the Internal Revenue taxes that come 
back to the islands or that portion of the tax that comes back to the 
islands, that that be earmarked for that deficit and not put in the 
local government whereby it becomes a terrific football. 

Mr. Morronan. Mr. Skeoch, aren’t you the former President of 
Vicorp ? 

Mr. Sxeocn. No, sir; it is another Skeoch, my cousin. 

Mr. Cuuporr. Do any of the members of the subcommittee have a 
question on this point ? 

Mr. Jonas. I would like to make a comment on that. 

I doubt if Congress would ever be willing to do that, Mr. Skeoch. 
I have served in the past on the Appropriations Committee, and they 
like to keep up with these deficits that are created. What you are 
proposing there is that the Corporation would have its deficit taken 
care of automatically without Congress knowing about it, so to 
speak. I know you did not have that in mind, but that would be 
the practical effect of it, and I would not think that you would have 
much chance getting that accomplished, but I am inclined to agree 
with you from what I have learned since I have been here that this 
Corporation is a very important part of the economy of this island. 
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I don’t understand why you do not have any kind of government 
though, over here on this island. How do you maintain order?) Who 
appoints the police department and who fixes the streets ? 

Mr. Sxrocu. The simple functions of government are operating 
such as the health department and all of that. What I meant was 
that there is no authority over here. There is no one to whom you 
can go with a complaint. 

Mr. Jonas. There was a suggestion made in St. Thomas, I believe, 
that the act be amended to provide for the appointment of a Lieuten- 
ant Governor to reside over here on this island. Is it something of 
that sort you had in mind? 

Mr. Sxeocnu. I think the purpose behind that was to put someone 
over here of possible cabinet rank. That person would have the 
authority to supervise the departments that exist at present. 

Mr. Jonas. I hope this does not get in the St. Thomas newspaper, 
but you would not have any objections to moving the capital over here, 
would you ? 

Mr. Sxreocu. That seems to be almost impossible. Certainly we 
would have no objection. 

Mr. Jonas. I am surprised. You seem to have better quarters over 
here than they have over there for the government function. At least 
you have better quarters for the general assembly to meet in than 
the one room we had our hearing in earlier in the week. 

Mr. Cuuporr. The point you are trying to make is that the Admin- 
istrator for the Island of St. Croix is merely a liaison officer for the 
Governor of the Virgin Islands? 

Mr. Sxrocu. That is right. 

Mr. Cuuporr. In other words, you come and tell him what you 
want, he has to tell the Governor what you told him, the Governor 
tells him what to tell you, and he comes back and tells you what the 
Governor told him. 

Mr. Sxrocn. That is right. 

Mr. Cruporr. You had another point? 

Mr. Sxrocn. I made the three points, rechartering Vicorp, not 
putting Vicorp under local government, and the lack of authority for 
administrative assistance in St. Croix. 

Mr. Cuuporr. If you will supply us with the information, we will 
be glad to look into it next week when we have our hearings in 
St. Thomas. Thank you very much. 

Mr. Mottonan. Mr. Skeoch, about the difficulty in collecting bills. 
Is that general ? 

Mr. Sxeocu. It is general. Payments are very slow. 

Mr. Cuvporr. Does the government owe you any money? 

Mr. Skrocu. Yes: they do. 

Mr. Cuuporr. Are you having the same difficulty as the prior 
gentleman ? 

Mr. Sxrocu. I am having some difficulty; yes. 

Mr. Cuuporr. Will you give us a copy of those accounts and maybe 
we can help you. 

Mr. Sxeocr. All right, sir. 

Mr. Lantean. Could you tell us what in your opinion is the diffi- 
culty in collecting bills, what it stems from in your opinion? 
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Mr. Sxsocu. I think there has been possibly a practice of over- 
spending on the budget. In some instances, debts have been incurred, 
and when the vouchers are processed, they find that the budget has 
been exhausted, and they have either got to wait and get a deficit 
appropriation or try and get it into next year. I think that is part 
of it. 

I think there is also another part, just negligence on the part of 
some of the department heads, in processing. 

Mr. Cuvuporr. Do you think they might not be competent to handle 
the jobs they are holding? 

Mr. Sxrocu. Well, I would not like to say that. 

Mr. Cuupvorr. I don’t want you to say it. If there are no further 
questions, do we have any other witnesses ? 

Mr. Jonas. I would like to ask just one. You have not been in the 
chamber of commerce long enough to have done it, but has anybody 
ever gone over and sat down—following an appointment obtained 
in advance, with the Governor—and gone over this problem of bills 
with him to enlist his help ? 

Mr. Sxeocu. You mean of bills that are owed ? 

Mr. Jonas. Yes. 

Mr. Sxeocu. I really could not answer that. 

Mr. Cuuporr. Thank you, Mr. Skeoch. 

The subcommittee stands adjourned until 9 o’clock Monday morn- 
ing, when we will meet in the council chamber in St. Thomas. 

(Whereupon, at 4: 40 p. m., the committee was adjourned, to recon- 
vene at 9 o’clock a. m., Monday, December 10, 1956.) 
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ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT AND 
THE VIRGIN ISLANDS CORPORATION 


MONDAY, DECEMBER 10, 1956 


HovsE oF REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND REesources 
OF THE CoMMITTEE ON GOVERNMENT OPERATIONS, 
Charlotte Amalie, St. Thomas, Virgin Islands. 


The subcommittee met, pursuant to adjournment, at 9:30 o’clock 
a. m., at the Legislative Council Building, Representative Earl 
Chudoff (chairman of the subcommittee) presiding. 

Present: Representatives Chudoff (presiding), Mollohan, Jonas, 
Knox, and Minshall. 

Also present: Arthur Perlman, staff director; James A. Lanigan, 
counsel; Christine Ray Davis, staff director (Committee on Govern- 
ment Operations) ; William Pincus, associate general counsel (Com- 
mittee on Government Operations) ; and Helen M. Boyer, minority 
professional staff member. 

Mr. Cuuporr. The subcommittee will be in order. 

In view of the fact that this is our first day of hearings in Charlotte 
Amalie, I would just like to repeat part of the statement that I made 
on St. Croix on Friday. 

Last year the staff of the subcommittee, under my supervision, con- 
ducted an extensive study of a number of governmental problems in 
the Virgin Islands, and we filed our findings in a memorandum on 
March 28, 1956, which was sent to all subcommittee members. Copy 
of the memorandum has been made part of the record and will appear 
in the printed record. 

Subsequently, in April of 1956, the subcommittee voted unanimously 
to continue our study of the problems of the Virgin Islands. Of 
course, you know on December 3, 4, and 5 our subcommittee met jointly 
with the Territories Subcommittee of the House Committee on Interior 
and Insular Affairs and heard some testimony on the problems con- 
cerning the Organic Act. However, several sections of the act, those 
relating to the Government Comptroller, were left for our committee, 
and we will go into these sections during the course of our hearings. 

In addition, we will hear from the Government comptroller of the 
Virgin Islands, the Virgin Islands Department of Health, the Virgin 
Islands Department of Finance, the operation of the tax assessor’s 
office, and the water problems on the island. 

Now, we do have a list of 10 witnesses who have asked to be heard 
and whom we have asked to appear before us. However, if there are 
any other witnesses, either connected with the government or just 
citizens of the Virgin Islands, if you will contact the staff and give 
them your name, advise them that you want to be heard, we will try, 
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if we have time, to hear you. Otherwise, in accordance with the policy 
of the subcommittee on Territories, you can submit a statement for the 
record. 

This morning as our first witness we are honored and privileged to 
hear from the Honorable Walter A. Gordon, Governor of the Virgin 
Islands. 

Mr. Kwox. Mr. Chairman, before starting into the hearings to hear 


the Governor, on the agenda, No. 4, the Virgin Islands Department of 


Finance, and the operations of the tax collector's office in relationship 
to the comptroller, I have heard several rumors since arriving here on 
the island relative to the question of rum that is being exported into 
the United States. 

I do not know as to whether the staff members have had an oppor- 
tunity or have endeavored to make any investigation relative to the 
rum situation that has been rumored here on the islands. I would 
request that two members of the staff be assigned to look into this 
matter of the illegal exporting of rum into the United States, so that 
we may be able to determine from their report how far we should go 
into the hearings on that subject matter. 

Mr. Cuuporr. Mr. Knox, I, too, have heard a lot of rumors. I 
understand that on the afternoon of the last day the Territories sub- 
committee was in Charlotte Amalie they had an executive session. 
What transpired in the executive session I do not know, and I was not 
even given the courtesy of being advised as to what they were going 
to do in that executive session. 

I have heard through various rumors that certain witnesses were 
heard concerning the false aging of rum or the false labeling of rum 
that was exported out of the Virgin Islands. I feel that the Terri- 
tories subcommittee had no jurisdiction whatsoever, that that was a 
matter for perhaps the Alcohol Tax Unit of the Treasury Department. 
Certainly it would come under the jurisdiction of the Committee on 
Government Operations. 

However, I do not think it is under the jurisdiction of our sub- 
committee. I think it might be under the Subcommittee on Legal and 
Monetary Affairs, of which Congressman Mollohan is chairman. I 
would not want to make a duplicate i investigation, but I do think what 
we should do is request the Territories subcommittee to send us a copy 
of the investigation, have our staff look at it, turn it over to this sub- 
committee right after we have the organization of the new committee in 
January, and then I think we can determine the advisability of going 
into the matter further. 

Mr. Knox. Mr. Chairman, I think it is a little broader than what 
you have stated. 

Mr. Cuvuporr. I only know what rumor tells me. If you know any- 
thing more specific, I would like to hear it. 

Mr. Knox. I would not say that I have anything more specific than 
what you have, but I do feel very strongly on ‘the point that the 
rumors circulated around the island and have come to me which now 
I feel it is our obligation as the subcommittee of the Committee on 
Government Operations to study the local government operations and 
its connection with the Federal operation, as far as the tax is con- 
cerned, on the distilled spirits that are exported from this island to 
the mainland. 
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Mr. Cuuporr. We do have the chemical analyst or the so-called gov- 
ernment gager, who is an employee of the Government, : and is to make 
certain reports, and I believe the reports or certificates are filed with 
the secretary. 

May I ask the sec retary if that is true? 

Mr. Crauncu. The insular gager keeps the reports. Recently I 
have requested him to turn over to me all the affidavits for the past 
2 years. I have them in my office. I certify that certain documents 
have been turned over to the government of the Virgin Islands in 
certain affidavits, and they are kept by the insular gager. I have all 
the affidavits for the past 2 2 years in a safe in my office. 

Mr. Cuuporr. Mr. Claunch, since we are de: ling with rumors, and 
I for one do not like to deal with rumors, may be we can start this 
thing off this way. 

In the course of the Governor’s testimony, he might devote part of 
the time to telling us how much he knows about this problem. That 
might give us a basis for starting an investigation. We just don’t 
know where to start because all we have are a lot of rumors. If the 
Governor can give us a starting point, I have no objection to the staff 
looking into the problem. The only thing is, if the Subcommittee on 
Territories has a complete investigation, it does not appear to me that 
it is good governmental practice to duplicate the investigation. 

I thought if they would turn their investigation over to us and we 
can take it up in executive session, then we can determine whether we 
want to look into the matter further. 

Frankly, I feel that Mr. Dawson, the chairman of the full com- 
mittee, would refer the matter to Legal and Monetary Affairs Sub- 
committee, which has jurisdiction over the Treasury Department, 
which would be the proper place to put it. 

I don’t want to step on anybody else’s jurisdiction, but if the Gov- 
ernor will tell us something about it, it may give us a start and we 
will see how far we get. 

Is that all right with you, Mr. Knox? 

Mr. Knox. Mr. Chairman, as far as rumors are concerned, I don’t 
want to deal with rumors either. That is the reason why I feel that 
our committee should go into it and make some study of it, that is 
through the staff members, and have the staff members report back to 
this subcommittee. I believe we should deal with facts, and there is 
only one way you are going to have facts and that is to go in and dig 
them out. 

Mr. Cuuporr. That is right. Let’s hear from the Governor on that 
point. 

Mr. Jonas? 


Mr. Jonas. I only wanted wanted to say, Mr. Chairman, that I have 
the feeling that a matter of this nature should be explored by a staff 
member before we go into an open hearing, if for no other reason than 
in the interest of saving time. 

We will plow over a lot of ground in an open hearing, and we 
~— streamline it if we knew the direction we ought to be going. 

I don’t want to get into a controversy with another subcommittee 
of our full committee. However, we do have, fortunately, two mem- 
bers of the Monetary Subcommittee here with us today. 

Mr. Cuuporr. We have three members. 
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Mr. Jonas. We at least have two. 

Mr. Cuuporr. I think I am a member of that subcommitte, too. 

Mr. Jonas. I would think no one would object to our having the 
staff make a little investigation of this thing, and if we decide not to 
go into it in a public hearing, why we will turn over our information. 

Mr. Cuuporr. I have no objection to the staff making an investiga- 
tion. In fact I feel strongly over the fact that the Territories sub- 
committee did not give us the courtesy of advising us. I think one of 
the places we should have been in with them more than under the 
organic act was on that executive session, if it had to do with the 
misbranding or mislabeling of rum. They never told us they were 
doing it. 

Mr. Jonas. May I make one other statement ? 

I think it would be sort of a reflection on the Congress if two com- 
mittees came here to the islands and conducted hearings and did not 
find out all we can about this situation which, from the rumors that 
I have heard, involve some fraud, or at least might involve fraud. 

Mr. Cuuporr. It could involve a lot of things. I thought the 
Governor would tell us a little bit about what he knows in the course 
of his testimony. That will give us a base to start with, and then 
we will assign it to 1 or 2 members of the staff. 

Mr. Pertman. Mr. Chairman, might I suggest that the Governor's 
office, probably through Mr. Claunch, turn over to me whatever re- 
ports they have received in connection with this incident and what- 
ever material they have and also have the insular treasury depart- 
ment representative or alcohol tax unit representative turn such 
material over to me? 

Mr. Cuauncu. The insular gauger has already turned over to me, 
and probably the only thing I could possibly turn over to you, would 
be the certificates for the export of rum. 

I have those in my office and I will be glad to give you either 
certified copies or photostat copies of them. I have got to keep the 
originals. 

Mr. Pertman. Do you know whether or not the insular represent- 
ative appeared before the other committee and testified ? 

Mr. Cirauncn. Yes, sir; he did. 

Mr. Mrinsuatu. Mr. Chairman, I share the same view that Mr. 
Jonas and Mr. Knox have expressed here this morning, and I think 
this committee would be derelict and remiss in its duties, if we did 
not immediately and forthwith conduct an investigation. 

You have adequate staff members here and I think one should be 
excused immediately to start an investigation of his own, regardless 
of what— 

Mr. Cuuporr. We are doing that, Mr. Minshall. 

Mr. Claunch is going to turn those papers over to Mr. Perlman. 
As soon as they have a chance to go over them this morning or this 
afternoon, they will immediately go out and investigate tomorrow 
morning. 

Mr. Mrnswatt. I think they should start their investigation today, 
immediately. 

Mr. Cuuporr. How much material do you have to go over? 

Is it very much, Mr. Clanneh # 

Mr. Crauncu. The material I have to go over is 2 years of docu- 
ments. Of course there are only 4 rum firms in this picture, and if I 
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give Mr. Perlman an export certificate of each of those 4 firms, I think 
that would be all the documents he would need. 

I would suggest that the staff talk to the collector of customs and 

the insular gager and from those two people you would get all the 
information you need. 

Mr. Peruman. Mr. Claunch, we would certainly like to talk with 
you. Inasmuch as you signed the certificates it would be very material 
to any investigation. 

Mr. Ciauncn. Yes, sir. I did not sign any of the certificates. I 
merely transmitted the certificates to the—— 

Mr. Pertman. You did perform some official action in connection 
with these certificates and to that extent you would be a material wit- 
ness in connection with any proposed inquiry. 

Mr. Cirauncu. Oh, yes. 

Mr. Cuuporr. We will be having a hearing on the alleged falsi- 
fication in the aging of rum, if we do not stick to our agenda. You 
get together with Mr. Claunch, have him give you such information 
as he may have and get the staff started on an investigation so we can 
have an executive session as fast as possible on it. Are you ready, 
Governor ? 


Governor Gorpon. Did you want me to remark on that, Mr. Chair- 
man ? 

Mr. Cuuporr. I think you might hold those remarks if we are 
going to make an investigation because we may decide to have you 
in executive session rather than in an open hearing. 


STATEMENT OF HON. WALTER A. GORDON, GOVERNOR OF THE 
VIRGIN ISLANDS; ACCOMPANIED BY CHARLES K. CLAUNCH, 
GOVERNMENT SECRETARY OF THE VIRGIN ISLANDS 


Governor Gorpon. I will start with the opposite extreme from 
liquor. I will go to water. First, I want to thank the committee for 
the courtesy of giving me the opportunity to have a few words, and 
second, to thank you for your interest in the welfare and operations 
of the government of the Virgin Islands. 

I think you will be better acquainted with our problems by your 
appearance here, rather than through correspondence. I want to 
mention the water problem because as I recall last year we discussed 
the tr problem quite a bit, and I think some progress has been 
made. 

To reiterate our predicament of last year, when I first came here 
we were confronted with the problem that has existed in the islands 
since the islands were found. 

Last year the Navy barged over 12 million gallons of water to us. 
We bought commerce ially 600,000 gallons of w ater at a cost of $9,000. 
The Nay y told us that they could not continue to haul water for us 
at the rate they were having to haul it because they had other respon- 
sibilities to carry out. T hey further said that we had to do something 
for ourselves. We met with the legislature and we proposed the idea 
of purchasing a water. barge and tug. We did that after the legisla- 
ture appropriated some money. 

Just prior to the barge coming, the Navy did haul over $250,000 
gallons. That is all the Navy has had to haul for us this year. Our 
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own barge has hauled around 1 million or maybe a little bit more, 
1,250,000 gallons of water from Puerto Rico. I should add the ad- 
vantage of having a tug as well as a barge at our disposal. In the 
first place we are not beholden to either a commercial outfit or to the 
Navy. We feel a sense of independence and pride in that we can do it 
ourselves. The tug has also been beneficial to us in that we can rent 
the tug out to governmental agencies or private concerns and the 
rental of it is $4.00 a day. W hen the cable was laid between St. 
Thomas and St. John by an outside outfit, they rented our tug for 4 
days, which helped a lot. 

Recently when Gretta hit St. Croix and all their lighter facili- 
ties were destroyed we were able to come to the rescue in an emer- 
gency like that and tow over five lighters from San Juan and keep 
the people in business there. 

Alcoa was dropping their freight on the docks here at the West 
Indies Co. because of the roughness of the seas and no lighter material 
over there. Yesterday noon I received a call from St. “Croix st iting 
that the winds were up to 30 or 35 miles per hour and the lighters 
were tied out in the stream. That is an open road there in Frederick- 
sted, and the sea gets pretty rough. They wanted the tug to stand by 
to keep the lighters from being torn from their moorings and then 
out to sea. 

If they had been washed up and destroyed, of course they could have 
collected their insurance and they could have in other cases but they 
wanted the tug over for a safety measure. The tug was sent. So we 
feel we have made some progress up to that point. Even though we 
had the tug, we had a survey made by a water engineering outfit from 
Philadelphia. 

T can’t think of the name of it right now. By the way, you asked 
me for a copy of that book and we have it. 

Gibbs & Hill, they made a water survey and made several recom- 
mendations, primarily distillation. We are presently looking into 
that along with the Saline Division of the Department of the Interior. 

Two proposals, one proposal would cost around $1.2 million, would 
be pure distillation. It is pretty expensive, but on the other hand, 
water is a necessity. The second proposal would cost about $1.5 mil- 
lion. That is distillation with power, electric power as a byproduct. 

We feel more favorably inclined toward the second. We need elec- 
tric power connected with St. John, in anticipation of a great develop- 
ment down here in the Virgin Islands; we feel that we need additional 
power, so we are leaning in that direction. 

However, the matter will have to come before the Congress of the 
United States in order for us to get the money. 

As you know, the title II funds ended as of June 30 of this vear. 
Maybe distillation is not the answer. My own feeling is that as long 
as we have to depend upon rainfall without the runoff of melting snow 
as we have in many places in the United States, we are still exposed 
to the elements, since we have no streams of any consequence, particu- 
larly on this island or St. John. 

We have flatter surfaces, of course, in St. Croix and their water 
problem is not as acute as it is here. Along that same line, our hopes 
and ambitions are to get running water in every house on the island. 
I think the people are entitled to it. Of course that is going to entail 
time and money and the availability of the water. 
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Touching public works—— 

Mr. Cuuporr. Governor, are you through with water now? 

Governor Gorpon. Yes. 

Mr. Cuuporr. I think it would be well that I ask these questions of 
you at this point because it concerns water. 

First of all, I talked to an engineer in California when I was out 
there on some committee business, who formerly was employed as a 
civilian employee of the Navy in the powerplant here on the Virgin 
Islands, and he told me that he felt that the heat that was lost in 
the generation of electric power for the Virgin Islands would be suffi- 

cient to distill sea water into fresh water, if a proper, inexpensive 
oh unt were built. 

Now, I don’t know anything about that except that he said that this 
heat is just going up into the air, and it could be used to boil and 
distill the salt water to make fresh water. Do you think there is any 
possibility of that? 

Governor Gorpon. I have heard of that system of distillation. I 
don’t know how practical it is on a large scale. This plan of Gibbs 
& Hill calls for diesel motors. If atomic energy is ever harnessed to 
the extent it can be used commercially, it certainly will reduce the 
cost of it. 

There again on the solar distillation system, you are depending upon 
the elements to a large extent, too. While I know there is hardly a 
day that goes by that we do not have sun for a short period of time— 
I only recall a couple of days since I have been here, and that has 
been over a year, that we have not had sun. 

Mr. Cuuporr. Then I have heard it said some people recommend 
trying to work an atomic energy method of distilling water 

‘Governor Gorvon. That is what we are looking forward to. 

Mr. Cuuporr. I think one day you will get an answer, and when it 
works out, it will certainly be a boon for these islands. 

Governor, I want to read you a letter I got this morning. I don’t 
know this gentleman except that he approached me in St. Croix on 
Friday and started to talk to me about this and I told him to write 
me a letter. It has to do with carrying the water from Puerto Rico 
to the Virgin Islands. 

Since we got this letter I think maybe you can tell us something 
about this problem. It is addressed to me and it is dated December 
8, 1956, on the stationery of O. C. Wilson, manufacturers’ direct rep- 
resentative, Frederiksted, St. Croix, Virgin Islands. 

It says: 

As location representative of Robert De B. Vale, operator of the Priscilla, a 
United States certified carrier of potable water, freight, and ship’s stores, with 
offices at 371 Bourse Building, Fourth below Market Street, Philadelphia 6, Pa., 
I would like to bring the following to your attention. 

Since 1948, the above firm, represented by the writer, has been interested in, 


and has endeavored to secure the contract to supply the town of Charlotte Amalie 
with water, as needed. However, at that time, and up to about two ago— 


there is a word left out of there— 


this service was rendered by the United States Navy, upon the discontinuance 
of the service by the Navy, the Virgin Islands government, without publishing 
its need for such service, instead bought its own tug and barge and proceeded to 
try to supply Charlotte Amalie with much-needed water. 


90694—57——_ 
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Subsequently, I offered to negotiate with the Virgin Islands government, for 
my principal, offering to transport water from Roosevelt Roads, Puerto Rico, to 
Charlotte Amalie, or St. John as needed at a cost of $3 a ton. 

That the actual working of the Government venture into the sphere of private 
enterprise has been unsatisfactory and costly to the taxpayers is well known. 

In August of this year, I wrote to Secretary Charles Claunch, offering the 
services of the water hauling as stated above. He replied that he would under- 
take an investigation to determine if the present method of supplying Charlotte 
Amalie with water was too costly, adding that the government also considering 
other freight to the Virgin Islands, which operation should net the operators 
at least $15,000 a year (n. b., the salaries paid to the crew alone amount to 
about $10,000 a year) so far as I know not 1 ton of such freight has been hauled, 
not have I since heard from Secretary Claunch. 


I presume he means nor have I heard from Secretary Claunch— 


Taking into consideration the fact that the purpose for which the tug and barge 
was bought by the Virgin Islands government has not been effected efficiently plus 
the additional facts, first, that the service could be rendered cheaper, and second, 
by a private firm with experience and know-how, it is difficult to understand 
why the government continues to overlook a possibility to help it spend the 
taxpayers’ moneys more effectively. 

Thanking you for your interest in and attention to this matter, 

I am, respectfully, yours, 


O. C. WILSON. 

Would you care to comment on that? 

Governor Gorpon. I can’t comment on those charges but I will say 
this. I believe basically in the government staying out of business, 
but I did not see how we could afford to hire a commercial outfit at 
$9,000 for 600,000 gallons of water. We needed the water right then. 
We feel that we should have something for ourselves. 

Mr. Cuuporr. I think the principal complaint 

Governor Gorpon. I don’t want to stay in business, if it is cheaper to 
get out of business. Now there has been another outfit that is willing 
to take over our barge and tug and use our tug on a rental basis with 
first commitment to us to haul water at all times at a very, very cheap 
rate. We have not considered that, I have not submitted it to the 
legislature. I have gotten nothing concrete. This was only conver- 
sation. You know I don’t go much on conversation. 

When they start putting it on paper and giving me the figures, I 
become a little more convinced. I certainly do not want to walk into 
anything like that. 

Mr. Cuuporr. I don’t want to belabor the point. Since we are 
going to get into the water problem as one of the points on the agenda, 
I think perhaps the big difficulty here is that this man says he wrote 
the letter in August and never got an answer. 

Mr. Cirauncu. He did receive an answer, Mr. Chairman, and I want 
to say that at the time he wrote the letter, we had the tug and water 
barge for just a couple of months, and there was not opportunity to 
make a cost analysis of just what it would cost the government to haul 
the water, and in addition to Mr. Wilson, there are several other peo- 
ple that are interested in the same project. 

Mr. Cuuporr. Thank you, Mr. Claunch. We will have an oppor- 
tunity to go into this water problem later. I am sorry that I even 
brought this up at this time. Do you want to proceed with your public 
works statement ? 

Governor Gorpon. As to public works, since you were here, we have 
just about completed the old barracks on the waterfront which used 
to be an old Danish Army barracks and is used as a high school, and 
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next year, will shortly be used as a legislative chamber on the top 
floor and offices for the legislators. 

The lower floor will house two departments, at least one. We think 
that is some progress. You probably have recognized, of course, that 
the waterfront project is in progress. They were due to be finished 
some time in December but they may be a little behind time. It is 
the Caribbean Engineering Corp. Our general road situation is not 
as good as of course we would like to see it. It takes a lot of money 
to build roads down here. Unfortunately some people have built 
their houses in isolated places on the island and then they expect the 
Government to spend 3 or 4 hundred thousand dollars to build a road 
there. 

It is not that I am unsympathetic with them, but we just don’t 
have the money. We are given $1 million a year under the “ii” 
funds for essential public projects. That includes schools, hospitals, 
roads, and so forth. 

We do have money appropriated to reconstruct center line roads 
in St. Croix, and we are hoping to get started on that very soon. 

As to schools, we have two schools presently, and you can get the 
details of this from our commissioner of public works in St. Croix. 
One school is at Fredericksted and Kings Hill is halfway between. 

(Off the record.) 

Mr. Cuuporr. Back on the record. 

Governor Gorpon. As to air transportation, what progress has been 
made there? We secured the services of an engineering outfit, in 
Philadelphia by the way too—— 

Mr. Cuuporr. Do these people live in my district ? 

Governor Gorvon. Scranton, Pa. Are they in your district? 

Mr. Cuuporr. So there is no question about it, this firm here is not 
in my district. They are in Congressman Byrne’s district. 

Governor Gorvon. They submitted a feasibility report with respect 
to St. Croix and St. Thomas. The legislature voted $200,000 for this 
survey and, as part of our contribution to CAA in the event they ac- 
cept our feasibility report. The application has been filed for St. 
Croix, and they are presently working on the application, going over 
the plan. ‘ 

There have been 1 or 2 suggested changes, but that won’t hold 
up the plan. It is just a matter of the approach. Without doubt 
we will have a new administration building and many improvements 
on St. Croix, Alexander Hamilton Airport. 

If we furnish $200,000, they will furnish 75 percent, and they could 
go as high as $600,000. Whether they will do it or not I don’t know. 
It depends upon the CAA’s judgment. 

As to St. Thomas, the feasibility report details an expenditure of 
close to $6 million to give us the kind of airport that they think we 
need here. Obviously with the amount of money we are getting, $6 
million is quite a ways off. It would be $2 million for us, wouldn’t it? 

Mr. Crauncn. $1,500,000. 

Governor Gorvon. $1,500,000, I guess, is what we would have to put 
up. That is at least 2 years away. However, our engineering report 
is available, and we have not released it as yet because of the fact it 
is over a year or 2 years off before we can even think in terms of spend- 
ing our share of the money. I wish we had it so we could provide it 
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right along with the other. I think that generally covers public 
works. 

As to public health, the public health department, I think we have 
made some progress in our health program, not only with the legis- 
lative appropriation but with the contributions that are available to 
us under the Federal contributions’ program. I think that amounts 
to close to $200,000. 

Our allocation amounts to about $1,245,000. You will be able to 
get more detail on that in the operation of the hospital from the 
administrator, or the commissioner of health. 

Mr. Cuuporr. Dr. O’Neal is going to testify later, Governor. 

Governor Gorvon. I think he is. I have asked for and I am expect- 
ing to get at any time, a team from the Public Health Service to come 
to the islands and make a complete survey of our health program. I 
think we are entitled to it and I think we need it. 

Health is an important thing, as we indicated last year, on the 
islands. One contagious disease can hurt us as far as tourism is con- 
cerned. We feel proud of the fact that we have a good health situa- 
tion on the islands at the present time and have had over the years. 

The amounts appropriated for the health program have varied from 
$600,000 or $700,000 up to what it is at the present time. I never like 
to say that because we are getting more money that is sufficient, because 
it depends upon where you started from. 

Maybe starting from $500,000 or $600,000 was a meager thing to 
start from, so I can’t say that because we have over $1 million now, 
$1,245,000 in the appropriations, that that is sufficient. 

However, we have been trying to operate within our projected in- 
come and the allocations. As to our school program, 1 mentioned two 
schools that are being built. We need additional schools without 
doubt. 

I visited several of the schools. The buildings are in disrepair. In 
fact, I think we need new buildings. The classrooms are overcrowded. 
Some of them are in the corridors. Of course, this problem is not 
new to you in the United States because I know what it 1s in California 
and in practically every State of the Union since our population has 
increased so. The strain on our institutions has likewise increased. 
But that isa growing problem with us down here. 

As most of you know, we don’t go beyond high school. We have a 
new high school, which you probably have seen over here, and over in 
St. Croix a new elementary school. We have to transport the stu- 
dents from St. John at government expense, when they want to attend 
the high school over here. I feel very keenly about schools and the 
adequacy of them, both from the standpoint of facilities as well as 
staffing. 

Children only pass this way once, and once they miss the oppor- 
tunity of getting that which they are entitled to, they may never get it 
again. 

“In other words, to make democracy work anywhere, you have to have 
an intelligent electorate, and children are entitled to the very best by 
way of schooling. 

This is no criticism of the teachers or anything of the sort. I don’t 
mean that they are not doing their job. But I think any teacher is 
handicapped with a class load of 50 or something like that, when they 
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ought to run around anywhere between 30 and 40. Accordingly to the 
figure quoted, 32 is high enough. However, that is something we are 
trying to meet. It is not going to be settled overnight, but we are not 
unaware of our problem. 

I am greatly concerned about the condition of our buildings. I 
think of one school over here, Lincoln School; it made me heartsick 
when I saw the condition of the building and where the children have 
toeat lunch. We hope to be able to do something about it. 

Now as to tourism and trade—— 

Mr. Jonas. Mr. Chairman, are you going to interrupt for questions ? 

Mr. Cxuporr. When the Governor finishes. 

Governor Gorvon. It won’t break my trend of thought, Mr. Chair- 
man, if you want to ask questions. 

Mr. Cuuporr. I think you ought to complete your statement for an 
orderly record. I should not have interrupted you on the water 
problem. 

Governor Gorpon. That is all right. .As to our tourism and trade, 
I think that is the basic economy of this particular island. That is 
why health is so important. We have not sufficient funds to develop 
our tourism and trade department like I think it should be developed. 

I was given a half-year budget, and of course I had to veto that be- 
cause of not only the half-year feature of it but the fact that it was an 
attempt to remodel the departments of government. It was made a 
bureau and put in the office of the Governor and it is a separate depart- 
ment. 

Then of course it went back to that section of the organic act which 
provides that in the event an annual budget is not voted to cover the 
expenditures of government, we fall back on the previous sum, and 
that was small as compared with what we ought to submit. Tourism 
is such a basic economy in this island. I can’t stress it too much be- 
cause with the national park opening up, I think it is going to be very 
difficult for any of us to actually envision and prognosticate as to what 
it is going to mean in the development of the Virgin Islands. 

I think we all feel very hopeful about it, so therefore tourism and 
trade becomes more and more important and, in order to have the out- 
lets in the United States with travel agencies and contacts, it takes 
money to carry on such a program. 

As to agriculture and labor, that is a very small department. I have 
been told, in talking to agricultural experts, United States agricultural 
office here, that the matter of agriculture is more a matter of getting 
markets, selling our produce, particularly over in St. Croix. 

Of course, as you soe over there, sugarcane is the main industry, 
and the making of rum out of the molasses that is produced. 

That is why I felt concerned about getting a person who knew some- 
thing about marketing and commerce rather than somebody who 
could give technical information on agriculture, because the United 
States representative here says he can give all the technical help 
that we need in the agricultural area, but the selling of crops is the 
important thing. 

One other thing I want to mention, and that is labor. We have a 
healthy relationship as far as labor is concerned between the people 
who are members of unions and the government. We have never had 
any trouble whatsoever. We do not have a labor pool, which of course 
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is handicapping, in that we have to import labor from the islands in 
the Caribbean, and particularly from Tortola. For the harvesting 
of sugarcane, some 500 laborers come in each year under the protective 
rules that we have laid down. 

General Swing came down here at our request on this labor situa- 
tion. The people were coming over from Tortola. They would take 
sick. They would have to go to our hospital, and that would be a strain 
on our facilities, both as to room and as to money. Many of them 
were unable to take care of their medical expenses and so we worked 
out a program. When an employer asked for the services of a person 
from one of the adjacent islands, it would first be determined whether 
or not a local person was available for the job, through our labor de- 

artment. If no person were available, then the apne would 
ave to put up a bond to take care of the expenses of that person, 
to avoid his becoming a charge on the government. 

We have tightened up on the matter of women with child coming 
in and giving birth to children in our hospital, which was an addi- 
tional burden. We want to keep up this social intercourse between 
the Tortolian people and the Virgin Islands people, because there 
is a cultural kindredness there. We kept that in mind when we asked 
the Public Health Service to examine these sailboats that come in here 
in the morning bringing vegetables. We did not want to stop them 
from bringing vegetables in, but I think out of protection for the 
people of this island, that the persons on those boats should be 
examined. 

When I was in Washington, I went to the Public Health Service 
and discussed this at length with Dr. Price and some of his staff 
people. They had not been examined. They finally conceded that our 
complaint was just, and they are now examined. It has not caused any 
trouble, but it is a great deal better to be sure than to just guess 
whether or not they have good health. 

Public Safety: We have, in that department, police and fire. We 
have the ambition of course to improve our police department along 
modern lines. The FBI is anticipating running a police school here 
on the islands, and of course when I came here ioe policed a lot 
different than they policed in America, when I was a policeman and 
pounded a beat. 

I have hopes, and the commission of safety agrees with the idea, 
of putting our police officers in jeeps, with radios in their cars. 

eeps are better than the average car because some of our roads are 
pretty rough. I know in large cities in America, they have very few 
foot patrols except maybe in congested areas. I know in my own 
city of Berkeley we do not have a single patrolman. That is the 
way it was when I was in the department. Every policeman is in an 
automobile so you can get a concentration of help anywhere within 
the city in a few minutes, but that entails a system which we do not 
have here. 

With a radio system established in each car, the communication 
system would be relieved. We do have a crime problem, so I hope 
you do not get the impression from what I am saying that we have a 
crime problem which is arousing our fears. We have a traffic prob- 
lem with a large number of automobiles on narrow streets. That has 
to be studied and worked out. But the people here are law-abiding 
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people. In fact, I pardoned a man and somebody remarked to me, 
“Why he has been arrested six times.” 

I aid, “Well, I have been used to advising on pardoning people 
who have 16 pages of record. This man is not a criminal.” So don’t 
get that impression. 

But police work is preventive as well as arresting the person. The 
existence of a policeman at a certain spot or the people not knowing 
when he is going to appear, if he is in an automobile will sometimes 
serve as a preventive thing. 

Now as to social welfare, probably some of you will recall that we 
had a limitation of funds from the Federal Government of $160,000. 
We asked for an unlimited ceiling and I still beleive in an unlimited 
ceiling. The States have unlimited ceiling and we have changing 
conditions down here, and the limitation of $200,000 which was 
passed by the last Congr appreciate it—but what I am 
saying is not because we don’t appreciate it, but I still think that 
we should have an unlimited ceiling, and work on the same formula 
that has been devised. 

We have a limit of $200,000 that we can use in our welfare pro- 
gram, and then we have a formula that we work by. You probably 
can get that from Mr. Bornn. The amount that we pay to people 
who come within the purview of that department is a sum that is 
much lower than what is given in the States. But you have got the 
double control of ceiling plus the formula, and more people coming 
on, so that we can exhaust that and still not do the job that we ought 
to. 

[ can’t think of anything else that I would like to touch on now. 

Mr. Cuuporr. Governor, one of the things that has amazed me 
about the Virgin Islands, and I have seen more of St. Thomas than 
I have seen of St. Croix, was the slum districts that you have. I think 
it is far worse than anything I have ever seen in the United States and 
we have our share of slums in Philadelphia. 

I was just wondering whether there was a low-income housing 
program beiiid developed, and why we can’t get these people out of 
these just horrible shacks that they live in and get them into some- 
thing that is at least sanitary, with some water in it and other things. 

Governor Gorpon. Two things. We have been awarded 300 units 
by the housing authority, and I have discussed with the legislature, 
members of the legislature, I should say, the matter of passing legisla- 
tion to give the government the right, regardless of whether we get 
housing units, to condemn some of these houses that we have, for health 
reasons. 

We are presently having Mr. Baranno work on some zoning ordi- 
nances and building ordinances that will cover some of those things. 
I have also discussed the matter of compelling landlords who own 
property where sewage is available, to connect with the sewers, which 
will of course eliminate to a large extent our night soil. 

That has been discussed and we are not losing sight of it, but I have 
to have legislation to compel people to connect the sewers. They can 
connect and we have a program of loaning the money where they want 
to connect when they can't afford to pay. We have that already in 
the law. 
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Mr. Knox. Governor, may I ask you a question on the 300 units that 
have been allocated by the Federal Housing Administration to the 
islands. When were they allocated ? 

Governor Gorpon. Just within the last month when my office was 
notified about it. 

Mr. Knox. When would you expect that the program would get 
underway ¢ 

Governor Gorpon. Well, they have been testing the soil here pur- 
suant to the usual way they do, as to location, where they are going to 
locate it. Mr. Bornn is chairman of the housing authority. He could 
give you the direct information. 

I would rather not answer because I am not sure, but the money is 
available and it is a case of locating the ground and getting started. 

Mr. Knox. These units would be constructed according to Federal 
specifications ? 

Governor Gorpon. Federal specifications. I do not worry about 
those kind of units, but I am talking about private landlords who own 
the kind of houses Mr. Chudoff is talking of. I have no way of com- 
pelling them to connect the sewers. I don’t worry about the Federal 
housing. 

Mr. Cruporr. You feel whenever they get these Federal Housing 
units built they will be like your housing project which is over on that 
side of the island, which is really a beautiful project ? 

Governor Gorpon. It is. 

Mr. Cuuporr. Have you had any discussions as to whether or not 
you are going to redevelop these shacks down here on this side of 
town ? 

Governor Gorpon. That is where the thought is to place the housing 
project and another school, over here near Frenchtown. There is 
quite a bit of land through there. We have had a housing project, 
Birds’ Homes, just back of the hospital. They have just finished 
the renovating of those, and a lot of those are now available. Some 
of the people who have moved out of them, who are occupying may- 
be some of these other homes of which you speak, will be eligible to 
go back in there. 

We have the legislation of course for slum clearance and so forth, 
but you have got to think of where you are going to put the people, 
while you are doing the slum clearing. 

Mr. Kwox. Governor, what percentage of the families on the 
islands are so-called ill-housed. 

Governor Gorpon. I would say better than 50 percent. Then you 
have a middle-income group too that gives us a lot of concern. We do 
not want to lose sight of them. ‘They are people who are not making 
enough money to pay $15,000 to $20,000 for a home, but yet 

Mr. Cuuporr. I would like to ask you about that. How much would 
you eonenmey middle income to be in the Virgin Islands, how much 
a year’ 

Governor Gorpon. They would be government workers. On this 
island, I would say about 3,000 people or more. 

Mr. Cuuporr. Do you think if some enterprising builder came and 
built some houses that could sell for $6,000 or $7,000 or $8,000, I 
don’t mean concrete houses, but I mean good clean wooden houses, 
with a nice tin roof on them, a nice kitchen and a nice bathroom, and 
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could sell them for $6,000 or $7,000 and both banks would be very 
happy to finance them or the FHA, do you think you could possibly 
sell 300 or 400 houses down here? 

Governor Gorpon. We are going to have a test of that soon. There 
is a young fellow, in fact we visited his plant. He has bought Cal- 
ifornia redwood, Sturgill is his name. He has a plan of building pre- 
fabricated redwood houses. He treats the lumber for about 2 hours 
with some kind of solution that has been guaranteed to be termite 
proof. I read an article the other day on termites and I found out 
there are 300-and-some-odd-thousand different breeds of termites. 

Mr. Cuuporr. You have more here in the Virgin Islands? 

Governor Gorpon. It is going to be quite a solution if it will take 
care of all of those. Anyway, seventy-some-odd-thousand termites 
are distinguishable but they don’t know much about them. There 
are only a couple of termite experts in the United States according 
to this article. 

Mr. Cuuporr. You ought to get him to build one house and see what 
happens. 

Governor Gorpon. They had a contract when I talked to them for 
building three houses. If that proves successful, it is going to revo- 
lutionize building of homes on the island. 

Now it is very expensive to build homes. They even have a plan 
of putting in a very thin concrete wall for the cisterns, and line 
it with fiber glass that won’t rust or won’t corrode—won’t nick. 
It is supposed to be impregnable as far as the water elements are 
demtrend. He has a nice plan, he has a nice shop, and everything 
is cut according to plan right in the shop. 

Mr. Cuuporr. Where is the plant located, do you know? 

Governor Gorpon. Right near the airport. It is a very interesting 
place to goto. That will revolutionize this. We asked him about the 
cost. He said it would be one-third to two-thirds cheaper to build. 

Mr. Minsnuatyi. Governor, in numbers how many of these shacks 
are there on the island ? 

Governor Gorvon. You mean these little small places where there 





is 


Mr. Minswauu. Yes, sir. You said previously about 50 percent 
of the island was ill housed. Is that number represented by all these 
shacks? 

Governor Gorpon. No. That means middle-income groups. I 
have had some of them complain to me about the type of homes that 
they have to live in, because they can’t afford to buy the high-priced 
homes. 

Mr. MrnsHatt. How many families will live in these hovels or 
shacks, whatever you wish to call them, the lower-income groups? 

Governor Gorvon. Maybe somebody who has been here longer than 
I have could answer that. 

Mr. Crauncu. It is a curbstone opinion but I would say about 700 
in substandard homes, not in shacks, but substandard homes. I be- 
lieve the last Governor’s report had some comment on that. 

Mr. Cuuporr. He did say that the lack of adequate housing was 
one of the major problems of the Virgin Islands. 

Mr. Crauncu. That, Mr. Chairman, is the previous year’s report. 

Mr. Jonas. I have a question right here. I know you can’t answer 
this definitely, but do most of the people who live in the houses to 
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which reference has been made here this morning own their homes or 
are most of them renters? 

Governor Gorpon. Most of them are renters. Some of them own 
some of these small places which are called superficiary houses. They 
pay a minimum amount to the landlord. They own the particular 
building and can move it off. 

Mr. Jonas. Most of the land is owned by landlords? 

Governor Gorpon. Yes. 

Mr. Jonas. Who rent it to the occupants? 

Governor Gorpon. That is right. 

Mr. Jonas. Has the legislature taken any action whatsoever in 
the field of ordinances for zoning or fire prevention or mandatory 
sewage connection ? 

Governor Gorvon. That is what Mr. Baranno, who devised a master 
plan for St. Thomas and St. Croix some years ago, is doing. He won 
a prize in Spain in world competion for his master plan for the Virgin 
Islands, and that plan was subsequently adopted by the legislature. 
Mr. Baranno is presently occupied in drawing up a zoning ordinance 
and building ordinance which will include, of course, compulsory 
attaching to a sewer where it is available. 

Mr. Jonas. You mean he is currently engaged in that project? 

Governor Gorvon. That is right. 

Mr. Jonas. At whose instance? 

Governor Gorpon. At our planning board’s instance. We have a 
city planning board here. He is under contract now. The legislature 
has voted money for it. 

Mr. Jonas. You think that is in the offing ? 

Governor Gorpon. Oh, I think definitely it is in the offing. The 
legislators want to do something about this. We have the money. 

Mr. Jonas. It would not take anything to pass an ordinance requir- 
ing a landlord to connect to a sewer system, if it goes through his 
property ? 

Governor Gorpon. That is true. 

Mr. Jonas. It would not take anything but one statute enacted by 
the legislature ; would it ? 

Governor Gorpon. That is all it would take. It would be up to 
our department, public works department, to enforce it, along with 
the health department. 

Mr. Jonas. Has the legislature ever considered that or debated it, 
or don’t you know ? 

Governor Gorvon. There is a law about sewers that we can help 
people who want them by lending them money. If a person wants 
to connect with a sewer, money can be borrowed from the Governor to 
help bear the expense. 

Mr. Cuvuporr. Would you give the reporter your name? 

Mr. Gauiner. I am R. Galiber, commissioner of public works. 

Mr. Jonas. 1 was talking about a mandatory statute to require own- 
ers to connect up to the sewer if it is available. 

Mr. Gauiper. Yes; there is a law, compulsory, and it has been en- 
forced for the past 2 years now. 
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Mr. Knox. Mr. Governor, I should like to go back just momentarily 
to the cost of housing. I believe you quoted a price of $15,000 to 
$20,000 for these folks in the middle-income group who were ‘unable 
to enter into a project of that kind. I want to refer back to the day 
we were on St. Croix and there were some housing units as we entered 
the Government House, on the left, and they were being reconditioned, 
I believe, at that time. What would those housing units cost to 
construct ? 

Governor Gorpon. Those were renovated, low-rent housing units 
that you saw as you entered Christiansted. That corresponds to the 
Bird Homes back of our hospital. I know they told me that the 
units of Paul Pearson Gardens cost $13,000 per unit for construction. 

Mr. Knox. I am not familiar with the project. Therefore I do not 
know what you have reference to. 

Governor Gorpon. It is right back of Bluebeard’s. It is low-rent 
housing. The rent varies from $4 a month to $40 or $45, depending 
upon the income of the family and the number of dependents. That 
is the cost of construction. 

Mr. Knox. These units that we saw on St. Croix, what would you 

say is the estimated cost of these units ? 

Governor Gorpon. I would say they cost as much as those in Paul 
Pearson Gardens. I know this. In discussing the construction of 
middle-income homes and minimum floorspace required by Federal 
housing, FHA, it is something like 660 some square feet. That is a 
pre y small place. I visited those homes that they are building over in 
San Juan on a large scale where they use extremely large construction 
equipment, they lift a whole roof on, and they had seven-hundred-and- 
some square feet. They were selling for between $6,000 and $7 ,000 
over there in San Juan, with that mass-construction method. 

Now construction is much higher over here than it is over in San 
Juan. Of course those houses over there are constructed of cement 
also, but they have this mass production machinery piece of equip- 
ment that I saw, which lifted a whole roof and put it in, which was 
poured someplace else. 

The fellow came over here who was doing it and he did not think 
he could get his equipment over here, he would not bring it over unless 
he had a large aie of houses to build. It is a tremendous piece 
of equipment. 

Mr. Knox. The reason I have raised the question, Mr. Governor, 
is the fact that you have no heating problems, you have no storm- sash 
problems on the island, as we do “back in the States. 

Governor Gorpon. We have no heating problem but we do have the 
storm —, hurricanes. They have to board up here when we 
have a hurricane, or anticipate it. I know the Governor boarded up 
once. 

Mr. Cuuporr. })on’t you have shutters on all the buildings? 

Governor Goxoux. You have to have storm windows. See that 
house there, you have shutters but they have got storm doors which 
they have to keep shut during any storm, and your cisterns cost so 
much money. There again if we could ever eliminate the cost of 
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cisterns by the government being able to furnish water so that people 
would not have to build cisterns, building costs would go down. 

Mr. Cuuporr. I think the answer to it is now not so much the cost 
of materials but the fact you have to transport everything. Then you 
don’t have the people here with the know-how to construct. You have 
to import labor to i it. 

Governor Gorpon. We do not have a labor pool. We have some 
people who know how but we don’t have them in large numbers. A 
young Navy fellow here put shutters on our houses. I have never 
seen a better mechanic in my life, more efficient. 

Mr. Cuuporr. Probably like a cabinetmaker. 

Governor Gorpon. We have some beautiful cabinetmakers, but we 
don’t have a larger number of them. 

Mr. Cuuporr. Do you have any questions of the Governor ? 

Mr. MotioHan. Do you have a vocation training program in con- 
nection with your high-school program ? 

Governor Gorpon. Yes, we do. Mr. Whitely is head of it. It is 
not developed as much as it should be. There is a vocational school 
out here which is a beautiful job. We are trying to develop it. Mr. 
Rockefeller donated $28,000 to the Government to help in the voca- 
tional program. 

Mr. Moxtxonan. Is there a great deal of interest in the building 
trades ¢ 

Governor Gorpon. Well, there is some interest in building trades 
and there is some interest in automobile mechanics. The school de- 
partment wrote me a letter just recently wanting to draw some of 
that money out for the purpose of teaching them how to work in 
hotels as waiters, cooks, and so forth. Well, I did not get a detailed 
account of the plan and I want to look into that. They called for 
the paying of a teacher. Mr. Rockefeller first had it in his plan that 
he did not want any money paid to the teacher or any executive, and 
I think that is perfectly logical. 

He wanted us to use it for equipment. Well, I suggested to him 
that it might be that we are pushed for money as far as our budget 
is concerned, and if we pay some money at the teaching level, just 
at the teaching level, it might be of great help. 

He said, well, he would go along with that, but not pay any execu- 
tives. 

I certainly go along with the idea. So we can use the money, but 
I am going to be hestitant to give the O. K. to the plan of giving it 
to the teaching. Buying equipment is a different thing. 

Mr. MoiioHan. It seems to me if you are ever going to catch up 
with your need for vocational teachers, certainly you are going to 
accept all the things you have in mind to be done; in the building 
trades there is going to be a shortage as far as labor is concerned. 

We have to recognize, if you want trained people, you should start 
at the high-school level with a good intensified trades program in your 
high schools which 10 years from now would probably go a long way 
in answering the problem. 
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Governor Gordon. We have some money in our budget for it. I 
can’t give you the exact amount. In fact I just approved the expendi- 
ture of some money for the building trades and auto mechanics, buy- 
ing material for them to use and work with, not an instructor. We 
have an instructor. 

Mr. Motronan. Also the fact that you do not have a college course 
available for our boys and girls here would seem to me to say a very 
high percentage of the boys and girls who stay on the islands would 
have to have a vocational training program, which becomes more and 
more important. 

Governor Gorvon. In mentioning that, Mr. Mollohan, I should say 
that we have a plan of helping the students who go to the United 
States by way of scholarships. 

Mr. Motitonan. Do you help them now? 

Governor Gorpon. Oh, yes. And even when they are in Govern- 
ment, if they want to further their training in the United States, 
funds are available. 

Mr. Motionan. Let’s go back to your building program for just 
a minute, the shortage of housing. What percentage of your residence 
properties are serviced by night soil? Isn’t it a very high percentage? 

Governor Gorpon. I will have to turn to the commissioner for that. 
_ Gauiper. There are about 1,500 dwellings being served by night 
soil. 

Mr. Mottonan. Approximately how many dwellings do you have 
on the islands? 

Mr. Gauierr. 4,000. 

Mr. Motionan. That would be between a third and a half of all the 
dwellings on the islands are serviced by night soil. And, of course, 
the highest conceivable percentage of those are in this group that we 
have been talking about, aren’t they ? 

Mr. Gauiper. Yes. 

Mr. Motiouan. Don’t you run into considerable difficulty in try- 
ing to enforce the provisions of law which say that a landlord has to 
connect with sewage, if the public sewage disposal is available? 

Don’t you run into a great deal of difficulty because of the limited 
amount of income the landlord has from these dwellings ? 

Mr. Gauiser. That is right. 

Mr. Motionan. Isn’t it true that much of the property on which 
these dwellings are located is owned by a landlord who owns a great 
amount of property ? 

Mr. Gauiser. That is correct. 

Mr. Motiouwan. And the dwellings themselves do not belong to him ? 

Mr. Gautier. That is correct. 

Mr. Motionan. They belong to someone else possibly ? 

Mr. Gauiser. That is right. Another reason is that some of the 
dwellings are so dilapidated it does not justify the installation of 
running water and sanitary sewage. 

Mr. Mottonan. Isn’t the rent on those as low as $1, $1.50, $2 a 
month ? 

Mr. Gauiser. Something like that, very low rents. 
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Mr. Motiouan. And then a great number of them also are pretty 
much like what we say in the States, squatters? 

Mr. Gauriser. That is right. 

Mr. Motionan. Just move in, throw up a tin shack and live? 

Mr. Gautier. That is right. 

Mr. Motionan. With or without the permission of the landlord? 

Mr. Gauiper. That is right. 

Mr. Motionan. Of course, that is a situation in which you can do 
nothing, isn’t it ? 

Mr. Gauiper. Well, we are trying our best to enforce the law, that 
is, the sewage-connection laws, but at times we find ourselves in a po- 
sition where the dwelling is such a slum structurally that the cost of 
santary facilities would exceed the cost of the dwelling itself, in many 
instancés, and the owner of the dwelling, that is, the structure, cannot 
afford to put in these facilities, nor would the landlord expend money 
to put sanitary facilities in a substandard dwelling. 

Mr. Motionan. The fact that three-eighths of all the residences on 
the island fall in this category of night-soil service would suggest to 
me that you are just almost up against a stone wall insofar as actual 
enforcement of the statute; isn’t that true? 

Mr. Gauiser. That is correct. 

Mr. Motitonman. And it is brought about by these things that we 
have enumerated here. 

Then do you envision, Governor, and anybody else who is qualified 
to answer, a program of low-cost housing which will permit those who 
can pay a reasonable amount of rent to move from their present hous- 
ings, which, of course, I think we all must recognize as better than those 
we have been talking about, and then those people from that area can 
possibly move into these more acceptable, to say the least, than the 
ones that might be vacated ? 

Do you envision a program more or less of progression with the 
elimination of the worst ? 

Governor Gorpon. I certainly do. 

Mr. Motionan. Is that what you are trying to think of? 

Governor Gorpon. That is what I am thinking of. I have seen the 
transitions in big cities in the United States where slum areas are 
abandoned, and people of different income levels move into a little 
better housing, and so on, and the others move into new homes farther 
out, but I certainly envision getting rid of this whole idea of night soil. 

Mr. Motioman. I can understand that, and I know you are working 
toward it, because living with it, I know you accept it as being most 
undesirable. But being the realists that we are, we just know that 
these people that we have been talking about who are more or less 
squatters on land—as owned by others—we know that those people 
cannot be moved into public housing, because they can’t pay even the 
most basic of rents. Isn’t that true ? 

Governor Gorpon. Four dollars a month. That is pretty low rent. 

Mr. MoizoHan. On St. Croix people over there were making—I 
think $18 a week was the amount suggested to us in an informal con- 
versation, but those people only paid $1.80 a month for their rental. 
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Governor Gorpon. That brings up something else that I did men- 
tion. We don’t have any way of collecting funds for the use of our 
garbage disposal. . 

Mr. MotLonan. Let’s not get off of this too fast. 

Governor Gorpon. It goes back to this inability to pay. 

Mr. Motxonan. I realize that but it is in a slightly different, field. 
Let me ask you another question. Isn’t it true that a great number of 
people who occupy these houses we have been talking about, these 
very undesirable houses, the lowest group, aren’t those people pretty 
much those who have no visible means of support or are those who 
are on very low welfare grants? 

Governor Gorpon. Some of them are, but not all of them. I know 
some who are living in substandard housing, not necessarily the 
superficiary houses, but I know some who are living in areas that are 
owned by landlords who are making money sufficient to be able to pay 
for better homes, but they are just not available. 

Mr. Motionan. The homes are not available? 

Governor Gorpon. The homes are not available. 

Mr. Motionan. The desire is there? 

Governor Gorpon. That is right. 

Mr. Motiowan. You feel your greatest need is for this $5,000 to 
$6,000 to $7,000 home at the moment? 

Governor Gorpon. I think we are in dire need of it, as well as the 
low rent slum clearance homes for the middle income bracket. 

Mr. MottoHan. There was some reference a moment ago to an effort 
on your part to get your public health department to condemn certain 
of these homes. Would not that be—again I say being the realists 
we are—wouldn’t that be a very difficult thing to enforce, to just throw 
somebody out with absolutely no place for them to go, because where 
they are, if there is no other place available is better than no place 
at all? 

Governor Gorpon. That is right. 

Mr. MoLLonan. That puts you in a very difficult situation ? 

Governor Gorpon. I admit having laws on the statute books is not 
necessarily the answer. You have got to be able to enforce them. 

Mr. MoLiowan. Basically you have to have the authority ? 

Governor Gorpon. If we had it we could certainly work toward 
getting better conditions so that we can enforce the laws. Now if 
we get some more low-rent houses, we will get rid of a lot of these 
substandard homes. 

Mr. Motxionan. I think so. 

Governor Gorpon. Some of the people will be living in the areas 
where the housing authority will probably go in. Of course they 
should get first choice obviously. In the meantime we have to have 
some place to put them while the construction is going on, so it is a 
very difficult thing. We don’t have any excess of houses here, and 
the rents are terrifically high. All of those things go right together. 

Mr. Motiowan. Thank you, Mr. Chairman. 

Mr. Cuuporr. Mr. Knox? 

Mr. Kwox. Pass. 








100 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. Getting back to the first subject you mentioned, Gover- 
nor, water 

Mr. Cuuporr. Mr. Jonas, I just wondered if we could not hold that. 
We are going to have a separate part on our agenda. 

Mr. MotioHan. Mr. Chairman, would the Governor be available, 
when we go into the water problem, because some of the questions I 
would like to ask require some discussion with him. 

Governor Gorpon. Sure, I will be available any time you want me. 

Mr. Cuuporr. We have that ’way down at the foot of the agenda. 

Governor Gorpon. Let me know ahead of time and I will be avail- 
able. 

Mr. Cuuporr. We will be able to tell you. 

Governor Gorpon. I am going to get you a copy of that water re- 

ort, too. Mr. Lausi brought one down. I only have one. It is on 
its way up here now. 

Mr. Cuuporr. You don’t have a photostat machine, do you ? 

Governor Gorpon. We have one of those. 

Mr. Cuuporr. You could probably make a copy without any difli- 
culty. 

Governor Gorpon. We probably could. 

Mr. Knox. Mr. Chairman, I do have a question on agriculture. 
Governor, could you inform the subcommittee as to what percent is 
allocated to the Virgin Islands of the entire sugar quota ? 

Governor Gorpon. The last figure I heard was 12,000 tons. Now 
I heard it has been increased. 

Mr. Jonas. 15. 

Governor Gorpon. It has been increased to some extent. Whether 
that reaches our saturation point of production I am not sure. Mr. 
Bartlett could probably tell you better than I could, from Vicorp. 

Mr. Jonas. Governor, you say you have some money available for 
the granting of stateside scholarships for educational purposes. 

Governor Gorpon. A small amount. 

Mr. Jonas. Where does that money come from ? 

Governor Gorpon. It comes from the appropriation from the differ- 
ent departments, the department of education. We have a plan where 
if a person—I like the plan. Now let’s take the health department, 
for example. If we have a doctor who is already trained of course 
and he wants to do some graduate work, there are funds available for 
him to go to the United States and get additional training say at 
Johns Hopkins as a specialist. 

Mr. Jonas. From what source do those funds come? 

Governor Gorpon. Local funds, general funds. 

Mr. Jonas. You mean appropriated funds ? 

Governor Gorvon. Appropriated by the legislature, yes. 

Mr. Jonas. It is a Government-sponsored project ? 

Governor Gorvon. A Government-sponsored program. 

Mr. Jonas. Do you make any effort to require the beneficiaries of 
that program to come back to the islands ? 
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Governor Gorpon. I am thinking first of those who are already 
working who hold down jobs. We save their jobs. And then we 
also have those who don’t have Government jobs who get a scholar- 
ship, to sign 7 agreement that they will come back. 

Mr. Jonas. I am glad to hear that you do try to make them come 
back. 

Governor Gorpon. I sign a lot of those. 

Mr. Jonas. One of the things I have heard, which has disturbed 
me since I have been here, is the fact that so many of your young 
people who go to the States to get an education stay there and don’t 
come back and make themselves available for service here. 

Governor Gorpon. Every contract that I have signed, we have that 
clause which specifies that they agree to return to the island. I have 
often wondered as a lawyer how you are going to enforce it though. 

Mr. Jonas. Well, that isa different matter. At least you are trying. 

Governor Gorpon. Yes, sir. 

Mr. Cuuporr. Mr. Jonas, will you yield at that point? I under- 
stand that Puerto Rico does the same thing. They have the problem 
and they have been able to enforce it by making these people pay 
back the money. I don’t know how they do it but you could get the 
information from Puerto Rico. 

Governor Gorvon. I know we could make them pay the money back. 
Some of the money is paid back. I don’t want you to think that all 
of those who go over and don’t come back have not paid. Some of 
them have. How much we have lost, I don’t know. 

Mr. Jonas. You are making an effort. 

Governor Gorpvon. I would rather see them come back than to pay 
usthe money. Weneed their technical training. 

Mr. Jonas. Particularly since you do not have any educational 
system above the high-school level at all on the island. You don’t 
even have anything higher than high-school level on the island at all, 
even in the commercial field, do you 4 

Governor Gorvon. That is right, no. 

Mr. Cuuporr. Mr. Jonas, I think that the whole thing sort of comes 
into one of these vicious circles. These people go over and get the 
education. If they had adequate housing here, “if they had proper 
facilities for them to live properly, bring up their families, and be 
able to educate their families, they would come back. I think it is 
all intertwined. One day when you get it all worked out, you may 
not have any trouble getting people to come back. 

Mr. Jonas. They are the very people who ought to be down here 
helping solve these problems, the ones who have benefited. 

Governor Gorpon. We have some who come back and are doing a 
good job too. 

Mr. Jonas. Do you have offhand the figures of your total school 
population ? 

Governor Gorpon. Somewhere around 7,000. We have 200 gradu- 
ates a year from the high school. 

Mr. Pincus. They are available in the last annual report. Do you 
want me to read them for the record ? 
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Mr. Jonas. No. I just want to be sure of the record. I would like 
to have that in the record. 

Governor Gorpon. 7,800. 

Mr. Pincus. That includes your public, parochial, and private 
schools ¢ 

Governor Gorpon. That is all of them. 

Mr. Cuvuporr. You could give us that figure for the record. 

Mr. Jonas. He is getting it. Let him read it. 

Mr. Cuuporr. That is 1955. 

Mr. Pincus. I can read it in one moment. 

Mr. Jonas. 1955 is good enough because I want some other statis- 
tics to go along with it. 

Mr. Pincus. 5,639 in public schools; 1,897 in parochial schools, 
and 310 in private schools as of June 1955. 

Mr. Jonas. A grand total of how many ? 

Mr. Pincus. 7,846. 

Mr. Jonas. I suppose in order to answer my next question we will 
have to consider the public schools. I wanted to have the record 
show the cost per pupil. 

Mr. Pincus. That isin here too. In public schools the total enroll- 
ment was 5,639, per capita cost was $117.86. 

( Discussion off the record. ) 

Mr. Jonas. The figure there seems to me to compare pretty favor- 
ably with some of our States. 

Governor Gorpon. There is a great gap between some of those at 
the top level in the States and the general run of States. 

Mr. Jonas. You are quite right. 

Mr. Cuuporr. On the last Federal aid to education bill which we 
had in the Committee on Education and Labor, of which I am a 
member, we had rather extensive tables showing the top States and 
bottom States, and my recollection, if it is correct, the Northern States 
and the Western States certainly expended more than the Southern 
States, and I think the lowest State was Mississippi. 

But they are available from the Department of Health, Education, 
and Welfare and we can put the correct figures in the record if you 
would care to, Mr. Jonas. 

Governor Gorpon. The last time I saw the Mississippi figures, the 
average, and that included those for the colored children, was around 
$16. 

Mr. Cuuporr. I know it was pretty low. 

Governor Gorvon. Those for white children was $33. It is prob- 
ably higher now. 

Mr. Cuuporr. I think that the records will show the per capita 
expenditure in all States. It does not make any distinction as be- 
tween race at the present time. They pay the teachers just the same 
amounts, they pay the Negro teachers the same as the white teachers. 
Of course, with the Supreme Court decision, they are all going to be 


integrated and it is only a question of time when there won’t be any 
differentiation. 
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Governor Gorpon. I happened to be talking to a Mississippi legis- 
lator once, and he talked in terms of their expenditure as it related to 
their income, because they don’t have a very high per capita income 
in Mississippi and that is why he said some of their facilities 

Mr. Cuuporr. There are all sorts of factors that enter into that. 
We can get the official table which is part of the record, by the way, 
and I think it is in the hearings, and you can put that right in the 
record. 

Mr. Jonas. I think it should go in here. 

Mr. Cuuporr. If you want to ask that it be put in at this point, we 
will ask the staff to get it. 

Mr. Jonas. I thought it would be helpful to have it. 

Mr. Cuuporr. Let the State per capita costs per pupil be entered in 
the record at this point, and I believe that you can get the information 
from the Department of Health, Education, and Welfare. 

The following table was supplied to the subcommittee by the De- 
partment of Health, Education, and Welfare as the latest available. 
Source: Circular No. 480, July 1956, Summary of 1953-54 Statistics of 
State School Systems, United States Department of Health, Educa- 
tion, and Welfare, Office of Education. 
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Mr. Jonas. I yield. 

Mr. Hotionan. Go ahead. It ison another subject. 

Mr. Jonas. I have another question or two on this. Would you say 
that the average teacher load is above 50 ? 

Governor Gorpon. Fifty-seven or — close to it. 

Mr. Jonas. Where do your teachers receive their training, and 
what kind of training do most of your teachers have? 

Governor Gorpon. Some of those teaching in grammar grades have 
a high-school education. 

Mr. Jonas. They are locally educated ? 

Governor Gorpon. Local people, and some are from the conti- 
nental United States who have degrees from universities, and some 
of our high-school teachers who are native Virgin Islanders are well- 
trained, having been trained in universities in the United States. 

Mr. Cuuporr. Mr. Jonas, Mr. Pincus tells me he has a table with 
all that correct information, the number of teachers and where they 
get their training and everything else right here and he can read it 
into the record and I think we will have it accurate. 

Mr. Pincus. It is just a few figures which I think would complete 
the record. As to teacher training, the figures show—this is again as 
of 1955—184 total. Of those, 55 are college graduates, 19 have 2 years 
or more of normal school, 94 are high-school graduates, and then 
there is a figure of 16 shown as other. 

Now as to the average pupils per classroom teacher, I believe you 
asked a question about that, the finance are different for St. Thomas, 
St. John, and St. Croix. 

As to St. Thomas and St. John, 28.6 for rural elementary, 38.5 for 
urban elementary, 23.5 for high school. 

The comparable figures for St. Croix, 35 for rural elementary, 45 
for urban elementary, and 34 for high school. 

These last figures I read are the average number of pupils per 
classroom teacher. 

Governor Gorpon. It might not be included there but they may 
have been operating on staggered times attending schools because they 
did have that in operation here in order to cut down the load. 

Mr. Jonas. You mean you operate 

Governor Gorpon. Some go in the morning and some go in the 
afternoon. That keeps the classroom size down. 

Mr. Jonas. How long does your school term run ? 

Governor Gorpon. Nine months, September to June. 

Mr. Jonas. About the same as 

Governor Gorpon. The same as the United States essentially. 

Mr. Jonas. You are operating now on a staggered system, some in 
the morning and some in the afternoon ? 

Governor Gorpon. No; I don’t think they are. Some of our class- 
rooms are out in the corridors. 

Mr. Jonas. Well, we have that same problem. 

Governor Gorpon. I know you do. 

Mr. Jonas. A shortage of classrooms in the States. Is it very 
acute here ? 

Governor Gorpon. Very acute, but we are building 2 new schools 
in St. Croix now, 1 in Fredericksted and 1 halfway between Fred- 
ericksted and Christiansted. 
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Mr. Jonas. Do you have a compulsory school law? 

Governor Gorvon. Oh, yes. 

Mr. Pincus. Can I ask a question on that, sir? 

Mr. Jonas. Yes. 

Mr. Pincus. Up until what age is it required that children attend 
school under this law ¢ 

Governor Gorpvon. It is younger than in the United States, I know. 
Ours is 16. Then you can get permission that you can go part time 
up until you are 18. 

Mr. Pincus. Is there any enforcement against truancy ? 

Mr. Ciauncu. There is enforcement and there is very little absence 
from school. I say that because at another meeting, the commissioner 
of education so stated. There is very little truancy in the Virgin 
Islands. 

Mr. Pincus. Do you have any figures? 

Mr. Crauncu. I can give figures. 

Mr. Mrnsuati. What is your anticipated shortage here on the 
islands? 

Governor Gorvon. We need at least another grammar school right 
now. We need them in different areas. 

Mr. Mrinsuatu. The number of rooms, how many schoolrooms? 

Governor Gorvon. Lincoln School had 600 and some students in it 
from the first grade to the sixth. They have 600 students. I don’t 
know the exact number of rooms. I visited all of them but I did not 
count them, and they had a class out in the corridor. 

Mr. Minswatu. Is your school load getting progressively greater as 
it is in the States? 

Governor Gorvon. It is; yes. 

Mr. Mrnsuauu. Then to keep up with it what do you anticipate you 
will need, for example, in 1960 or in 1965? 

Governor Gorpon. We are working on a long-range plan now both 
for schools, for practically every phase of government, roads, schools, 
and transportation, water and everything else, in order to determine 
as best we can what will happen 10 years from now, and I think it is 
going to take a terrific jump because of this park. 

Mr. MrinsHatu. Do you have any way of knowing what the cost of 
construction on a schoolroom basis is here on St. Thomas? 

Governor Gorpon. No; I do not. I would say it would be at least 
probably $20,000; close to it. You take when you start building insti- 
tutions, that the unit cost runs pretty high even in the States, and it 
would certainly run high down here where the cost is anywhere be- 
tween 45 and 50 percent higher than in the States. 

Mr. Minswatu. Thank you, sir. 

Governor Gorpon. I venture to say a $15,000 home in the United 
States would cost you $25,000 down here. 

Mr. Minsuatt. In other words, your construction costs are prac- 
tically doubled ? 

Governor Gorpon. Nearly doubled. 

Mr. Mrinsuatu. How do you break that down? Is that labor costs 
or primarily materials because of the increased shipping costs? 

overnor Gorpon. Materials, primarily. Take Pearson Gardens, 
the average unit is quoted as having cost $13,000 for construction. 
Now there are small apartments and then there are large apartments. 











108 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


I don’t know how that compares with the cost of construction in the 
United States. I have never gone into it. 

Mr. Cuuporr. It is pretty high considering the fact you don’t have 
any heating systems. 

Governor Gorpon. We don’t have any heating system. It is rather 
high. 

Mr. Jonas. This question probably can be answered by one of Mr. 
Pincus’ tables. What is the average rate of increase of population 
on the island in the last 5 years, annual increase? Is the population 
increasing, the general population on the island ? 

Mr. Ctauncu. The general population is decreasing. 

Mr. Jonas. That is what I fectald, Then I wonder why the school 
population is increasing. 

{r.Cuuporr. I don’t think the formula works in reverse. 

Mr. Jonas. Don’t they go together ? 

Mr. Ciauncnu. Not here, sir. 

Mr. Cuuporr. I think you will find instead of decreasing, it con- 
versely increases with a decreasing population. 

Mr. Cuauncu. I will check those figures and turn them over to you. 

Mr. Jonas. I don’t believe you will find that generally you have an 
increase in school population where you have a decreasing trend in 
general population. I just wondered if our figures were correct ? 

r. CLauncu. There is an increase in the child population of the 
islands where there is a decrease in the adult population of the islands, 
but I will check the school figures for you, Mr. Jonas, and give them 
to Mr. Perlman or Mr. Lanigan. 


Enrollment figures, Virgin Islands schools, for past 5 years 


























School year ! St. Thomas St. Croix 
and St. John 
aan — | 
1951-52: 
Public schools. ial cette eae abecee eas tpalltcidinle tabs tdi aa a auc tall 3, 133 1,910 
Parochial and private - _ _- ne Seapaeaaa aaa sued eead eins 960 1, 277 
Be ne CN SINE SOT So in ng tp adn ness ces med ceneuuniinn 4, 093 3, 187 
1952-53: ore ee 
NE gone wn cnn cseteveadraneae Sng dapian ta eilnicestt 3, 180 1, 985 
Parochial and private - a dark cadi pm pieced daaienatabe 900 1, 294 
Public, parochial, and private_.............-..--.--- MR ciel tiseshdlede beta 4, 089 3, 279 
=_—S=== | =——SS__—_—_ 
1953-54: 
Public schools. -- $52: tae akiedddde ode ahead ale { 3, 104 2, 078 
Parochial and priv SEE AE REE CN Nt 1,007 1, 193 
Se: OIE, BING TI WRIDs oi pise cadet need dvemedeosngetees 4,111 3, 271 
1954-85: eae VW 
I ce a i A gd Sl wh coeenis 3, 226 | 2, 088 
Parochial and private _------ Sl pias oaeeeeak he Sir book | 1,017 | 1, 190 
Public, parochial, and private. -............----- eet ania eed bata 4, 243 3, 278 
1955-56: a 3 
Public schools - : dasshinh aren eas cial cashing deg ete ‘ | 3,313 2, 235 
NS ns one ene t onan eiainada bead adkada tation Biivuk 1,090 1, 228 
Paes DAOC: CE DTTC OI satin as ee boas cecindn senssbecdboc mecitnale 4, 403 3, 463 





1 Figures represent enrollment at close of each school year. 
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Kindergarten enrollment 


BONES 62 os ncn s sa snneepiggntncenel}eneeideeh ote 301 
BO ne ds oh oon cn epee d ened e tse ane aee > oa ae (1) 

RI ae ek pao cs mae enign dS oe remedies gas cement oe eco etal ee Oe 299 
Ree aed eee Soa ee SU ee eee 325 
DIG a i ais eo is win Se nics he pa Gl a Wb ak gee ed ek 338 


1 Figures not available. 


So far as is known, population figures of school-aged children are the same as 
those appearing above. 


Mr. Jonas. The child birthrate per family is increasing. 

Mr. Cuauncn. Yes, sir. 

Mr. Jonas. That would answer my question. Do you participate in 
the school-lunch program ? 

Mr. Ciauncu. Yes, we do. 

Mr. Jonas. Do you have cafeterias in all of your schools? 

Governor Gorvon. I would not call them cafeterias. I just went up 
to a school last week where the children did not have any place to 
eat. If it were raining, they would have to stand out inthe rain. They 
would try to get their food in between and go back in their classrooms 
and sit down and eat. 

Mr. Cuuporr. On the other hand, Governor, I visited a school in 
St. John while it was in session, and I think it was around noontime 
and they have a very nice place for the children to eat over there. 

Governor Gorvon. That was their new school. 

Mr. Cuuporr. Yes, a new school on St. John. 

Mr. Jonas. You do have agricultural commodities which are sur- 
plus that are made available and you do have a working program? 

Governor Gorpon. Yes. They have been wonderful as far as co- 
operating with us on the school-lunch program. 

Mr. Cuuporr. Mr. Jonas, I think you will also find the menus very 
adequate. 

Governor Gorpon. The food is good. I have talked to the agricul- 
tural people from San Juan at their headquarters, of course, on the 
school-lunch program and they have come over and examined our 
food. 

Mr. Jonas. I am in favor of the school-lunch program for several] 
reasons. However, I consider myself a reasonably healthy individual 
and I never had any school-lunch program when I came along. I car- 
ried my lunch to school in a paper bag, but as long as we are going 
to have school-lunch programs I want you people to participate in 
them too. Now you say you have no labor pool. Do you mean by 
that you don’t have any records centrally kept of labor that is 
available? 

Governor Gorpon. We have an employment service that operates 
under the Federal rules. But I mean we don’t have a large number 
of men who are unemployed, and that is why we have to bring in so 
many people from the other islands. 

Mr. Jonas. You have said that you do not have a large labor pool, 
and you mean by that you don’t have a large number of adult males 
who are unemployed ? 

Governor Gorvon. That is right. 

Mr. Jonas. Can you tell us what the average income is of those 
who are employed? Do you have statistics showing that? 
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Governor Gorpon. We have some statistics but I can get it and it 
would be correct, from the Labor Department. 

Mr. Jonas. I will just tell you what I have in mind and let you 
answer it in your own way. Why is it there is so much alleged poverty 
on the island, when most of your people are employed ? 

Governor Gorpon. I think it stems from the fact that the wages are 
comparatively low. 

Mr. Jonas. That is what I am getting at. 

Governor Gorpon. Yes. 

Mr. Jonas. What is the wage rate? 

Governor Gorpon. Forty cents an hour is the minimum wage. 

Mr. Cuuporr. Do you have a wage board that sets that ? 

Governor Gorpon. Yes. The Federal Goverment participates in 
it. 

Mr. Cuuporr. Like the Puerto Rican Wage Board ? 

Governor Gorpon. Yes. 

Mr. Jonas. To whom does that apply? 

Governor Gorpon. You can pay anything above that that you 
want. 

Mr. Jonas. Does that apply to all sorts of work? 

Governor Gorpon. No, it does not apply to professionals and so 
forth. 

Mr. Jonas. Does it apply to clerks in stores and that sort of 
labor? 

Governor Gorpon. It applies to them unless the employer wants to 
pay them more. 

Mr. Jonas. I understand, but he has to pay the minimum? 

Governor Gorpon. Yes. 

Mr. Jonas. We don’t even have a Minimum Wage Law in my 
State. 

Governor Gorpon. You don’t? 

Mr. Jonas. Many States don’t have minimum wage laws. 

Governor Gorvon. But goods shipped in interstate commerce—— 

Mr. Jonas. The Federal Wage and Hours Act of course applies 
to all States, but you have enacted a local statute fixing minimum 
wages and maximum hours? 

Governor Gorpon. That is right. 

Mr. Jonas. And the minimum is 40 cents an hour ? 

Governor Gorpon. Forty cents. 

Mr. Jonas. What is that, 8 hours a day ? 

Governor Gorpon. Eight hours, five days a week. 

Mr. Jonas. That is 40 hours a week ? 

Governor Gorpon. It applies to everybody but the domestics. 

Mr. Jonas. It does not apply to domestics ? 

Governor Gorpvon. I think the lowest paid person in government 
service is 58 cents an hour, $1,200 a year. That is the lowest paid 
person in government service. 

Mr. Jonas. I think that more or less, to my mind at least, con- 
firms the point you were making a minute ago. It is not so much 
a question of the population not being able to pay a reasonable amount 
of rent for livable quarters, but the problem is getting the quarters 
built. 
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Governor Gorpvon. That is right.. I think some could pay and 
are willing to pay, but they just cannot go as high as they have 
to. 

Mr. MrinsHait. Governor, what is the income source of these peo- 
ple that live in these hovels and these leantos or shacks that we have 
been talking about? 

Governor Gorpvon. I imagine some of them even work for the 
government. 

Mr. Minsuatt. What would you say their average income per month 
is? 

Governor Gorpon. I would rather somebody else answered who 
knows. Mr. Galiber could tell you. 

Mr. Cuuporr. There is a table in the government report as to the 
amount of people on welfare. 

Governor, in the last report, there is a table of the number of people 
on welfare and how much they get a month. 

Governor Gorpon. I know it isin there. I did not want to read you 
last year’s report. I am trying to let you know we are penny some 
progress. I don’t want it to appear we are stagnated, because I don’t 
think we are. 

Mr. Cuuporr. I think if we read those figures you can tell us that. 

Mr. Knox. Governor, may I ask you, if you can inform the sub- 
committee relative to the number of employed people on the islands? 

Governor Gorpon. On all 3 islands we have something over 1,200 
people working for government alone. I would say that we have at 
least close to 10,000 people who are employ ed on all 3 islands. 

Mr. Knox. 10,000 employed on all 3 islands out of a total popula- 
tion of ? 

Governor Gorpon. In round figures, yes. The total population has 
been quoted, I have heard it, quoted at 22,000, but I think it is much 
higher than that. 

Mr. Pincus. The population figures are in there, too. 

Governor Gorpon. It is close to 30,000, isn’t it ? 

Mr. Pincus. I think they figure in there, if I recall, by adding 
roughly some 26,000. It is given in there. 

Governor Gorvon, Children represent approximately one-third or 
almost one-third of our population, 

Mr. Knox. Children represent one-third ? 

Governor Gorpon. Almost one-third. The figures quoted here 
were 7,800 some children in schools. 

Mr. Cuuporr. We are very happy to have as many people that 
want to come here and listen to us, but if you want to have a general 
conversation, I would appreciate it a lot if you would please take 
your conversation outside. I find we are now in the process of having 
about 4 meetings instead of 1; 3 of them are back in the audience. I 
don’t want to scold anybody, but if you want to listen, please listen. 
If you don’t want to listen, why please go elsewhere. 

Mr. Knox. Governor, what I was try ing to determine was the num- 
ber of persons employed per family. You any about one-third of the 
total population of the islands are children ? 

Governor Gorpvon. Approximately. That gives us 24,000 people in 
the islands. Children approximate 7,800 and something, maybe a 
little more than that this year. 
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Mr. Knox. That would average then about one and one-half per 
family that are actually employed, would it not ¢ 

Governor Gorpon. Yes. 

Mr. Knox. And what is the average income per person ? 

Governor Gorpon. The average income of those working for gov- 
ernment is something over $2,000 a year. I am not as familiar with 
private industry, close to $3,000 a year. 

Mr. Knox. Private industry ? 

Governor Gorpon. It would be comparable. 

Mr. Knox. It would be comparable ? 

Governor Gorvon. I imagine it would be comparable. They might 
not have as many people in the higher brackets because you have to 
think of the commissioners and the doctors and so forth who are 
higher in the government, and that would pull our average up. But 
the lowest paid person gets at least 58 cents an hour and some of 
them who work steadily by the year get $1,200 a year and they vary 
on up. 

We will average about $3,000. You will find private industry 
comes pretty close to that because I think some people get more in 
private industry than they do in the government, just like in the 
United States. 

Mr. Knox. Do you feel that poses such a great problem as far as 
housing is concerned, if the average income per faint is $3,000, 
which would possibly put a greater percentage of them in a higher 
bracket, inasmuch as you have many families that are on welfare? 

Governor Gorpvon. $3,000, a man making $3,000, I question his 
ability to pay for a $15,000 house. 

Mr. Kwox. Is it necessary that a person live in a $15,000 home 
in order to have standard living down here? 

Governor Gorvon. In talking to the Federal Housing people, the 
minimum floor space was 600 and some square feet, and the cost of that 
house was $6,500. 

Mr. Knox. That is a long way from $15,000. 

Governor Gorpon. That was provided they would put them in, but 
they have not put them in. They don’t have those. 

Mr. Knox. You have an allocation of 300 now ¢ 

Governor Gorpon. No; that is low rent. 

Mr. Knox. Or low-rent housing ? 

Governor Gorvon. That is not FHA. I am talking about FHA 
where the Government will secure the mortgage. They have their 
minimum requirements. You take a person making say $3,000 a 
year or $3,600, in round figures $300 a month. When you deduct his 
social security and all from his check, his take-home pay, and the cost 
of living, if you pay $1,000 to $1,500 down on practically a $7,000 
home, you have got a lot of interest to pay and you have got a big 
payment to pay or you never will get through paying for it. 

I had a person saying to me the other day “If I had $1,000—I own 
my lot—if I had $1,000, I could build a house, a small home on my 
lot, but I don’t have $1,000. I have not been able to save it.” 

That person is making over $3,000 I know for an actual fact, but 
they have several children. The cost of living is terrific. We pay $1 
a dozen for eggs here, $1.25 for a pound of butter. Whether it should 
be that high, I am not in a position to say. We are asking for a sur- 
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vey to be made on the cost of living on the island. It is not the answer 
to me that a native person can live more cheaply than a continental 
person. That is not an answer to me. I would put it just the other 
way. Maybe the natives are forced to live more cheaply. 

Do you see what I mean? That is the way I look at it personally. 
Just like I made the remarks a few moments ago, to say we are get- 
ting $1,245,000 for our hospital now as compared with say $600,000 
at such and such a time. That is significant, there is no question 
about it, but the significance of it becomes important only as you 
analyze the kind of health program they had then, whether it was 
good, bad, or what not, as compared with the progress that has been 
made in keeping with the increased costs, and whether that is some 
improvement or not. 

Mr, Cuuporr. Your real problem, Governor, and we might as well 
face it, is that you are operating under a tourist economy. You don’t 
have agriculture, you are not producing dairy products, you are not 
producing a lot of things. You have just to bring in everything to 
take care of the people w who are coming here, and everybody who does 
work is working in tourism. 

There are very few factories. While on that point I was riding 
with Mr. Russell of your chamber of commerce yesterday and he 
pointed out a button factory. He said they used to make buttons 
out of pearl and they now make them out of plastic and they are 
doing very well. How many people does that factory employ, Gov- 
ernor, do you know / 

Governor Gorpon. I don’t know exactly. 

Mr. Crauncn. They did employ as high as 80. I think it is down 
to about 25. 

Mr. Cuvporr. Then there are some kinds of going businesses that 
can be operated here at a profit and give people work. Also there 
could be a series of agricultural dev elopments over in St. Croix that 
could supply butter, eggs, milk for everybody on the islands? 

Governor Gorpon. That is true, Mr. Chudoff. On the other hand, 
let’s take the poultry industry, for example. Many people are carry- 
ing on the poultry industry and I suppose profitably. They are still 
in it, but it is a precarious business. Just 2 weeks ago a fellow came 
to my office on Saturday morning and he was distressed because of 
this lack of shipment of chic kenfeed into St. Croix. 

He said he had 400 chickens. He said, “I will either have to kill 
them and put them on the market or get some chickenfeed over here.” 

Mr. Cuuporr. Why can’t he raise his own feed ? 

Governor Gorpon. Then you get into the water problem. 

Mr. Cuuporr. St. Croix has no real water problem, does it? 

Governor Gorpvon. No; they do not have a real water problem but 
they are in sugareane and ' is a question of being able to raise the 
kind of food for chickens. I don’t know enough about raising chick- 
ens to tell you but they tell me they have to ship i in all of their chicken- 
feed and that is what makes it so expensive. 

Mr. Jones. Most of the commercial poultry growers today use com- 
mercial food. 

Mr. Cruporr. I know it is a synthetic feed. It seems to build the 
chickens better, makes them lay better and everything else. 
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Mr. Jonas. It is fixed up in a formula instead of buying just grain 
from a farmer. 

Governor Gorpon. I had a fellow visiting me that day who hap- 
pened to be an expert in poultry raising and when I told him this 
fellow had actually gotten hold of 10 sacks of feed he said how many 
chickens does he have? I said about 400. He said “He will use a 
sack and a half in 1 day. That won’t last him very long.” He is 
a chicken expert from Davis School of Agriculture in California. So 
that is the thing that forces up the cost of chickens as well as eggs. 

Mr. Cuvporr. Governor, did you say that there were 7,000 people 
employed on the islands ? 

Governor Gorpon. Charlie thinks that figure is a little high. 

Mr. Cuuporr. The reason I asked you that, I have a job classifica- 
tion by industries in the Virgin Islands, 1954 to 1955, on page 7 of 
the 1955 annual report of the Governor which sets forth 2,391 people 
employed. Now that is an awfully low figure as compared to yours. 

Governor Gorpon. It sounds low to me. 

Mr. Crauncu. I would say 1,700 government employees, which 
would make it about 4,000. What I would like to do, Mr. Chairman, 
is to find out for the subcommittee the actual number of people em- 
ployed in the Virgin Islands in government and out of government 
and the average income of the citizens of the Virgin Islands, and 
turn it over to the subcommittee as a matter of record. 

(The information follows :) 


GOVERN MENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
Charlotte Amalie, St. Thomas, March 20, 1957. 
Hon. WALTER A. GORDON, 
Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, Virgin Islands. 

DEAR Sir: Pursuant to your request, it is my pleasure to transmit the follow- 
ing information showing the number of workers and earnings in private employ- 
ment in the Virgin Islands as taken from the Economic Report on Industries in 
the Virgin Islands, dated January 1957. 

For the first quarter of 1953, the most recent period for which these data 
are available, the Social Security Administration reported a total of 3,981 em- 
ployees with quarterly earnings of $1,088,000. This includes virtually all wage 
and salary earners except farm, government, household, and self-employed 
workers. 

No recent data is available on farm, household, and self-employed persons; 
however, the 1950 census reported 4,160 private wage and salary workers which 
included 860 household workers, 955 farm laborers and foremen, and an undeter- 
mined number of farm managers. In addition, the census also reported 1,376 
self-employed workers and 124 unpaid family workers, or an overall total of 
5,660 persons employed in private industry at the time. 

No definite information is available on changes in the size and composition 
of the labor force of the Virgin Islands since 1953. However, data on job open- 
ings and job placements reported by the Virgin Islands employment service 
indicate a general increase in economic activity in recent years. 

Average hourly earnings in the various types of employment range from the 
minimum of 40 cents to an estimated $1.157 or more for common labor up to 
skilled levels. Earnings of household workers range from $40 to $60 per month. 

Respectfully submitted. 

DEPARTMENT OF AGRICULTURE AND LABOR, 
EDMUND L. PENN, 
Acting Supervisor, St. Thomas and St. John. 
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Number of positions and employees as of Dec. 31, 1956 



































St. Thomas and St. Croix district Total 
, St. John district 
Department or agency | 
Number | Number | Number | Number | Author- | Number 
: of auth- | ofem- | ofauth- | of em- ized | ofem- 
orized ployees orized ployees | positions | ployees 
positions positions 
i | Te ce } 
1. Governor’s office._........--. slider etnias 17 14 5 6 22 20 
: De NU gn oankc nam deneteguanpeand 3 3 3 3 | 6 6 
, 3. Government secretary.............--.-.. | 6 O iocccvictisnbasdsicé.. | 6 6 
4. Tourism and trade-................- ; 6 4 3 2 9 6 
B08 SO =e ee 41 36 13 13 | 54 49 
6. Agriculture and labor_-__-..........--- 17 17 15 12 | 32 29 
NG a. cman ccdatenwaktwudiamenae 40 40 27 27 | 67 67 
; EG dice cnnanescucnantatdeans 61 57 53 48 114 105 
. EE Sc dotcociunmn cud os <0cendueoee 55 52 13 13 68 65 
: Mes Coty Se hs 2 ee 246 235 198 192 | 444 427 
: Be IN ohio ta leewedsecunaddecuns 260 246 139 134 | 399 380 
oR eee a | 217 199 149 147 | 366 346 
OE Fy re Teens GOON fn node cise cdeccdiewasdadedebetaseves Be incest eee sd ee 
14. Virgin Islands Legislature !_..........]-.-.--.---.- |----------]----------]---------- bans seep cel anctdiem see 
: We isasdiiccectaen idiimiamirenttitnmaal 969 909 618 597 1, 587 1, 506 
‘ 1 No accurate information available for this agency, since current personnel transactions are not approved 
? nor regularly filed in the division of personnel. 
Nore.—Prepared by the Division of Personnel, Mar. 20, 1957. 


Mr. Cuuporr. Can you do it within a reasonable time? 
Mr. Ciauncu. I can do it today. 
Mr. Jonas. I call your attention to the fact that this table only 
applies to those employed in industry. 
Mr. Cuuporr. Yes, I see that. 
Mr. Jonas. It would not include self-employed ? 
Mr. Cuuporr. Domestics? 
Mr. CLauncu. Government. 
Mr. Jonas. Shopkeepers ? 
Governor Gorpon. I think it is higher than that. 


Mr. Cuuporr. I thought we were trying to find out what your labor 

: pool was, how many employables we have. 

i Governor Gorpon. We have 500 taxicabs on this island, isn’t that 
it? 

: Mr. CLauncu. I would rather find out the figures and turn it over. 

: Mr. Cuuporr. Who issues the taxicab licenses, do you, Mr. Claunch ? 

; Mr. Crauncn. I do not. The police department does. 

f Mr. Cuvuporr. Is there anything in the law that limits the number 

of cabs you can have? 

, Mr. Ciauncu. No, sir: it does not. 

, Mr. Cuuporr. Do you have a public utility commission that sets 
the rate? 

Mr. Ciauncu. I don’t believe the public utility commission sets the 
rate. 


Mr. Cuuporr. Are your taxicab drivers making a living? 

Mr. Ciauncn. During the tourist season. 

Mr. Cuuporr. In other words, in the wintertime? 

Mr. Ciauncu. In the wintertime. At other times they are devoted 
to other occupations. 

Mr. Cuuporr. Governor, there is one thing I wanted to ask you 
about. While I was riding with Mr. Russell right near the Water 
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Island ferry dock I noticed a quarry that did not appear to be in 
operation. Of course it was Sunday, and I asked about it. He told 
me that that was the quarry that got all the material for crushing 
rock and it presently was not in operation because the Interior De- 
partment had canceled the lease. 

Then I asked him what they were doing about the waterfront road 
and he said as a result of not having local crushed rock they had to 
send to Puerto Rico for it. Of course that won’t affect your con- 
tract. That would just be a little hardship on the contractor. He 
won’t make as much profit as he would have made. But why was 
that 

Governor Gorpon. That is not the exact picture. 

Mr. Cuuporr. Would you tell us about that? 

Governor Gorpon. That is on naval property. On naval Govern- 
ment property. That is leased by Mr. Bayne, the one that you saw 
from the Water Island dock. The question arose with respect to 
whether our government could take rock out of our quarry which is 
on the other side of the hill, because of the law covering the disposal 
of surplus materials, and we were taking rock out of our own quarry, 
not for commercial sale but for our own use, and they called our 
attention to the fact, and we have the machinery set up there to take 
out rock. 

We have had quite a stockpile. They said they had to go through 
certain steps as required by law, declaring it surplus, and then they 
could give us a use permit as a governmental agency or the Depart- 
ment of the Interior, and then down to the local government. 

But, as far as Mr. Bayne is concerned, if I understand the picture, 
it had to go out for bid under Federal law. It did, and he recently won 
the bid on it. 

Now, what has happened since then I don’t know. He can go back 
to crushing rock. 

Mr. Cuuporr. I see that section 31 (a) of the organic act says, “The 
Secretary of the Interior shall be authorized to lease or to sell, upon 
such terms as he may deem advantageous to the Government of the 
United States, any property of the United States under his adminis- 
tration supervision in the Virgin Islands not needed for public 
purposes.” 

Governor Gorpon. That would apply to property that the Gov- 
ernment owned and not the Navy. You are dealing with the Navy 
here, which is a little bit different. 

While technically it is the United States Government, it is another 
thing. This is naval property. In fact, the airport is on naval prop- 
erty. That is subject to being taken away from us just that quick. 
But now the United States Government, as such, owns certain 
property. 

Mr. Cuuporr. You mean the Attorney General has handed down 
an official opinion ? 

Governor Gorpon. There is an official opinion. 

Mr. Cuuporr. Setting forth naval property is not property of the 
Government of the United States ? 

Governor Gorpon. I would not say it went that far. 

Mr. Cuuporr. I am trying to understand this. 

Governor Gorvon. I don’t either, sometimes. 
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Mr. Crauncn. Mr. Chairman, the Department of Defense has not 
declared that property surplus, and therefore they can’t dispose of it. 

Mr. Cuuporr. Eten appreciate it if it was not some hill out here in 
the mountains. I mean if it was a carrier or some sort of an LOT or 
an LCI, I could understand that, but here is a property up on a hill 
that could probably be used to the advantage of the Virgin Islands and 
to the advantage of the Government of the United States, and it just 
does not make sense to bring that “surplus” point into it. 

Governor Gorvon. I read the opinion, and it is an awfully long 
opinion, and I read the law as it was quoted. We had to stop crushing 
as a result, until it was cleared properly. 

Mr. Jonas. How about getting a copy of that opinion ? 

Mr. Cuuporr. I wonder if you would give us a copy of that opinion ? 

Governor Gorpon. I have got a copy and I can have a photograph 
taken of it. 

(The document referred to is in subcommittee files. ) 

Mr. Cuuporr. I guess that put some people out of work too when 
that was shut down ¢ 

Governor Gorpvon. It did for a while. I think Mr. Bayne leased his 
tothe Caribbean Engineering Co. I think he has. 

Mr. Cuuporr. We just got in a conversation, Mr. Russell, and I, rid- 
ing over there yesterday, and that is how it came up. 

Governor Gorpon. The other quarry is on the other side of the hill, 
our quarry, and we have not been blasting recently, but we have been 
taking out all of the rubble and crushing it. 

Mr. MotitoHan. You mean the stone for this development down 
here was coming out of your quarry ? 

Governor Gorpon. No. It was supposed to come out of Mr. Bayne’s, 
but due to this question of it not being surplus, declared surplus, and 
being sold or leased according to Government regulation, it was 
stopped. Then I think they had their rock shipped in from San Juan. 

Mr. Cuuporr. You say they called for bids and Mr. Bayne—— 

Governor Gorpon. Mr. Bayne won the bid. Nobody bid on it except 
Mr. Bayne, so his quarry, I understand, can be operated. 

Mr. Cuuporr. I guess he is the only one who has the equipment 
to operate it ? 

Governor Gorpon. We stayed out of it. We did not want to get 
into competition with private enterprise. 

Mr. Cuuporr. So you think that will be worked out very shortly ? 

Governor Gorpon. I am sure it will. 

Mr. Jonas. Mr. Chairman, will you yield before you leave that 
point ? 

Mr. Cuuporr. Yes. 

Mr. Jonas. The true story seems to be that the lease was canceled 
because it was not legally let / 

Governor Gorpon. Correct. 

Mr. Jonas. And not because of any problem of the Government 
not wanting the property developed ? 

Governor Gorvon. Oh, no. They were just complying with the 
Federal statute, that is all. 

Mr. Jonas. Which requires public letting of leases of that sort ? 

Governor Gorpon. That is right. : 

Mr. Cuvporr. Mr. Lanigan, did you want to say something? 
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Mr. Lanican. I just wanted to get this straight. You said “they’- 
referring to your rock-crushing operation—raised some problems and 
then there was a legal opinion. Who is it that raised these problems 
and how do you get 1 your legal advice on such matters? 

Governor Gorpon. Well, advice through the Solicitor’s Office. This 
particular opinion was not just out of the Interior; it was signed by 
somebody else in the Solicitor’s Office in Washington who signed this 
particular one . 

Ordinarily if I want a legal opinion I get it from either the United 
States attorney here or I will write to the Solicitor in the Department 
of the Interior. 

Mr. Lanigan. This was not the Attorney General then ? 

Governor Gorpon. Oh, no; it was not. 

Mr. Lanican. And did you write to them for an opinion ? 

Governor Gorpon. No; I did not write to them. 

Mr. Lanigan. How did it come up ? 

Mr. Cuuporr. In other words, nobody locally raised the question 
about whether or not the lease was in accordance with law or not? 

Mr. Cuauncu. Mr. Chairman, those properties are under the juris- 
diction of Vicorp. 

Mr. Cxupvorr. Did Vicorp raise the question ? 

Mr. Ciauncu. I don’t know whether Vicorp raised the question or 
the Interior Solicitor did. 

Mr. Cuuporr. One thing we all agree on, somebody must have 
raised the question. 

Governor Gorvon. All I know is we were told to stop crushing rock 
because it had not been done legally. 

Mr. Lanican. I was curious as to the machinery through which 
these questions get raised. Does somebody come down and look 
around and raise the question or how is it done? 

Governor Gorpon. I could not tell you the source of the inquiry. 
All I know is we were notified that we were taking the rock out 
illegally, and to desist until further notice. I wrote a letter telling 
them what a handicap it would be, and then they sent me this opinion 
down here, and that is the thing of it. The question was raised some- 
where. You know the Navy is still interested in this property and they 
come over and inspect it. Maybe they raised it, I don’t know. 

Mr. Cuuporr. You mean the Solicitor for the Interior Department 
wrote the opinion ? 

Governor Gorpon. No. 

Mr. Cuvporr. The Solicitor for the Navy Department ? 

Governor Gorpon. It was the Solicitor General’s Office, it was not 
Mr. Epwarps. Mr. Edwards did not write the opinion. 

Mr. Prncus. The Solicitor General of the United States? 

Governor Gorpon. The Solicitor’s Office. 

Mr. Prxcus. Interior? 

Governor Gorpon. Not the one assigned to Interior. 

Mr. Cuuporr. We are going to get a copy of the opinion and we 
will see who wrote it. 

Governor Gorpon. You will see the name on it. Somewhere in 
my mind it seems to be Armstrong. 

Mr. Pincus. Solicitor of the Interior? 

Governor Gorpon. I am not sure that is the name. 
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Mr. Cuuporr. Whoever’s name is on there is on there. 

Governor Gorpon. I did not agree with the opinion but I had to 
abide by it. ‘ 

Mr. Lanican. Has that effected building operations on the island, 
the closing down of the quarry ? : 

Governor Gorpon. No; because we do not sell rock commercially. 
We had a stockpile of rock. 

Mr. Laniean. I mean the other quarry ? 

Governor Gorvon. How much it has affected that I don’t know. I 
would not be able to say. I know this, that Caribbean had the con- 
tract to use the rock out of that quarry. The engineer told me that 
that facility could not crush enough rock, could not take out enough 
to crush enough rock to satisfy their needs on the waterfront. He 
wanted to take over our quarry. Of course we could not let him take 
over our quarry. 

Mr. MoLitonan. Your quarry was not involved in this, was it? 

Governor Gorpvon. Oh, yes. We were told not to blast any more 
rock out of the quarry. Recently we have been permitted to take the 
rubble away. We can blast any time we want to. 

Mr. Motitonan. You can go back and blast now ? 

Governor Gorpon. On a use-permit basis, but it had to be cleared 
according to Federal regulation. 

Mr. Motitonan. You are in action again ? 

Governor Gorpon. Oh yes. We have not started blasting any, but 
we have taken the rubble that is already out. We had about $3,000 
investment in labor in loose rock. 

Mr. Motitonan. But you have your original access authority ? 

Governor Gorvon. Oh, yes. 

Mr. Cuuporr. How much do you get a yard for this rock ? 

Governor Gorpon. We don’t sell it. 

Mr. Cuupvorr. Mr. Bayne pays for it, doesn’t he, when he blasts it ? 
Doesn’t he pay somebody for the rock? 

Governor Gorpon. He pays a lease on this other quarry and it is up 
tohim. He pays 25 cents a yard. 

Mr. Ciauncu. He pays 25 cents a yard. He bid on his new lease 
35 cents a yard. On the old agreement it was 25 cents a yard. 

Mr. Cuuporr. In other words, that is considerably higher than the 
price for crushed rock in Puerto Rico, isn’t it? 

Mr. Crauncu. If my memory is correct, the price of crushed rock 
in Puerto Rico—Caribbean Engineering gave me this figure—was 
$3.50 per yard. 

Mr. Cuuporr. So he is just as well off paying you 35 cents a yard 
and there is no additional transportation costs. It is 35 cents a yard 
in Puerto Rico plus transportation ? 

Mr. Crauncu. He pays 35 cents for each yard that he takes out of 
the quarry, to Vicorp. 

Mr. Cuuporr. And then he sells that to the Caribbean Engineer- 
ing Co. ? 

Mr. Crauncu. He will probably sell it cheaper to the Caribbean 
Engineering Co. than it could get it in Puerto Rico. 

Mr. Cuuporr. Because they would have to transport it ? 

Mr. Crauncn. Yes. 
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Governor Gorpvon. It should be clear that Vicorp does not handle 
this. It is the president of Vicorp who handles it for the Secretary 
of the Interior. We had the St. Thomas land authority before. 

Mr. Cuuporr. He is the agent of the Secretary of the Interior. 

Governor Gorpon. He is the agent for the Secretary of the Interior, 
but the Vicorp Board does not have anything to do with that particu- 
lar operation. He is doing that as the agent for the Secretary of the 
Interior. 

I want to get that straight because it is not Vicorp, it is not a func- 
tion of Vicorp as a corporation. 

Mr. Lantean. Is this true in the operation of the airport and all 
the naval facilities ? 

Governor Gorpon. That is right, yes. All of that was under the 
St. Thomas Development Co., and then it was taken away from the 
local government before I came down here and turned over to the 
Secretary of the Interior, who took it back. Then he turned it over 
to Mr. Bartlett as the president of the Corporation, and he operates 
that separate from Vicorp. 

Mr. Motitonan. Mr. Chairman, may I ask one more question? Gov- 
ernor, in your opening statement you made some reference to crops 
that might presently be produced, agricultural crops that might pres- 
ently be produced, in excess of the local market demand, and you also 
made reference to other crops which you felt you might develop an 
ability to produce, but if you did that they would also be produced 
in an amount in excess of your own needs. I understand from our 
hearing on St. Croix last Friday that cattle are presently being pro- 
duced in excess of your local requirements ? 

Governor Gorpon. That is right. 

Mr. Motionan. And, of course, we all understand that sugarcane 
is entirely an exportable product. 

Governor Gorpon. That is right. 

Mr. Motxonan. Or rather the raw sugar from the sugarcane is an 
exportable product. 

Yow what other things do you presently have produced agricul- 
turally that are in excess; or what do you anticipate the developing of 
an ability to produce that would be in excess? 

Governor Goamda: In discussing it with Dr. Bond, the agricultural 
expert from the United States Department of Agriculture on St. 
John, he mentioned 2 crops—where the marketing of 2 crops became 
important, the tomato crop and lime. 

Mr. Motionan. Lime? 

Governor Gorpon. He said a lot of lime is produced on the island, 
and the way it is marketed, it is $5 a sack. 

Mr. Motionan. Agricultural lime you mean? 

Governor Gorpon. Yes. 

Mr. Motionan. In the beginning of the season, the height of the 
season, it is $5 and it is $5 at the end of the season when it is scarce? 

Let’s take asparagus. In the continental United States when it 
first comes out you may pay 15 cents a pound. At the height of the 
season you get 2 pounds for 15 cents. 

Mr. Motionan. Are you talking about limes, fruit ? 

Governor Gorpon. The kind you use with drinks. 

Mr. Motionan. Like lemons? 
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Governor Gorpon. Lemons, yes. He is experimenting over there 
on other kinds of crops that can be grown aren commercially here. 

Mr. Mottonan. Are you saying to me now that you do prowuce 
tomatoes in an amount sufficient to supply your local markets $ 

Governor Gorpon. Not necessarily to supply them, but it seemed 
that this particular person would let his tomatoes lay on the vine, if 
he could not get the price he thought he should. Therefore the ques- 
tion of marketing techniques came into the discussion. 

Mr. Mottonan. Governor, are you talking about marketing locally ? 

Governor Gorpon. Locally as well as in Puerto Rico or any place. 
Just the whole question of marketing of the crop, with the idea of $5 
for a sack of limes when they are scarce, when they first come in, and 
this is the way he put it, and $5 when you are at the height of your 
season, and $5 when there is a scarcity just does not make good mar- 
keting sense. 

Mr. Motionan. I think the law of supply and demand would take 
care of that. It certainly does in the States and it does not take any 
marketing expert to develop that law. That has been developed a 


long time. 

Spree Gorvon. I know. It is basic economics. 

Mr. Crauncu. Mr. Mollohan, the grower in St. Croix demands 10 
cents a pound at the height of the market. He won’t fluctuate his 
prices, and it is a matter of education. The law of supply and de- 
mand he is not interested in. That is where the education comes in. 

Mr. Mottonan. What other crops has Mr. Bond suggested there is 
a possibility of developing here to a point where it would supply all 
of the local people, such as butter ? 

Governor Gorvon. My discussion with him was based primarily on 
the necessity of an agricultural head who was an expert in the area 
of agriculture. That was my primary conversation with him, not 
what crops would be produced, and he was of the opinion that I did 
not need an expert in agriculture because he would give us all the tech- 
nical advice we needed, but we needed a man who was trained in mar- 
keting, as Mr. Claunch mentioned, and get the outlets. 

Mr. Motion an. It seems to me that it is obvious we have an adequate 
experiment station on St. Croix at the present time. 

Governor Gorpon. Under Dr. Bond. 

Mr. Mottonan. But do you or do you not have a marketing expert ? 

Governor Gorpon. We do not have one. 

Mr. Cuuporr. Are there further questions ? 

Mr. Knox I have one further question. Governor, we will go back 
to the quarry. 

Did I understand you to say the price was 35 cents a yard, the cost 
of the rock? 

Governor Gorpon. I think that was the new bid, that he won the 
right to use the quarry at. Prior to that it was 25 cents a yard. 

Mr. Knox. What is the cost for crushing ? 

Governor Gorpon. It would vary. I have heard our prices quoted 
from $6 to $10, depending upon how many processes you carried. 
When you first get it out, of course, and crush it, the first crushing of 
the large rock, the cost is less. As you grade it—maybe Mr. Galiber 
can tell us exactly. 

Mr. Gauiper. The cost of crushing rock at the government quarry is 
$5.75 a yard. 
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Governor Gorvon. All the way through? 

Mr. Gauiper. That is right. 

Mr. Knox. And what is the cost per barrel of cement ? 

Mr. Gaxiper. Cement is $1.30 a sack. 

Mr. Cuuvorr. Mr. Minshall ? 

Mr. Pincus, Governor, has some questions he wants to ask on the 
comptroller’s office. 

Mr. Prncus. Before that, Mr. Chairman, we have a few on the finan- 
cial statement that we obtained from the Government, if the sub- 
committee would grant permission, on which Mr. Lanigan would like 
to ask a few questions. 

Mr. Cuuporr. I don’t think we are going to be able to get beyond 
Mr. Krabach today, and if anybody in the room has other business 
that he would care to attend to, feel free to leave and get back tomorrow 
morning at 9 o’clock. 

I am pretty sure we will probably take our afternoon session up with 
Mr. Krabach, so I just say that we would like to have you, if you want 
to stay, but if you are just waiting to be heard, we can’t ’ possibly get 
to you this afternoon. 

Mr. Laniean. I just havea few items on organization. 

Mr. Cuuporr. The committee will be in recess for 5 minutes. 

(Short recess.) 

Mr. Cuuporr. The subcommittee will be in order. 

Mr. Lanigan, would you proceed, please ? 

Mr. Lanican. Yes, first [ want to ask about the reorganization of the 
Virgin Islands Government. 

As I understand it, section 16 (a) required the Governor to consoli- 
date the existing executive departments, bureaus, independent agencies 
into not more than nine executive departments except for certain 
independent bodies that were needed to get certain Federal funds. 

In the Comptroller General's report for the year 1955 on page 9 he 
lists 9 various departments, but then he indicates that there are at 
least 19 different boards which are in the departments. Could you 
give us a rundown on how the consolidations were effected and what 
the philosophy was behind putting these various boards into depart- 
ments rather than consolidating their functions within the depart 
ments ? 

Governor Gorpon. When I came here in October of 1955, I found 

“xecutive orders up to and including No. 9 or 10. The one that was 
most important is Executive Order No. 9. Executive Order No. 9 
divided the department, the government, into 9 departments as they 
exist today. All boards and bureaus had been established by virtue 
of that Executive Order No. 9. 

To give you the philosophy back of that would be more than I can 
give you because I did not have anything to do with the drawing of it. 

Mr. Lanican. You found these existing when you came? 

Governor Gorpon. They existed as they are when I came, with the 
exception of the port authority. I have not established any other 
board or bureau. 

Mr. Lanican. Could you tell us, for example, what the function of 
the sanitary board and the board of health are in the department of 
health and why they should exist within a department rather than 
have the function handled by the department itself? 
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Governor Gorpon. Well, the department of health, as you will find 
out in talking to Dr. O’Neil—he was here a few minutes ago—the 
department of health includes more than just running the hospital. 
It includes the department of sanitation and the public health service 
and mental health. 

Mr. Lanican. My point was why do you need two boards inside of 
that department to handle those matters ? 

Governor Gorpon. You must remember that if you read functions 
of the medical board, that board passes on a nurse’s right to nurse, 
a doctor’s right to practice, a pharmacist’s right to practice and so 
forth. 

Mr. Laniean. I mentioned the other two boards. 

Governor Gorpon. The sanitation board. Charlie, maybe you can 
answer that better than I can. 

Mr. Ciauncn. The sanitation board handles sanitation problems. 
The board of health of course handles the qualifications of profes- 
sional people to practice. 

Mr. Prvcus. I think Mr. Lanigan’s point is why do you need a 
board, rather than to have the function administered within the de- 
partment by one subordinate official? I think his point is why after 
reorganization do you end up with a number of boards and commis- 
sions within the departments ? 

Is that not superfluous, or maybe it is not, or is it economical or 
isn’t it economical ? 

Governor Gorpvon. Those are nonpaying boards. They are more 
advisory than anything else. 

Mr. Lanican. Do they get expense money for meetings, travel 
expenses and per diem ? 

Mr. Craunen. If they go to St. Croix, for instance, leave the 
islands. 

Mr. Laniean. Or if somebody from St. Croix comes over here? 

Mr. Crauncn. Comes over here. 

Mr. Lanican. I realize you were not here when this occurred. 
Have you considered the need for these various boards to carry out 
the functions that have been consolidated into the departments ? 

It seems to me that what Congress intended was that the functions 
should be handled by not more than nine departments, and now there 
are still the various boards. 

Have you considered any possible further reorganizations, Gov- 
ernor ? 

Governor Gorpon. Yes; I have considered further reorganization. 
In fact, I asked the legislature for an appropriation, which they 
granted. But they did not have any funds to meet the demands of 
the appropriation. The desire was to hire a firm of experts to come 
down here and survey our government. 

Now I do not know what transpired before by way of having ex- 
perts, but I know that is a field that you ought to have an expert in 
public administration to do. And I have wanted to have a firm, a 
public service organization. There is one in Chicago I happen to 
know about and there is one in Washington, Kruger-and-something. 
They wrote mea letter. Iam still hoping we will be able to get a firm 
of that sort to come down here and survey our government and set up 
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what they think is the most efficient eee to bring adequate 
controls and efficient service to the people. 

Mr. Lantaan, I take it, then, that you were not satisfied with the 
organization of the government as you found it when you came here? 

overnor Gorpon. Let’s put it this way. That is too broad a ques- 
tion for me to answer just saying I was not satisfied with it. 

There were phases of it that I would want to change. For example, 
even in the departmental structure, to say nothing of the boards, I 
am deeply concerned about the departmental setup. For example, 
the insular department, my budget officer is in the insular depart- 
ment and I think he ought to be in the finance office, or closer to me, 
separate from finance, if anything. 

My own evaluation of some of these departments, after I have seen 
them operate, is that some of them should be combined. I don’t think 
we necessarily need nine departments. And that same thing may hold 
true with some of these boards. 

Let’s take the health board, for example. I think the health board 
should be divided into three sections. 1 think there are about 25 on it 
or some such number. Why should a nurse pass on the qualifications 
of a physician? We have got physicians and nurses and pharmacists 
and dentists on that board. 

I believe it is all right to call it a public health board, but I think 
it should be divided into segments so that physicians will pass on phy- 
sicians, dentists on dentists, and so forth. 

Mr. Laniean. When you disagreed with the legislature about mak- 
ing the Department of Tourism and Trade a bureau within some 
other agency 

Governor Gorpon. No, it was not, it was attached to my office. 

Mr. Lanican. Attached to your office? Was that because you be- 
lieved that should be a separate department or because of certain 
technical difficulties in connection with such a reorganization ? 

Governor Gorpon. I believe that tourism was a department and I 
feel that Congress meant, according to that act, that any changes in 
government, in departments of government, should emanate from the 
Governor with the approval of the legislature. 

Mr. Lanican. Have you made any reorganization proposals to the 
legislature ? 

Governor Gorpon. I have. 

Mr. Laniean. Other than the port authority one? 

Governor Gorpon. Yes. 

Mr. Laniean. Which ones? 

Governor Gorpon. Turned down. I proposed that the agriculture, 
labor, tourism, and trade be combined into one department, insular 
affairs transferred to the government secretary with the department 
budget being transferred to the department of finance. 

I was turned down on all of them. Instead of getting what I asked, 
when the budget was passed, my fire department, which was a division 
in the department of safety, was put into public works. The half- 
year budget on the police department, department of safety—there 
are two of them now in the same department. Tourism and trade 
was made a bureau in the executive branch of the government. It was 
already in the executive branch of government but directly in the 
Governor’s office, and I had a 6-month budget. 
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Mr. Prncus. May I ask a question? What was the vote of the 
legislature on reorganization? Was it unanimous against you? 

Governor Gorvon. It was tabled. It was not even considered. It 
was tabled. 

Mr. Lanican. Was that presented at the beginning of the legisla- 
tive session, your reorganization proposal ? 

Governor Gorpon. Somewhere around the middle of it. 

Mr. Lanican. About the middle of the 60-day session; is that right? 

Governor Gorpon. Yes. There was ample time to consider it, if 
that is what you are driving at. 

Mr. Lanican. I think the other day before the other committee, Mr. 
Claunch, you indicated that you are acting as head of several different 
departments and agencies. Could you give us a brief rundown, 
naming the major ones and enumerating just the number of minor 
agencies ? 

Mr. Ciauncn. If the chairman will forgive me, I can’t remember 
all of them offhand. When the Governor is not here, of course, I am 
Acting Governor. I am government secretary. I am the corporate 
officer, chief licensing officer, registrar of trademarks and patents, 
acting commissioner of insular affairs, acting commissioner of tourism 
and trade. 

I supervise the department of agriculture and labor. I am chair- 
man to the alcohol control board, the tax exemption board, the banking 
board, I am chairman of the St. Croix Port Authority, the Inter- 
Virgin Islands Conference, and there are a few others. 

Mr. Laniean. To what extent have attempts been made to fill some 
of these positions that you are holding? 

Don’t you think it is difficult for you to act as head of so many 
various agencies ¢ 

Mr. Crauncu. It adds somewhat to my job. Of course, acting 
as commissioner of these departments and supervising, I think, adds 
somewhat to the duties, although I have capable assistants. 

Mr. Lanican. To what extent have efforts been made to fill these 
vacancies ? 

Mr. Cirauncn. The Governor can answer that question. He nomi- 
nated a commissioner of tourism and trade who was rejected. Agri- 
culture and labor, that is under investigation now to find a man who 
will be a good marketing specialist. The Governor, I understand 
from conversations, has not been able to find such a man. In insular 
affairs, the Governor and myself still feel that insular affairs should 
have some of the functions transferred to the Government secretary’s 
office and other functions to the department of finance. 

Mr. Moxtitoman. Mr. Chairman, may I ask a question there? Gov- 
ernor, what is your budget for tourism and trade? 

Governor Gorpon. $27,000. 

Mr. Motionan. You mean that is all? 

Mr. Cirauncn. $60,800. 
gor Gorvon. That is going back to the budget of the year 

ore. 

Mr. Mottonan. What is it this year, 1956 or 1957 ? 

Mr. Crauncn. $6,300. 

Mr. Motitonan. How much of that do you have set up as a salary to 
be paid the director of tourism and trade? 
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Governor Gorvon. $11,000. 

Mr. Morzonan. As I understand it, your nominee was rejected by 
the senate; is that right? 

Governor Gorpon. The one that I suggested was going to take over 
tourism and trade and commerce, combining agriculture and labor, 
probably because he had had experience in - practically every field, 
particularly in marketing. He was assistant port manager of San 
Francisco. 

Mr. Morttonan. Did they reject your man because you combined 
the two posts? 

Governor Gorpon. They never gave any reason. 

Mr. Mottonan. You mean you had no discussions with them after 
their failure to approve ? 

Governor Gorpon. No. I sent it down one day and I was notified 
the next, or read in the newspaper something about their not knowing 
what he looked like. I wired for a picture, and by the time I got his 
picture I got a letter back that he did not receive sufficient votes to pass. 

Mr. Motzonan. Gov ernor, do you have the authority under the 
Organic Act to nominate an acting director? 

Governor Gorpon. I can nominate an acting director, yes; but I 
could not nominate that particular person. 

Mr. MortitoHan. Can you nominate an acting director now other 
than Mr. Claunch ? 

Governor Gorpon. I can nominate someone else. 

Mr. Motxionan. If you so desire. 

Governor Gorpon. That is right. 

Mr. Motitowan. Are you making an effort now to find an acceptable 
person ¢ 

Governor Gorpon. I am, but they want to know from me whether or 
not they will get confirmed. Nobody wants to break up and come 
down from the United States, if I happen to get someone from there. 

Mr. Mottonan. You feel there is no one acceptable in the islands ? 

Governor Gorpon. Well, I am not so sure. Let’s put it this way. 
I have not seen any person yet that would satisfy me. 

Mr. Motionan. Since you are the nominating authority, it would 
appear to me they would have to satisfy you before you nominated 
them, so we can accept that you find no one that is desirable or satis- 
factory in residence on the islands at the present time ? 

Governor Gorpon. That is right. 

Mr. Motitonan. Thank you. 

Mr. Jonas. Would you yield right at that point? 

Mr. Motxonan. I yield. 

Mr. Jonas. Did you get any impression in your discussions of the 
matter with the senate that they had a candidate? Has any effort 
been made to pr essure you into nominating somebody suggested by any 
local political group ? 

Governor Gorvon. I got rumors, Mr. Congressman, to that effect, 
but I could not say definitely. They never named anybody to me; they 
never discussed it with me. 

Mr. Jonas. They did not tell you why they rejected your appointee ? 

Governor Gorvon. No; I only read in the newspaper some remark 
that he was a har bormaster, which was not the correct nomenclature. 
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Mr. Lanican. Do I understand that you made a nomination and in 
effect expected the legislature to approve the nomination without ever 
seeing the person or even seeing a picture of him? 

Governor Gorvon. I don’t know what the picture would have dis- 
closed. You asked me the question, did I expect them. I expect the 
legislature to have some confidence in my judgment in nominating 
people upon whom I think I can depend. I am certainly not going to 
nominate somebody whom I think will not do a good job. 

Now what processes of thinking they go through I can’t tell you 
about that. 

Mr. Cuvuporr. Do you know, Governor, that even the Senate of the 
United States does not have confidence in the President of the United 
States when he nominates somebody who requires confirmation? The 
committee that has jurisdiction over the department for which this 
person is nominated usually has public hearings and not only are 
witnesses called on to set forth the qualifications of that person but 
the person himself is called upon for examination before confirma- 
tion. So if the President of the United States does not have the con- 
fidence of the Senate, you are going to have a tough time getting the 
confidence of the legislature. 

Governor Gorvon. I have appeared before Senate committees and 
I know. 

Mr. Cuuporr. You were confirmed yourself by the Senate? 

Governor Gorpon. I was. I appeared before the Senate Insular 
Committee. 

Mr. Jonas. May I say one other thing along that line? I agree 
with everything you say. The only thing that worried me was why, 
if the Senate wanted to look at this man or examine him or question 
him or have him appear before them, why didn’t they invite him to 
come down? What would be the procedure for that ? 

Governor Gorpon. All they had to do was notify me. I just read 
in the paper that they said they did not have a picture of him, they 
did not know what he looked like. So I sent for the picture and then 
they turned him down before the picture got here. I think it was the 
same day the picture got here. Now this fellow was ready to come 
down here at a moment’s notice if they had asked him. 

Mr. Motitonan. How much time did they have from the time you 
nominated him until the date of expiration of that term of the Senate ? 

Governor Gorpon. I would have to look at the record but I think it 
was about the middle of the session. He had ample time to fly 
down here. 

Mr. Motionan. Did they act on him promptly after you sub- 
mitted hisname? Did they turn him down promptly or did they leave 
it tabled for some time ? 

Governor Gorpon. I think it was just a few days. 

Mr. Motionan. But they did not communicate with you? 

Governor Gordon. No. I sent down his background at the time. 
Then I nominated at the same time a native Virgin Islander as com- 
missioner, and in a few days they turned him down. I don’t know 
why. They never had told me to this day. 

Mr. Jonas. As commissioner ? 

Governor Gorpon. As commissioner. 

Mr. Jonas. Of what? 
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Governor Gorpon. Of safety. 

Mr. Pincus. Do they hold hearings here usually after a nomination 
is made for confirmation ? 

Governor Gorpon. I have never heard of it. I nominated four 
other department heads. Department of health, department of public 
works, department of social welfare, and I do not know that those 
persons were actually called. They know them. They are people 
who live on the islands. 

Mr. Pincus. They were approved ? 

Governor Gorpon. They were approved. 

Mr. Motionan. How many of these nominees were disapproved ? 

Governor Gorpon. Safety and this tourism and trade. I have not 
been able to get a commissioner of education. They did not turn down 
my second nominee for commissioner of safety. I submitted his name 
at the special session, and they just 

Mr. Mottouan. The special session was not the session at which 
they disapproved originally ? 

Governor Gorpon. The first term, the regular session beginning in 
April of this year. At the special session I submitted another Virgin 
Islander to be commissioner of safety and they tabled it, or did not 
act on it. They never took positive action one way or the other. I 
don’t know why. They wrote me a letter and did say that I had not 
acted—we will get the record straight on that—2 days before they 
adjourned they wrote me a letter saying that I had not given them any 
indinatines as to what I was going to do about it. It is the person whom 
they turned down the first time who is alleged to have made some dis- 
paraging remarks about the members of the legislature. 

Mr. Motionan. You mean that you were alleged to have made the 
disparaging remarks? 

yovernor Gorpon. The fellow who was turned down, the nominee. 
To be frank with you, it is Mr. Mathias. It was in the newspapers. 

They held a hearing the day before the legislature adjourned, and 
I received a report from them on the 13th day of July. The report 
itself was dated the 10th of July, where they gave their evaluation of 
this investigation as to hisremarks. It was an offer to give the United 
States attorney a transcript of the testimony for possible criminal 
prosecution for perjury, but no offer was made to give me a transcript 
of the testimony. I wrote back that I did not see how the committee’s 
report could be submitted to the legislature when the legislature ad- 
journed on the 7th of June and the report itself was dated July 10. 

It seemed strange that the report would come from a committee to 
me and not to the legislature itself. 

I talked to some of the legislators and they had not even seen the 
report. I sent the letter down with an explanation as to why I had 
not done something and I said whatever I do, I wanted to base it 
on judgment and I thought I was entitled to a transcript of the record 
which you have not sent me, and I have not received it to this day. 
Some of the Senators told me they did not get the letter, but the letter 
was sent down I know. 

Mr. Pincus. Governor, under section 16 (b) of the act, which fol- 
lows (a), the original reorganization, in that particular section, there 
is a mandate for you to examine the organization of the executive 
branch and make changes subject to the approval of the legislature. 
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But do you feel that section really gives you any authority other than 
you have to recommend any legislation ? 

Governor Gorpon. That is all it gives me, the authority to reevalu- 
ate. That is the way I would interpret it. From time to time I should 
reevaluate the functions of the different departments and make ree- 
ommendations of any change, if I deem it advisable. That is another 

hrase in there. 

Mr. Pincus. That is right. So, in other words, it does not really 
give you any authority at all other than you have generally to recom- 
mend legislation to the Legislature ? 

Governor Gorvon. That is right, and I had to go to the legislature 
and they voted to give me $50,000, up to that, if I needed it to pay 
a firm. They knew I would be careful about spending it but we did 
not have the money in the treasury, and it was in pursuance to that 
section. 

Mr. Lanican. You mean you had the appropriation but you just 
did not have the money in cash ? 

Governor Gorpon. I did not have the money. 

Mr. Prvcus. Then this section might be slightly superfluous in 
some sense, in that it does not give you any reorganization authority 
at all? 

Governor Gorpon. Well, I have always felt in interpreting that 
section that I could reorganize the government vertically but not 
horizontally. You understand what I mean. 

Mr. Pincus. Yes; within the existing departments. 

Governor Gorpvon. Within the existing departments I could do 
anything [ wanted to, but horizontally between the departments, no. 
I would not say it is superfluous, though. 

Mr. Pincus. Why not? 

Governor Gorvon. Well, it places the responsibility on the Gover- 
nor to reevaluate now and then, and that is what I want to do, rather 
than just sit idly by. I will admit that we have got a right to submit 
legislation, but there is the mandate to do it now and then. I think 
it is a worthwhile section. 

Mr. Pincus. In the interests of economy and efficiency, would it be 
useful to have a reorganization scheme such as we have in our Fed- 
eral Government, which requires the legislature to act on a proposal 
or else it becomes effective ? 

Governor Gorpon. I think it is a good thing that they either ac- 
cept it or refuse it. I think that. They refused mine and started 
reorganizing on their own. That is what happened. I think under 
the Federal setup, they accept the suggestions or reject them. 

Mr. Lanican. I have a couple other questions. First of all, on 
your proposed appointees that are appointed by you, subject to ap- 
proval by the legislature, and other appointees, do you have any 
procedure for making checks, say with the FBI or police records and 
so on of the proposed appointees ¢ 

Governor Gorpon. No, I do not have an elaborate plan. I know of 
this particular fellow I had from California. He was working under 
General Wiley for the Harbor Commission of San Francisco, and I 
know the State service has a general check system for all employes. 
He was working there and has been for years. 
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Mr. Lanican. You have not as a matter of practice then had such 
checks made on your own request ? 

Governor Gorpon. I have only reappointed some of the old com- 
missioners who were already on the job when I came here. In fact 
that was the only outsider I ever attempted to bring in. I have not 
brought in any other oustider to work in the executive branch of 
Government. 

Mr. Laniean. Is the same true on the various boards that you 
make appointments to? 

Governor Gorpon. I have reappointed most of the people on the 
same board. Some of them are term boards and I have not had an 
occasion for reappointment. On the board of education, I just got 
a person to serve 2 weeks ago. I have not made the appointment 
yet. 

Mr. Lanigan. You spoke about not having money to make a study 
of the Virgin Islands government. Have you made any requests of 
the Interior Department to send some of their administrative experts 
under the Administrative Assistant Secretary down here to help you 
make a study ? 

Governor Gorpon. No; I have not. We have to pay the expenses, 
too. We would be involved in expenses there. 

Mr. Lanican. Have they indicated you will have to pay their 
salary ? 

Governor Gorpon. We have had people come down in accounting. 
No; we don’t pay their salary but we have to pay some expenses; am 
I right, Mr. Krabach ? 

Mr. Crauncn. Their travel and per diem. 

Mr. Lanican. That would not amount to $50,000. 

Governor Gorvon. I wanted an outside firm and I still want it, so 
that they will come up with an objective examination, because there 
is the feeling that Interior wants to do this and that. It is not justi- 
fied but it is there, and I would rather have an outside firm come in 
and give us an objective report. 

Mr. Lanican. I have the treasurer’s statement which he supplied to 
us last Friday afternoon. One of the statements on the matching 
funds, “ii” funds, show that on July 1, 1956, he had $4,846,000 
in various accounts. I assume they were bank accounts. Have you 
initiated any program of public works to utilize these funds which 
you are accumulating in the bank? 

Governor Gorpon. I told you we were already building two schools. 
We have a waterfront project going, and we have an appropriation 
for a centerline road. 

Mr. Laniean. Are these appropriated out of this account? 

Governor Gorpon. I don’t know what figures you are talking about 
there. We have the “ii” fund, we have the “i” fund. I would rather 
have the financial person speak on that than for me to try to tell you 
what is in each fund. 

Mr. Laniean. We can talk to the commissioner of finance. 

Governor Gorpon. He is right here. 

Mr. Laniean. He is coming on later. 

Governor Gorvon. [ don’t want you to pin me down on those funds. 

Mr. CiauncH. Mr. Lanigan, the public works program has just 
about reached the point where the engineering proposals are going to 
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be let, I think within the next 2 years. On most of the projects, I 
think it is $1,072,000 worth of projects very shortly, and there is 
another approximately $400,000 available, and it has reached the 
stage now—I have been in conference for the last week—it has reached 
the stage where we have been talking to the engineers about the 
engineering. 

Sahin works has the St. John’s project engineering completed and 
I think we will start rolling on that the first of the year, I would say 
a million and a half dollars worth of that money. 

Governor Gorpon. I would only want to add one thing. That we 
have somewhat held up the St. John road project because the Park 
Service is going in there, and they anticipate some roadbuilding also. 
We do not know what their plans are, and we certainly don’t want 
to be working at cross purposes in building parallel roads. 

Mr. Laniean. Have you tried to set up a program of public works 
say, on a 3- or 5-year basis into the future, to utilize these funds which 
are accumulating ? 

Governor Gorpon. You remember in my opening statement, I said 
that we are presently working on a plan of public works projects 
that we think will project us many years to come as far as the Virgin 
Islands are concerned. That is in the process of being worked on 
and that is going to call for new ns from Congress be- 
cause the “ii” funds ended June of this year, as you know. 

Mr. Lanican. Is that plan being worked on by your local people? 

Governor Gorpon. It is worked on by us here in the Virgin Islands. 
Of course we will have to submit it through Interior. Each depart- 
ment has been called on for any suggestions as to such a plan. 

Mr. Lanican. I only had one other question, and that was regard- 
ing this matter of item veto. I think you have read the act. I am 
sure you have read it several times. You are authcrized to veto appro- 
priated items, as you recall. I was wondering if you had ever re- 
viewed act No. 37 of the First Legislature of the Virgin Islands and 
the type of a veto made on that particular bill ? 

Governor Gorvon. If I remember that act 37, that is the subject 
of an attempt to get a declaratory judgment. 

Mr. Lanican. No, that was an act concerning appropriations of 
public funds and real property providing such things as travel allow- 
oS 

Governor Gorpon. That is the one I am talking about, $2,000, and 
if any additional sum other than $2,000 is asked, it had to be agreed 
upon by the finance committee along with the governor. That is the 
one that is in court now. 

Mr. Lanican. Is your interpretation of the item veto authority, 
that you are authorized to veto items of appropriation or any parts 
of such an item of appropriation, or do you believe you can veto any 
language in a bill on an item basis? 

Governor Gorpon. You repeated the verbiage of the act, and that 
was that I can veto any part or portion of any item of appropriation. 
Ordinarily you know, as a matter of law, as a matter of custom and 
good political science, that appropriation bills do not contain sub- 
stantive legislation. 

When you put substantive legislation in an appropriation bill, 
as is done down here, I interpret the act to read that I can cross out 
any item or portion of an item. 
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Mr. Pincus. Even though it is not an appropriation ? 

Governor Gorpon. Not under a nonappropriation bill, no, I don’t 
say that. 

Mr. Lanican. There are several sections. 

Governor Gorpon. I did not have anything to do with that bill. 
That was before I came here. 

Mr. Lanican. I just wondered if you had reviewed the type of item 
veto used in this bill ? 

Governor Gorpon. Yes; I have reviewed it. I don’t follow it asa 
pattern. I follow my own. 

Mr. Laniean. You follow your own methods? 

Governor Gorvon. That is right. 

Mr. Lanigan. And you would not necessarily follow the type of 
item veto used in this bill ? 

Governor Gorvon. I don’t want to pass judgment on something that 
is in court. 

Mr. Cuuporr. Governor, did you say that down here, you can have 
legislation on an appropriation bill, and it is considered germane to 
the appropriation bill ? 

Governor Gorpon. Yes. 

Mr. Cuvuvorr. You know that is against the rules of the House in 
Washington ? 

Governor Gorpon. I know it isin the House. In other words, if—— 

Mr. Jonas. We have a Rules Committee. 

Mr. Cuvuporr. They have a rules committee, too. We have standing 
rules of the Legislature of the Virgin Islands of the United States, 
and they can certainly make a rule to take care of that. 

Mr. Jonas. Waive points of order? 

Mr. Lanican. On this particular bill, No. 50, which Mr. Claunch 
handled when he was Acting Governor, I just want to ask him wheth- 
er, before he made the item vetoes on this bill, whether he asked for 
and received any legal advice on the extent of his authority to veto 
items. 

Mr. Cirauncu. Mr. Lanigan, what is the date of the bill ? 

Mr. Lanican. The veto message is March 30, 1955, and the date of 
the bill is March 10, 1955. 

Mr. Crauncu. On the 29th of March 1955, the 26th rather, I had 
a heart attack. I was in bed for 9 weeks. Governor Alexander 
left the next day for a vacation, notwithstanding the fact that I was 
in bed. Some of his advisers brought several bills to me and I signed 
that bill. 

Mr. Lanicgan. From what I gather then, you feel, and I think it is 
probably true, that you were in the spot as Acting Governor since the 
Governor had left, and you had to act, but you were not in any condi- 
tion to consider the merits of the matter. Is that right? 

Mr. Cuauncn. I feel that I was not in a position at the time but 
I took the advice that was given me on that particular bill. 

Mr. Lanican. I wonder, Mr. Chairman, if we could have this bill 
and the veto message introduced in the record at this point? 

Mr. Cuvuporr. Without objection, let it be so introduced. 

Mr. Jonas. Which bill is that, and veto message ? 

Mr. Cuvporr. It has nothing to do with this Governor’s admin- 
istration. 








ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 133 


Mr. Jonas. I know, but I was just wondering. 

Mr. Knox. What is the purpose of putting it in the record? 

Mr. Jonas. I don’t object but I don’t see the pertinency of it. 

Mr. Cuuporr. I think Mr. Lanigan and Mr. Pincus can explain 
why they want to put it in the rec ord. 

Mr. Prvcus. I think the purpose would be just to complete the 
record. In last week’s testimony when the joint committee was hear- 
ing testimony, the only discussion, I believe, of item veto related di- 
rectly to veto of amounts of money in an appropriation bill. and 
this is an example of another type of item veto that would be useful to 
have in the record for consideration as a part of the joint committee 
hearings, to complete the picture of the use of the item veto. 

In this bill the item veto was used to veto language in a bill which 
is not an appropriation bill. It was just used to strike out clauses 
in the bill. It would be useful for the consideration of the committee 
to have this other example of the use of the item veto. 

Mr. Cuvuporr. Mr. Jonas, I don’t think it hurts anybody or anything 
to put it in. I think probably we are going to take up the question 
in writing the report on the item veto and s say this is one example, this 
is another example of the item veto, and we might make some recom- 
mendations or comments on it. 

Mr. Knox. This is by a previous administration and not the ad- 
ministration under Mr. Gordon. 

Mr. Cuuporr. We are not handling these things on the basis of 
administration, Mr. Knox. We are handling them on the basis of the 
government operations of the Virgin Islands. Of course, Governor 
Gordon gave his idea of what he thought he could do and this shows 
what the previous Governor has done. They have only had two Gov- 
ernors since the organic act was passed, and I think it is worthy to 
be in the record, so we can comment on it, if we so decide in writing the 
report. 

Mr. Jonas. May I be heard on that before you decide? I don’t know 
that it would be proper to pick out one isolated case, unless it can be 
shown that it illustrates a pattern that was followed. What about his 
other veto messages? Are you going to put them in the record? 

Mr. Cuuporr. Mr. Jonas, we are not trying to try Governor Alex- 
ander on his veto. 

Mr. Jonas. I know that. 

Mr. Cuuporr. What we are trying to do is to show in this particular 
type of a transaction, it might be the intent of the Congress to amend 
the Organic Act and say we are going to eliminate the item veto. 

Or maybe the intent of Congress might be to keep the item veto 
and maybe amend the act so as to better explain what the item veto 
is for. We are not taking sides for or against the item veto, and I 
think it would be helpful if that was in the record. 

Mr. Crauncn. Mr. Chairman, I don’t think that that particular 
bill would be a fair comparision. 

Mr. Cuuporr. Let me say this to you, Mr. Claunch: Under the rules 
of the House and the committee 

Mr. Crauncnu. I apologize, sir. 

Mr. Cuuporr. We feel that it is not how you think as far as it 
being in order to put that in the record. 

Mr. Ciaunen. It is not in order, sir. 
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Mr. Cuuporr. I am not scolding you. 

Mr. Jonas. Mr. Chairman, I would like to have Mr. Claunch’s com- 
ments on it before I vote on it. I don’t think it is proper to put it in 
the record either. 

Mr. Ciauncu. I believe this bill is an exception and it is not a fair 
comparison with other bills which have been vetoed by items or por- 
tions or parts. I think this is an exceptional bill. 

Mr. Cuuporr. Mr. Claunch, my recollection of the testimony was 
that Governor Gordon said he felt that he had the right to veto sub- 
stantive legislation under the present law. 

Mr. Knox. In appropriation matters. 

Mr. Cuuporr. In an appropriation bill, yes. We are talking about 
appropriation bills, and this is another example of that conduct, not 
by him but by a prior Governor. It just shows, not that we are con- 
demning you, Governor, maybe you have the right to do it, but we 
think it is important to the Organic Act that we » ought to have it in 
the record so we can discuss it further in executive session. We may 
just say that that part of the act is correct and we may not, I don’t 
know. 

Governor Gorpon. Mr. Chairman, in answer to that, and I want the 
record to be perfectly clear, I have never in any legislation inter- 
preted a bill as an appropriation bill unless it was an appropriation 
bill. 

Mr. Cuvuporr. Governor Gordon, don’t misunderstand me. We are 
not criticizing. We are just trying to get facts. 

Governor Gorpon. I don’t want you to be confused that the point 
of view is taken by the present administration in any way that I 
would deliberately go out of my way if a sum is named to turn it into 
an appropriation bill in order to veto a line item. 

Mr. Cuuporr. I don’t think you would. I don’t know whether you 
are right or wrong. I have not made up my mind to it and I would 
like to look into it and I think it ought to be in the record so we can 
study it. 

Governor Gorpon. I[ think the record is replete with—— 

Mr. Jonas. I think it ought to be in the record, what he does, but I 
am trying to find some excuse in my own mind for saying a veto 
message of former Governor Alexander ought to be in the record. 

Mr. Cuuporr. If we were just interested in investigating Governor 
Gordon’s administration, that might be true, Mr. Jonas. What we 
are trying to do is work out something under this Organic Act that 
shall determine whether we shall make recommendations to the Con- 
gress to amend the Organic Act under this particular situation, and 
certainly if we say “Well, this has been done by the two Governors 
who have been in office since the Organic Act,” we feel they were 
right or wrong or half right or half wrong, I think it would be well 
to have it in the record so we could document whatever decision was 
made. 

Mr. Knox. May I ask a question on that point? I should like to 


have the committee informed as to what position the legislature took 


after the veto message was delivered to the legislature. Did they 
override the Governor’s veto? 

Mr. Craunen. This bill was not vetoed, Mr. Congressman. This 
bill was signed and certain portions of the bill and parts of the bill 
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deleted. The bill was not vetoed. The vetoed portions were accepted 
by the legislature. 


Mr. Knox. The vetoed portions were accepted by the legislature? 
Mr. Ciauncn. Until recently, and it is now in court. They have 
challenged the veto. 


Mr. Pincus. There is no provision under the Organic Act as I un- 
derstand it for reconsideration of just the item veto? 

Mr. Ciauncu. No, sir. 

Mr. Pincus. So they would have no chance to override the item 
veto? You have to veto the whole bill in order to bring it before the 
legislature for reconsideration. 

Mr. Crauncu. Yes, sir. 

Mr. Cuuporr. I don’t think it hurts anything to put it in there 
and I think it is much ado about nothing in arguing about it, so if 
there is no objection we will put it in the record. 

(The two documents follow: ) 


Act No. 37 (Brit No. 50), THE First LEGISLATURE OF THE VIRGIN ISLANDS OF THE 
UnITrepD STATES, REGULAR SESSION 1955 


AN ACT Concerning appropriations, public and trust funds, and real property of the 
Government of the Virgin Islands, and for other purposes 


Be it enacted by the Legislature of the Virgin Islands in session assembled: 

Section 1. Any amount found due and duly certified for payment for refund of 
taxes paid, or for subsidy payments under provisions of any tax-exemption law of 
the Virgin Islands, may be paid out of the General Fund of the Treasury of the 
Virgin Islands by the Commissioner of Finance: Provided, That for each fiscal 
year a reasonable estimated amount to cover such payments is duly recorded on 
the Books of the Finance Department, and that the balance in this account is 
shown as a deduction from any statement of total actual or estimated revenues 
for the said fiscal year. 

Secrion 2. All personnel service items appearing on any or all appropriation 
acts for the same fiscal year many be merged into one payroll account under the 
eontrol of the Finance Department: Provided, That the individual amounts shall 
not be exceeded for the Department, Agency, or purpose specified, except with 
the approval of the Governor and Finance Committeee of the Legislature. 

Section 3. The Governor may, subject to the approval of the Finance Com- 
mittee of the Legislature, transfer between items in any appropriation act 
amounts within the individual departments; but no such transfers shall be made 
by the Governor except upon the recommendation of the Finance Committee of 
the Legislature. Transfers of appropriated amounts between departments shall 
only be effected by special money bills. 

Section 4. Funds appropriated in the maintenance or general expense items of 
departments and agencies may be expended for special or professional training 
of personnel with the approval of the Governor and the Finance Committee of the 
Legislature. Any and all persons accepting funds for training under this Act 
shall exeeute a proper contract to return to the Virgin Islands upon completion 
of an approved program of study, and the Government of the Virgin Islands shall 
have the right to employ them for as many years as they have pursued education 
and training with such funds. : 

Secrion 5. In the interest of efficiency and economy, one Department, Agency, 
or Fund, may supply services, materials, or equipment to another Depart- 
ment, Agency, or Fund upon request; and an amount equalling the cost of such 
services or materials, depreciated value of equipment or reasonable rental charge 
thereof, shall be transferred from the recipient of the services, materials, or 
equipment to the provider, and such funds shall be added to the appropriate 
appropriation item and be available for re-expenditure in like manner as though 
appropriated : Provided, That no such transaction shall be carried over from one 
fiscal year to another, And provided further, That no employee shall suffer any 
reduction in compensation as a result of the application of the provisions of this 
section. 

Section 6. (a) The Governor of the Virgin Islands be, and he is hereby author- 
ized and directed to transfer all cash balances of the Fiscal Years July 1, 1951, to 
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June 30, 1952; July 1, 1952, to June 30, 1953; July 1, 1953, to June 30, 1954; to 
the Treasury of the Government of the Virgin Islands for the Fiscal Year 
1954-1955. 

(b) A reserve shall be appropriated in the appropriation acts of the Govern- 
ment of the Virgin Islands for the Fiscal Year 1954-1955 for the liquidation of all 
outstanding obligations for the Fiscal Years July 1, 1951, to June 30, 1952; July 1, 
1952, to June 30, 1953; and July 1, 1953, to June 30, 1954. 

(c) Whenever the Governor shall be of the opinion that the necessities of a 
budgeted agency warrant an increased appropriation or it shall be necessary to 
provide emergency expenditures, he may, with the approval of the Finance 
Committee, approve such expenditures from any appropriations for contingencies 
that may be made available by the Legislature. 

SectTion 7. Any official or employee of the Government of the Virgin Islands 
who has been authorized to transport his family and household furnishings to or 
from the Virgin Islands shall be reimbursed for such expenses upon presentation 
of the proper receipts up to the amount of Two Thousand ($2,000) Dollars. Ex- 
penses incurred over the amount of Two Thousand ($2,000) Dollars may be 
reimbursed in special cases upon the approval of the Governor and the Finance 
Committee of the Legislature. 

Section 8. No real property belonging to the Government of the Virgin Islands 
or any of its agencies, except as may be otherwise provided by law, shall be sold, 
leased, or disposed of in any manner, except with the prior approval of the 
Finance Committee of the Legislature and no title to real property or any 
interest in real property, whether by lease or otherwise, shall be accepted on be- 
half of the Government of the Virgin Islands or any of its agencies except upon 
the authorization of the Legislature as may be determined by law. 

Section 9. Unless otherwise provided by law, no loans shall be made from any 
public or trust fund of the Government of the Virgin Islands, except with the 
prior approval of the Finance Committee of the Legislature. Loans shall be 
allowed only for the improvement of real property situated within the Virgin 
Islands, and shall be properly secured by a first or second mortgage on said 
property until the loan and interest have been paid in full. Said loan shall be 
payable in monthly, quarterly, or semi-annual installments as may be determined 
with the approval of the Finance Committee of the Legislature for a period of 
ten years and with interest of four percent per annum. The Governor shall 
prescribe such regulations as may be necessary for the implementation of this 
section: Provided, That no loan shall exceed an amount equal to fifty percent 
of the appraised value of the real property offered as security, and appraisal to 
be made by appraisers appointed by the District Court of the Virgin Islands. 

Section 10. The Legislature of the Virgin Islands is hereby declared to be the 
successor of the former Municipal Councils of St. Thomas and St. John and of St. 
Croix and shall assume the powers and duties of said Municipal Councils wher- 
ever referred to in any existing law or ordinance. The Finance Committee of the 
Legislature is hereby declared to be the successor of the former Municipal 
Committee of St. Thomas and St. John and the former Municipal Committee of 
St. Croix, and shall assume the powers and duties of said Municipal Committees 
wherever referred to in any existing law or ordinance. 

Thus passed by the Legislature of the Virgin Islands on March 10, 1955. 

Witness our hands and Seal of the Legislature of the Virgin Islands this 10th 
day of March, A. D., 1955. 

WALTER I. M. Hopes, 
President. 
JORGE RODRIGUEZ, 
Legislative Secretary. 


The above Act is hereby sanctioned and approved, subject to the attached 
specified deletions. 

Witness my Hand and the Seal of the Government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, Y. I., this 11th day of April, A. p., 
1955. 

[SEAL] CHARLES K. CLAUNCH, 

Acting Governor. 


GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
Charlotte Amalie, St. Thomas, March $9, 1955. 
Bill No. 50, entitled “An act concerning appropriations, public and trust funds, 
and real property of the government of the Virgin Islands, and for other pur- 
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poses,” is hereby sanctioned and approved except as set forth in the following 
memorandum : 

By and under the powers and authority given me under section 9 (d) of the 
revised organic act the following items or sections and/or parts of items or 
sections of the bill are hereby vetoed: 

(1) Section 2, page 1 of the bill: All of that portion of this section beginning 
with the word “Provided” in the third line and including the word “Legislature” 
in the sixth line. 

(2) All of section 3. 

(3) Section 4: The words “and the Finance Committee of the Legislature” 
appearing at the end of the first sentence. 

(4) Section 6: All of subsection (c). 

(5) Section 7: The last sentence of this section requiring concurrence of the 
Finance Committee of the Legislature. 

(6) All of section 8. 

(7) All of section 9. 

(8) All of section 10. 

Witness my hand and the seal of the government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, V. I., this 30th day of March 
A. D. 1955. 

[SEAL] CHARLES K. CLAUNCH, 

Acting Governor. 

Mr. Cuuporr. Mr. Pincus, it is now 25 minutes of 1. We want 
to recess for lunch. Con you finish with the Governor and Mr. 
Claunch in 10 minutes? 

Mr. Pincus. Very easily, I think. I would just like to ask the Gov- 
ernor, since we have the specific duty of reviewing sections 17, 18 
and 19 of the organic act relating to the government comptroller, 
whether he has any suggestions or ‘comments or observations to offer 
to the committee on those particular sections of the organic act, in 
view of his experience in the operations of that office and its relation- 
ship to him. 

Governor Gorpon. My relations, I would say at the outset, with 
the comptroller have been 100 percent. He has given me help when- 
ever I wanted it. In fact, I do not like the postaudit that is required 
in those particular sections. 

I don’t want somebody to tell me we should not have spent the 
money. I want somebody to tell me before we spend it whether we 
should. That is the way I look at it personally and I ask that he 
make the audits before to determine whether or not it is advisable 
to do the particular thing in terms of what restrictions are laid down 
in that section. 

I also feel and feel quite strongly about the fact that a Federal 
officer should be paid out of Federal funds and not have it left to the 
local legislature. 

I mentioned that before the joint committee and I am very strong 
in that opinion. 

As long as you have Federal officers here, I think the Federal offi- 
cers should be supported by the Federal Government and not by the 
local legislature. 

Mr. Prxcus. As I understand your position, you would like to use 
a comptroller or do use a comptroller to advise you from day to day, 
so to speak, as to problems arising when you contemplate expendi- 
tures, rather than after you have made the expenditures? 

Governor Gorpon. I have always worked under the system where 
you have a finance officer in your department, in each department, who 
will tell anybody in that department before anything is spent whether 
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or not the money is available and the expenditure is justifiable; not 
necessarily tell you whether it is justifiable, but they will at least tell 
you whether they have got the money or not. 

Mr. Pincus. And whether it is legal ? 

Governor Gorpon. Whether it is legal or not. 

Mr. Pincus. So actually, aren’t you speaking—I am not saying that 
that may not be desirable, but due to the anomalous position of the 

comptroller here, aren’t you speaking really of having an island gov- 
ernment comptroller at your disposal rather than a . Federal comp- 
troller ? 

Governor Gorpon. I don’t think his position is so anomalous. It is 
not an enigma or anything else. It is the Government comptroller 
whether he is the United States comptroller or a local one. It does 
not make any difference. He could still do the job. 

All I want is somebody to be sure of our financial position and 
expenditures both as to legality and availability of the money prior 
to getting the Government obligated. That is all I want. 

Mr. Prxcus. Under section 17 (e), do you not have the right to 

make the final decision as between yourself and the Government comp- 
troller ? 

Governor Gorpvon. I beg your pardon ? 

Mr. Pincus. Under section 17 (e) do you not have the right to 
make the final decision as between yourself and the comptroller? 

Governor Gorpon. That is right. That occasion has never arisen 
where I have had to make a decision contra to the Comptroller. 

Mr. Prncus. Do you think that the concept of the statute as it is 
now written is that the Comptroller shall function as you have just 
explained? In other words, as your Comptroller, so to speak, to ad- 
vise you from day to day ? 

Governor Gorpon. No; it is not so worded, but I asked when I came 
down here because I wanted to know beforehand rather than post- 
audit. I think the weakness of that thing is the postaudit part. 

Mr. Prvcus. I appreciate your observations. I was just trying to 
establish the fact that the organization does not seem to have the 
organization that you apparently want. 

Governor Gorpon. I want it to tie in with the statement. It does 
not have to be a local comptroller. I think the setup we have as a 
Federal officer, he is paid out of Federal funds, re ports to GAO and 
so forth, I think the setup is perfectly all right. That is the way I 
feel about it. But that could be put in the language there. 

Mr. Pincus. Do you think this Comptroller under the statute does 
report to the GAO? 

Governor Gorpvon. He is supposed to. Isn’t that the language? 
The Department of the Interior reports to GAO. 

Mr. Pincus. I think that is one of the eee 2 here. Under this 
statute he is required to make such reports as the Governor, the Comp- 
troller General, or the Secretary of the Interior may require, and it is 
rather difficult to find out to whom he does report, except that he is 
appointed initially by the Secretary of the Interior. 

That is section 17 (i), as far as reporting to other individuals is 
concerned. 

Now section 17 (j) says the Office of the Government Comptroller 
shall be under the general supervision of the Secretary of the Interior, 
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but shall not be a part of any executive department in the government 
of the Virgin Islands. 

Yet, at the same time, in all of the sections I have been reading, 
it is under the section of the statute which deals with the executive 
branch. 

Governor Gorpon. I was thinking of section 19, Mr. Pincus. 

Mr. Pixcus. That is the annual review by the Comptroller General. 

Governor Gorpon. That is what I was saying. If you have an 
annual review, you have some controls, and that was the section that 
I had reference to where it says, “The Office and activities of the 
Government Comptroller of the Virgin Islands shall be reviewed 
annually by the Comptroller General of the United States. The 
report therein shall be made to the Governor, the Secretary of the 
Interior, and to the Congress.” 

That was the section I had reference to. 

Mr. Prxcus. The Comptroller General has no authority actually 
over the Government Comptroller. So far as the authority is con- 
cerned, it is in the Secretary of the Interior, I believe under the 
statute. 

Governor Gorpon. I am not familiar enough with how much au- 
thority the GAO has over any department of Government. All I 
know, you had better follow him. I know that much. 

Mr. Pincus. I think that answers the question. 

Mr. Cuvuporr. Governor, I just have one question and then I think 
we can let you go. You have been very, very kind to sit here all 
morning. I just wanted to question you about this problem we have 
been seeing in the newspapers about the $20,000 worth of pipe. I will 
read you the letter. It is dated December 6, addressed to you by 
Senator Gomez. 

It is a short letter and I can read it. 

A few years ago, a certain amount of surplus equipment, materials, and 
supplies were made available to the Virgin Islands on condition that the local 
government pay the cost of transporting the items to the islands. 

I think it was surplus pipe. 

Accordingly, the Municipal Council of St. Thomas and St. John, on the request 
of the Governor, appropriated about $20,000 for this purpose. The then Super- 
intendent of Public Works, Mr. Donald Boreham, was directed to arrange for 
the transportation of the items to the Virgin Islands. 

Included in the surplus supplies were a considerable amount of sewer pipe 
which were accepted for the purpose of expanding the sewer system in Charlotte 
Amalie. The sewer pipe is located on the property of the Virgin Islands 
Corporation at Bourne Field, I understand. Also located there is a large amount 
of sewer pipe which belongs to the local government but commingled with the 
surplus items. 

I understand that it is the intention of the Virgin Islands Corporation to 
take all of this surplus sewer pipe and that belonging to the local government 
by original purchase for use by the Corporation. 

In view of the fact that the pipe is sorely needed for repair and extension 
work in Charlotte Amalie, I am referring the matter to you so that the necessary 
action may be taken to protect the property of the local government. 

Your cooperation in this matter would be appreciated. 

Sincerely, 
JosEPH A. GOMEZ, Chairman. 
_ Mr. Gomez is the chairman of the Committee on Public Works, 
Safety, and Trade of the Legislature of the Virgin Islands. 
Governor, would you comment on that? 
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Governor Gorpon. Yes, sir. You see the St. Thomas Development 
Co. handled this Navy property down there and that was under the 
Government years ago. Then a subsequent change was made whereby 
not Vicorp but again the President of Vicorp not the Corporation, 
has been questioning the ownership of the pipe. 

I went back into the history of it ani read Governor DeCastro’s 
letter to the officials in Washington asking for surplus material, amon 
them pipe, fittings, and a load of other things, trucks, automobiles, an 
a lot of other things. 

I remember the statement that was made in the letter, namely, and 
I will quote it as nearly as I can, that the pipe will be used to develop 
the land, the naval land that the St. Thomas Development Co. was 
occupying. 

Now it did not go on and say “and to be used for repair work in the 
extension of our sewage and the other sewage facilities in the other 
part of the island.” 

Whether they gave us the pipe then or not because it was to be used 
on naval land I can’t interpret what they were thinking, but that was 
the verbiage of the letter. 

If I am not correct, somebody can correct me on that. It is true 
that the pipe was sent, $20,000 or approximately that amount was 
spent by the government to pay the Navy for hauling it down here, 
but it included not only the pipe but all the surplus property that 
we got, which was far greater, other surplus property was far greater 
than the pipes. 

It is not quite a statement of true facts to say that we paid $20,000 
to haul the pipe down. There was a lot of other surplus. 

The pipes just happened to be a part. This question arose I think 
because they put in a sewer line down at the airport, and I think a 
charge was made against them and then they went back into the his- 
tory of this thing, and that is why there has been a controversy, but we 
are not going to let anybody take anything that does not belong to 
them. 

On the other hand we don’t want to take anything that does not be- 
long to us, but we have to go back to the history of what the request 
was and make the interpretation of that. 

Mr. Cuuporr. I guess you have the makings of a most beautiful law- 
suit here,don’t you? It will probably end up in litigation. 

Mr. Mottonan. Who has possession now ¢ 

Mr. Cuuporr. The possession of the pipe is on Vicorp property ? 

Governor Gorpon. The public works department is on Vicorp prop- 
erty, too. We have been trying to get together and see if we can’t 
divide the thing and stop squabbling. 

Mr. Cuuporr. I think that would be the best thing to do, Governor. 

Governor Gorpon. I do, too. 

Mr. Cuuporr. Of course Senator Gomez has a problem. He can 
file a taxpayer’s suit and get litigation on the thing and probably have 
the case stated as far as the facts concerned and let the courts decide. 

Governor Gorpon. I have not received a detailed inventory of how 
much pipe is even down there, how much is left or how much has been 
used. 

I suppose we can get together on all of that when we talk about a 
division of it. The thing that is a stickler, Mr. Chairman, is the ver- 
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biage of that letter “to be used on this property.” That is what Mr. 
Bartlett is doing now, what he is hanging his hat on. 

Mr. Cuouporr. I think, in my opinion, if $20,000 to transport this 
pipe and other things was paid by the Virgin Islands government, 
I think the least Vicorp should do is certainly reimburse the govern- 
ment for its transportation costs. 

Governor Gorpon. Proportionately. 

Mr. Cuuporr. Proportionately—and not seize the property and say 
this is our property and we don’t care whether you paid to bring it 
down. I think that is the least Vicorp ought to offer the Virgin Is- 
lands government. 

Governor Gorpon. Again not Vicorp because I am on the board of 
Vicorp. Mr. Bartlett 

Mr. Cuuporr. Mr. Bartlett is agent for the United States Navy ? 

Governor Gorpon. For the Department of the Interior, Secretary 
of the Interior. 

Mr. Motitouan. Governor, are suits brought in the name of Vicorp 
for dispossessing people who happen to be on this property ? 

Governor Gorpon. He would not bring it in this case. 

Mr. Motitonan. You mentioned property a while ago or made some 
reference to it, and I have been informed that dispossess notices or 
suits for dispossession are brought in the name of Vicorp itself and 
not in the name of an individual. 

Mr. Ciauncu. It is the development authority of Vicorp. 

Mr. Motionan. The development authority of Vicorp? 

Mr. Crauncn. Yes, sir. 

Mr. Motionan. Isn’t that Vicorp—of Vicorp ? 

Mr. Ciauncu. That is a misnomer. 

Mr. Motionan. But it is accepted in courts as being the appropriate 
title, and do not they make recommendations that they are the owners 
and possessors of that property? In order to dispossess anybody you 
have got to make a declaration of ownership. 

Mr. CLauncu. I am not aware just what the court procedure is, 
but I do know it is called the development division. 

Mr. MotioHan. But it is still of Vicorp? 

Mr. Cuauncu. That I have not seen any papers on. 

Mr. Motiowan. You just said of Vicorp. 

Mr. Ciaunen. That is what I consider it in my own mind. In 
my own mind I have always mentioned it, and that is why the Gov- 
ernor corrected me. I kept mentioning Vicorp because it is handled 
by Dr. Bartlett. 

Mr. Motitonan. Are you familiar with the dispossession suits that 
have been brought? 

Mr. Ciauncu. No, sir; I am not. 

Governor Gorpvon. I know a suit was brought by a taxicab associ- 
ation, claiming on some ground that they were barred from the air- 
port and they sued Vicorp, sued the individual manager and sued the 
corporation, too. 

The thing of it is the line of demarcation is veiled there, and the 
average person does not differentiate between Dr. Bartlett as an agent 
of the Secretary of the Interior and Dr. Bartlett as president of the 
Virgin Islands Corporation. 

Mr. Mottonan. The United States district court is not an average 
person. 
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Governor Gorpon. No. 

Mr. Motionan. Vicorp or anyone to dispossess an individual who 
is in possession of property must come in and as I understand it, make 
a declaration of ownership. 

Governor Gorpon. That is right. 

Mr. Motionan. So on these dispossession suits, I understand-——— 

Governor Gorpon. I have not seen one. 

Mr. Morxonan. I understand those suits are being brought by Mr. 
Bartlett in the name of Vicorp. 

Mr. Jonas. Can’t we find that out from Mr. Gray who is going to 
be a witness? He is the Vicorp man. 

Mr. Cuuporr. Yes. I think you have a question, Mr. Jonas. 

Mr. Jonas. I have one question if I could get the Governor’s atten- 
tion. We heard testimony at St. Croix to the effect that they are 
unhappy because they don’t think your representative over there has 
enough authority. 

Would you comment on that, give the subcommittee the benefit of 
your ideas as to the extent of the authority he has and how he exer- 
cises it ? 

Governor Gorpon. As to your first question, the authority that he 
has—he has authority to go into any department on the island to see 
to it that the work is being done properly, but not to issue any orders 
to the division heads over on St. Croix. 

I made that quite clear to him because administratively it would be 
very poor for us to have a department head we will say of public works 
or commissioner of education who is in charge of the department over 
there, to have somebody on the outside go in and start ordering eim- 
ployees around. You would confuse the employee. It is poor admin- 
istration, and he has all the authority. And this is in answer to the 
second part of your question, how effective he is, is a different thing. 

Now maybe it is an easy way to dodge responsibility, just to say 
I don’t have the authority to do anything. You can always have 
authority to go in and inquire, and then he can certainly get in touch 
with me, if there is doubt in his mind, in helping to solve it. I don’t 
walk into a department here and order the employees around. I think 
it is just poor administration. I get in touch with the department 
head. 

Mr. Jonas. Do you think the arrangement you have should be satis- 
factory or have you considered changing it in any way? Those folks 
over there seem to think that they need someone with more authority 
on the island. 

Governor Gorpon. I have the administrator make a report to me 
each month. He comes to the cabinet meetings. He is supposed to 
come to the cabinet meetings where he meets the department heads 
and in order to avoid friction, I have never allowed him to go into a 
department and order people around any more than I would. 

I will go in and ask questions; I have done that. I could order them 
around, but I just don’t think it is proper for me to walk into public 
works and tell some division head to do this or do that. In fact I went 
out one day and saw what they were doing. I asked questions and 
the fellow said, “Do you want me to change that?” I said, “No; I 
don’t want you to change it. Iam not ordering you to do anything. 
I am just seeking information.” 
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Mr. Jonas. What sort of decisions can he make on his own 
responsibility ? 

Governor Gorvon. He knows what the responsibility of the head of 
each department is, and my desires. I have been after him to haul 
the schoolchildren, particularly the parochial schoolchildren, to the 
schools, and there has been a bus out of order. I have written to him 
and I have written to the department head over here. Now he knows 
my desire is to get the buses running and get the schoolchildren trans- 
ported to the school. Does he need any more? 

Mr. Jonas. No. 

Governor Gorpon. That is it. 

Mr. Jonas. But if he has not taken action in accordance with your 
instruction, then he is not assuming the amount of responsibility you 
feel that he has? 

Governor Gorpon. That he has actually got. He has got it. Mr. 
Claunch can bear you out on that. He knows the correspondence I 
have carried on. 

Mr. Jonas. On that particular case, have you followed up to see if 
he has come through with a decision or not? 

Governor Gorpon. I followed up and he has not come through. I 
followed up to the extent that I have tried to find some mechanics 
myself to do the job. 

Mr. Jonas. It seems to me he is not living up to the responsibility 
he has. 

Governor Gorvon. I made it quite clear, Mr. Jonas, when I first 

‘ame here, that I was not going to run the departments for the depart- 
ment heads. That is what they are getting paid for. They run it 
within the range of policy, and w hen they ‘get up against a problem 
where they do not feel that the policy is clear, then they can come 
to me and I will assist. But I can’t run the departments. 

A lot of times they may want me to run it but I am not going to do 
it. It is not good administration. Administration flows both ways. 
It flows down and it flows back. If any order that I have issued is 
hard to carry out or that a department head has issued is hard to carry 
out, and it can’t be done at the level of operation or down where the 
river meets the road, as we say, then the department head should be 
willing to accept suggestions from down below and bring them on 
back to me. 

Mr. Jonas. Have you found it necessary to take any action to see 
that this man follows through on the school situation ? 

Governor Gorvon. Not personally as far as he is concerned. I 
have talked to the head of the department. I changed department 
heads just a month ago, acting head. 

Mr. Prxcus. Could I ask a “question ? I can’t quite understand why 
you neeed an administrator when you have a department head here. 
Why isn’t the order transmitted through the department head to have 
this subordinate on St. Croix performed what he is supposed to do? 

Governor Gorvon. It is transferred through the department head 
here, but you must remember that in dealing with islands, there are 
people over there who have immediate problems that they want taken 
up, and they like to go to someone in a position of responsibility there 
io discuss their problems, rather than get in touch with me over here. 

I have an administrator in St. John, and I know as far as he is con- 
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cerned, he certainly stays on his toes and I refer problems to him and 
he notifies me all the time when something comes up. 

Mr. Cuvuporr. Governor, it is like a constituent. Everybody wants 
to see the Congressman. They don’t want to see the Congressman’s 
secretary. 

Governor Gorpon. Well, they ran out of chicken feed and they came 
to metobuyit. That is an actual fact. 

Mr. Cuuporr. Governor, while on that point, the same gentleman 
who said the Administrator had no authority over on St. Croix, he 
also claimed that the Virgin Islands government did not pay its bills 
and that it was indebted to him to the tune of three or four thousand 
dollars. Of course he said he was going to send the bills over here 
but we did not get them. 

I am just wondering if the Virgin Islands government bought sup- 
plies from that gentleman and used his supplies. Don’t you think 
there is a moral obligation to see that they get paid ? 

Governor Gorpon. Yes. I heard about that yesterday, and I know 
the finance director tries to pay the bills as soon as he gets the proper 
papers through. 

If there is any delay in paying the bills, it is because some people in 
the departments responsible for it have not posted their bills, they 
have not processed them properly and sent them through to the finance 
division, and he can’t pay them; and Mr. Young will bear me out on 
that. 

Mr. Youne. Yes, sir; those bills are not current. 

Mr. Cuuporr. He said these bills go back 3 or 4 years. I believe 
that is what he said. 

Governor Gorpon. That may be true. We have them come up. 

When they have not been posted and they are 3 or 4 years of age, 
we don’t know anything about them. I won’t question his statement. 

Mr. Cuuporr. I asked him to submit his invoice and his bills and we 
were going to give them to you and you were going to look them up and 
tell us why they were not paid. 

Governor Gorpon. Now and then we get letters from concerns about 
bills that are 2 years old or more, and we check back and we find out 
that it has never been posted. 

Mr. Cuvuporr. If he sends the bills over, I will send them to you and 
you can look them over and check. 

Governor Gorvon. We will certainly do it. 

Mr. Cuuporr. If there are no further questions, I want to thank 
Governor Gordon and Mr. Claunch for the wonderful way you have 
been able to bear with us. You have been testifying now for better 
than 3 hours, and you have certainly informed us of a lot of things 
that I think will be very valuable to us. 

Governor Gorpon. Thank you. You stimulate our thinking. 

Mr. Cuuporr. Before we recess for lunch I have a statement here 
from Jose M. Shaubah, chairman of the Republican Organization of 
the Virgin Islands concerning comments of that organization on the 
operations of Vicorp and we will without objection put it in the record 
at this point. 

(The document is as follows :) 
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REPUBLICAN ORGANIZATION OF THE VIRGIN ISLANDS, 
Christiansted, St. Croiz. 
SUGGESTIONS SUBMITTED TO THE House COMMITTEE ON GOVERNMENT OPERATIONS 
BY THE REPUBLICAN ORGANIZATION OF THE VIRGIN ISLANDS, DECEMBER 8, 1956 


While the role and function of Vicorp is under consideration by the com- 
mittee, with a view to its continuance, I would like to express the collective 
opinion of the Republican organization, in particular the St. Croix Club, as 
gathered from the minutes of the discussions in recent months. 

It is strongly felt that if the Virgin Islands Corporation is continued, its 
emphasis should be changed from sugar production to food production. There 
is an acute shortage of food in the Virgin Islands, and in St. Croix, an island 
which could produce it, the best lands are given over the the production of sugar, 
which is in oversupply on the world market. 

A recent estimate made by Dr. Edward Kunze, an economist teaching in 
St. Croix on a Ford Foundation grant, showed that foodstuffs are 40 percent 
higher than in Washington, D.C. This is in a community where wages are com- 
paratively lower than stateside standards. Not only does the high price of food 
put many of the necessities beyond the income potential of the majority of peo- 
ple, but hotel rates must also be high, with an adverse effect on the tourist trade, 
one of the bases of the economy of both St. Thomas and St. Croix. 

The food situation has become even more difficult in recent months since 
Hurricane Greta destroyed docking facilities. Extremely high freight rates 
and undependable deliveries extend beyond the problem of food. Necessities 
have become luxuries and the dissatisfaction of the people with the inadequacies 
of the government in rapid dealing with such problems accounts for much of 
our polititcal instability. 

A large portion of our membership are small farmers, and all of us consumers, 
and it is generally felt that more food production on the island of St. Croix, 
encouraged and aided by the United States Government through Vicorp, would 
solve many of our immediate problems; proper docking facilities would be the 
logical second step. Increased food production might also conceivably lead 
to canning or freezing on the island, the type of small industry needed by and 
recommended for the Virgin Islands. 

We hope that the committee will include their aspects when considering the 
renewal of the Vicorp charter. 

Jose M. SHAUBAH, 
Chairman, Republican Organization of the Virgin Islands. 


Mr. Cuuporr. The subeommitte will now recess until 2: 15. 


(Whereupon, at 1 o’clock p. m., the subcommittee was recessed, to 
reconvene at 2:15 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuvuporr. The subcommittee will be in order. 

Mr. Richard L. Krabach, please. 

Mr. Krabach, do you have a prepared statement ? 

Mr. Krapsacu. No; I just have some notes. 

Mr. Cuuporr. Would you identify yourself for the record and 
proceed ? 


STATEMENT OF RICHARD L. KRABACH, GOVERNMENT 
COMPTROLLER OF THE VIRGIN ISLANDS 


Mr. Kranacn. Mr. Chairman and members of the committee, I am 
not quite exactly sure of just what line this discussion of mine will 
take, but, in line with Mr. Pincus’ request, if it is agreeable with you, 
Mr. Chairman, { made a few notes concerning what I consider to be 
the job of the comptroller in line with section 17. Is that about what 
you have in mind? 

Mr. Pincus. And would you also explain the operations of your 
office as you go along? 
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Mr. Krasacu. Surely. Some time ago I was asked to give a speech 
before the chamber of commerce about the same subject, as to just what 
is a comptroller and just what does he do. 

I attempted at that time to lay out what I thought the job was, and 
in line with section 17 and what we were doing, so I will make some 
comments from that. 

Of course the chamber of commerce was very generous with their 
questions afterwards, so I presume we can go into questions after- 
wards. 

First of all, the comptroller is usually a job that is independent of 
the administration in business as well as in government. He is inde- 
pendent of the executive management normally. His responsibility 
is usually more than auditing. It is to report anything from a finan- 
cial viewpoint that runs contrary to law or policy or general func- 
tion. Auditing is only a means used to gather information for these 
reports. 

If one will look at the organization chart of the Comptroller Gen- 
eral of the United States, he would see that auditing is only one 
branch. They have a system division, a legal division, legislative 
division, and so forth. 

Of course a great deal of their work is also done on a current basis. 
They render decisions daily. Many of you have seen the Comptroller 
General’s reports. These decisions often are on current problems on 
the theory that it is better to stop mistakes from being made, rather 
than to attempt to prosecute for their commission. 

Let’s look at the government of the Virgin Islands and section 17 
from the Organic Act which sets up the job of the comptroller and 
in a general way states his duties and responsibilities. 

First of all, the Secretary of the Interior appoints the comptroller 
and he can also fire him for cause. My definition of cause is that he 
-annot fire him for political purposes but can remove him for derelic- 
tion of duty or something similar. The term of office as set up in the 
law is 10 years, and he cannot be reappointed. 

Under section J of the act which ties into that, the office of the 
comptroller is under the general supervision of the Secretary of the 
Interior and shall not be a part of the executive branch of government 
of the Virgin Islands. 

Section 19 of the act does tie into it. We will go into that showing 
how the Comptroller General also exercises a certain amount of con- 
trol over the office. The provision of section 17 (a) is very similar 
to the United States Code of the appointment of the Comptroller 
General, who is appointed, as you know, for a period of 15 years and 
can only be removed for cause, and is independent of the executive 
branch even though he is appointed by the President of the United 
States. 

The local comptroller is charged with responsibility of auditing 
and settling all accounts and claims pertaining to revenues and re- 

ceipts from whatever source, and from bond issue. That is section 
17 (b) of the Organic Act. 

The word “settle” is normal in that in auditing any items that 
are found to be irregular, they must be rectified before these accounts 
can be declared closed. 
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He shall audit and settle in accordance with law and administrative 
regulations all expenditures of funds and property of the island 
including trust funds. 

Again “the word ‘settle,’ the comptroller is obliged to analyze the 
law, Federal laws applicable to the islands and local laws as passed 
by the legislature, and administrative regulations to determine if 
expenditur es are made in accordance with these laws and regulations. 

Here it is that the field requires legal as well as accounting knowl- 
edge. When the Secretary of Interior first asked me to take this job, 
he said that one of the requirements is to be a lawyer and an account- 
ant. I could not quite understand at the time, but upon reading 
this section and applying it, I now understand why that requirement. 

We must theoretically review every expenditure and settle the 
account on the basis that this item was spent with legal authority. 
We have had to rule in some cases that the expenditure was made 
without authority, and demanded reimbursement to the Government. 

On the other hand, it may be the other way around. The expendi- 
ture may not be sufficient to meet legal requirements. The example 
was the retroactive pay of employees. The law says pay this thus 
and so, and if it was a proper legislative matter, then no person can 
do otherwise. 

In these two fields of receipts and expenditures the comptroller has 
no discretion as to what he thinks should be the law. He is bound to 
rule by what the law actually says. In a few cases we have had to 
advise the departments that we could not rule on their questions 
because there was no applicable law or regulation and we did not 
wish to be in the position of legislating. We only interpret what the 
law really is, not pass laws on our own, nor do we issue administrative 

regulations. This is a job for the chief executive. We only interpret 
what these regulations say or what these laws say. 

So actually the only power, if it can be called that, and I prefer 
to say that it is the duty of the comptroller, is to check and rule on 
any questionable financial transaction. 

The next paragraph in the Organic Act places a lot of responsibility 
on the office of the comptroller. It states that he shall report all 
items of expense which in his opinion are eXcessive, unnecessary, 
extravagant or irregular. 

That is section 17 (c). You will notice that it does not say he 
shall stop or prevent such expenditures, only that he shall report them. 

Now to whom does he report them? Well, we always interpret the 
statute to have a reasonable result, so naturally there is only one 
reason for reporting an extravagant expenditure and that is so it 
can be prevented or corrected. 

So the report is made to whomever can correct this, whether it be the 
department head, the government, the President, the legislature or the 
Secretary of the Interior. 

In no case do our reports ever go below that level. We never go 
below the department head. If, after reporting them to the proper 
individual, they decide not to do anything, the matter drops except 
that the report would be in my anaueah Segall which is reviewed by the 
General Accounting Office and probably, subsequently, in their report 
to the Congress of the United States. 

You will also notice that the items that in his opinion are unneces- 
sary are to be reported. Then in the final analysis it would rest with 
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higher authority as to whether or not something should be done about 
these types of expenses. 

In other words, the comptroller, if he determines an expense is 
unnecessary, has no power. He can only report that he thinks it is 
unnecessary in his opinion. 

At that level it stops. From then on it is an admistrative problem 
to either determine that they think it is necessary, and so they can go 
on. But we do have what we call a reportorial duty to at least report it. 

So we do, and of course if we still think it is unnecessary after it is 
done, why the GAO will pick it up and will report it in their report. 

The comptroller cannot prevent or stop them, but he must report 
them as he sees fit. This particular paragraph is one that causes us to 
do somewhat more than a postaudit. In order that anything can be 

revented, one must know about it in sufficient time to correct it. 
Therefore it does not help the administration, if we report these items a 
year later, as would be the case in normal postaudits. 

Even the GAO report is about a year and a half late. Therefore we 
try to keep up with day-to-day transactions so reports can be made that 
will be useful to various segments of the government. 

The next big responsibility of the comptroller is that the comptroller 
shall certify the net local revenues for the purpose of determining the 
Federal matching funds. This is section 17 (d) in the organic act. 
This means that he shall review all receipts collected by the local gov- 
ernment, determine which items are revenue and then certify that this 
amount has been collected. 

The Federal Government, as you know, then matches this amount 
and sends it back to the islands. This sounds comparatively simple. 
However, there are 50 different sources of revenue and they must all be 
checked for accuracy. 

It usually means we must check most of the receipts. This job 
usually takes 6 to 8 people 3 months to do. 

The one power that the comptroller has, if it can be called that, is 
covered in section 17 (g), which states that he can communicate directly 
with any persons having claims before him for settlement or with any 
departmental officer. He may issue summons for witnesses and may 
administer oaths. 

We have never had to use that power because in the majority of 
cases people have been very cooperative and they gave us whatever 
information we needed. However, he does have the right to examine 
all financial transactions of the Government, and can question indi- 
viduals under oath if it becomes necessary. As I said, we have never 
had to do that. Anything we wanted has always been forthcoming. 

The next big job of this office is the preparation of a financial state- 
ment showing the receipts and disbursements of all agencies. This is 
a considerable job when you consider that there are 151 separate audits 
that must be performed and some 2,000 accounts that must be balanced 
before this statement can be prepared and certified as accurate. 

The comptroller shall make such other reports as may be required 
by the Governor, the Comptroller General, or the Secretary of the 
Interior. In the first couple of years of operation that has been quite 
extensive because we are just now beginning to get some set plans as 
to the reports so that we don’t make duplicate reports for all three 
agencies that are just slightly different. 
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We are trying to get a set standard for reports. We do have the 
responsibility to make whatever reports are required. So the Gov- 
ernor has the right to call on us every day, if he chooses, for a financial 
report. This duty can run, as I say, from making an analysis of the 
telephone system to a legal opinion of the trust fund application, which 
might be very minor. It is whatever these three men may require. 

Under section 19 of the act, it states that the Comptroller General 
of the United States shall review the activities of the comptroller and 
report thereon to the Government, Secretary of the Interior, and to 
the Congress. 

Naturally, since they 1ust review our activities, we work very closely 
with that office, and any recommendations they make are treated with 
a wholesome attempt on our part to comply. 

Just for the record, I would like to quote that part of the Comp- 
troller General’s comments on our office after its first year with the 
initial problems, the difficulties, and their recommendations. We made 
this particular item a part of our local legislative report for appro- 
priations, in which it states: “In the initial problems the government 
comptroller has been confronted with many problems and difficul- 
ties’—and I am quoting from the Comptroller General’s report— 
“since the organization of his office in January 1955.” 


At the outset the comptroller was faced with the problem of establishing an 
office under a new concept of Government control for the Territories where there 
was no precedent either in law or practice. The revised organic act charges 
the comptroller with certain responsibilities that were extremely difficult to ac- 
eomplish because of the inadequate, inefficient and antiquated accounting system 
used at the time the comptroller took office. 

As a result the comptroller undertook to compile information from basic source 
documents in order to discharge his responsibility for verifying, auditing, and 
settling accounts. 

To expedite placing in operation an effective and adequate accounting system, 
the comptrollers office took an active part in its formulation and installation. 

On March 3, 1955, the comptroller approved the accounting system and its 
related procedures, 


This was instituted by the Governor under section 18. 


The comptroller’s office also installed expense distribution ledgers and allot- 
ment ledgers on April 1, 1955, and undertook to familiarize all departments with 
the new procedures prior to the effective date of the new accounting system. 

Although the new system was made effective July 1, it was neither fully 
aaente nor satisfactorily functioning at the completion of our audit in October 

955. 

This is the GAO’s audit. It continues: 


‘The lack of fiscal responsibility to the Governor has made it extremely difficult 
and in cases impractical for the comptrolier to effectively carry on his activities. 


ry” . . 
hen the Comptroller General went on in his report to make recom- 
mendations to our office and said that— 


We recommend that the existing government comptroller supplement his staff 
with qualified supervisory auditors in order to efficiently and effectively dis- 
charge the audit responsibilities of the government comptroller. 

These supervisors should have technical training and public accounting type 
experience. They should guide and train and counsel the other members of the 
staff in the proper application of aduiting techniques. We do not believe that the 
office of the government comptrolier can discharge properly its important audit 
responsibilities without the addition of qualified supervisory audit personnel. 


90694—57——11 
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They went on to recommend: 


We should include a staff attorney to assist in the research necessary in the 
legal opinions so that the government comptroller can be relieved of much of the 


detail. 

Now basically—and that is the end of the Comptroller General’s re- 
marks—basically that is the law. It is not a new concept as far as 
organized government is concerned, but it is new to the islands. 

We have had many problems and misunderstandings since we 
started, many of them possibly because we are not able to explain our 
intentions or because possibly there was a mistrust of those intentions. 
There were many people in the islands who felt that we were ques- 
tioning their honesty when we asked to examine their books. We tried 
to assure them that this was the last thought in our mind although 
naturally we would report such a thing if we found it. 

To summarize, we feel that the comptroller i is separate and distinct 
from the administration. He looks at what the Congress of the 
United States said in the form of laws for the islands. 

He reviews the laws as passed by the local legislature. Then he 
checks up on how the administration is functioning in line with those 
laws. 

When he sees them stray from the path, he so reports it. He must 
be objective in all cases and cannot let personalities affect his judgment. 
It is a very strict rule in our office given to every employee before 
he goes out on a job: report on the operation and function and not on 
the | person employed. Whether or not a particular person is efficient or 
not 1s a matter for the administration. 

Whether or not a financial function of government is being carried 
on and carried out correctly is a matter for our office to report. When 
a law says do thus and so, it is our job to check to see that this particular 
thus-and-so has been done. Who the individual is that has failed to 
do the job is no concern of ours. 

In no case have we reported that a certain individual is doing a good 
job or a bad job. We may report that a certain activity is not being 
performed and then it is up to the administration to see to it that the 
personnel affected are contacted. 

Again, we have another very strict rule in our office. That there 
has never been an instruction to report on a particular section unfavor- 

ably or favorably. ‘They are told to check the activity, check the law 
and see that they conform and report whatever they find. We have 
been most fortunate to hire a number of native people who have been 
very conscientious and they have worked very hard and long hours. 
They are handicapped in a way in that this particular field of audit- 
ing—a comprehensive audit is a very technical field and one that re- 
quires considerable education and experience. 

We have attempted to give our people as much education and ex- 
perience and hope that in the future we can do more. 

As many of you know, qualified accountants are at a premium here 
on the islands. Those that are here are overworked. Auditors for the 
most part are being brought in from the States and Puerto Rico for 
private business, because we have no method of training them in our 
schools here locally. 

I was asked just the other day whether or not we don’t get discour- 
aged when we see some of the same things happening time after time 
and I think we would be remiss if we did not report our answer. 
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We are not discouraged. Actually, in the short space of slightly 
over a year, we can see vast strides. The accounting system is begin- 
ning to function. It is much better and I am sure that 1957 will show 
vast improvement over the past year. After all, it has only been 1 
year and even GAO said it would probably take 2 or 3 years to get 
it functioning. 

Departmental employees are now asking for decisions before they 
do the thing rather than after, and that is very reassuring. They are 
not asking for dictatorial answers from us. They are asking for 
clar ifying answers. 

I like to think that we are somewhat like a financial physician who 
can often prevent a disease before it happens, if the patient comes and 
asks. 

One is not always bound by that advice, but if you have confidence 
in your doctor you will follow his direction. We can look at the 
problem and should have suficient knowledge and experience of the 
overall setup that an answer is based on what is right and wrong 
from a legal and governmental viewpoint. 

We know we are going to have to report the disease when it is found, 
and then often, it takes a lot of work on our part and is unpleasant 
for the patient, so we are h: ippy to see more and more people asking 
for directions before they do things that are questionable. 

So we have issued a lot of decisions. Basically and without taking 
too much of your time, that is our definition of the job down here. 
The first year we could not do much of an audit job because we did not 
have an accounting system. So the first thing we had to do was call 
on some people to have an accounting sy stem because there was not 
anything to audit. That was reported by the GAO in 1953 and 1954 
reports. 

General Accounting very graciously sent down one of their systems 
men, Interior sent down one of their systems men, and so an accounting 
system was started. 

In April we finally got part of it, at least an expense distribution 
ledger and allotment ledger inst eee and that operated for 3 months 
until the start of fiscal year 195¢€ 

Then the accounting system was put into effect. So actually we did 
not have too much to audit because the only way we could audit the 
first year was actually auditing the basic source documents. 

If any of you gentlemen have gone through and seen how much 
work that is, even to make a financial statement requires going through 
possibly 50 or 60 boxes anywhere from 18 to 24 inches long, full of 
documents, and then have to tabulate them before you can audit them, 
it makes quite a job. We should only have to spot check the report 
from the books and then spot check the documents. 

However, that situation is vastly improved and last year we were 
able to expand our audit activities considerably over the first year 
because now we do have something in some of these departments that 
we can actually go out and check. 

We can go check their books, so it is getting better and we do have a 
system now, we do have an audit program and we do have some prece- 
dents set up legally. 

Mr. Cuvporr. Any questions, Mr. Pincus? 

Mr. Pincus. I have just a few. Mr. Krabach, for the record would 
you give us a short statement on your background and experience? 
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Mr. Krazsacu. I am a graduate accountant from Xavier University, 
Cincinnati. I graduated from the university with a bachelor’s degree 
in accounting. Subsequently I went to work for various corpora- 
tions in their ¢ accounting branches. ‘The last job I had was supervisor 
of accounting budgets for W estinghouse Corp. in Lima, Ohio, with a 
branch in F airmont, W. Va., Congressman. 

I set up the ac counting system in the Fairmont plant with cost 
accounting records and budget records and accounting records for 
West inghouse, and conducted all of the accounting budgets for West- 
inghouse small motors division which had plants in Lima, Ohio, 
Bellefontaine, Ohio, and Fairmont. 

I also handled some tax matters for that particular corporation and 
also before that for a financial concern, and was responsible for ex- 
cess profits tax returns for the corporation. 

It was after one of our successful trials at Westinghouse that I 
decided to finish out my law work and I took my law degree after 
which, passing the bar, I opened up my own law office. 

I practiced law for 7 years, primarily as a tax lawyer and corpora- 
tion counsel specializing in estates and trusts. That was what I was 
doing the day that Mr. Davis called me on the phone and asked me 
whether I would like to be comptroller of the Virgin Islands. 

Mr. Pincus. Which Mr. Davis is that, the Under Secretary? 

Mr. Krasacu. Under Secretary; yes. And I showed my utter 
stupidity of geography by asking him where was the Virgin Islands, 
so that was the background that I had up until that time. 

Mr. Cuuporr. What law school did you go to? 

Mr. Krapacu. Ohio Northern. 

Mr. Cuuporr. Where did you practice law? 

Mr. Krasacn. Lima, Ohio. 

Mr. Pincus. How many employees do you have in your office now ? 

Mr. Kranacn. As of right now, we have eight. 

Mr. Pincus. Is that the largest number you 1 have e had ? 

Mr. Krazacn. No, sir. We have had 11 as our staff as of the first 
of July of this year. 

Mr. Pincus. How come the reduction in numbers ? 

Mr. Krapacu. We did not have a sufficient appropriation to con- 
tine. We brought in a lawyer, according to the GAO’s comment, 
and we had to let him go. We also had a validation auditor that we 
brought in from General Motors, and he could see possibly there was 
not too much future, because instead of the appropriations going up, 
they were going down, so he left. We had to relieve another one 
of the clerks because of budgetary requirements. We don’t have a 
sufficient budget. 

Mr. Pincus. What has been the budget for your office for the last 
couple of years? 

Mr. Krasacn. We had $67,000 for the first 7 months of operation. 
You see we did not start actually for a full fiscal year. We had $200 


less than that. I think it was $66,800 for the first 7 months of opera- 
tion, and then the next year, the legislature gave us $69,000 for the 
full 12 months, and we were able to operate on that, however, be- 
cause our chief accountant, our chief auditor, who is receiving $8,500 
a year, was transferred over to the accounting department because 
the accounting department locally was short and they needed some- 
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body with experience, and this man was a well-experienced man so he 
is now the commissioner of finance, by the way. 

We did not fill that job, so we had $8,500 to play with. We did not 
fill it again. I took over those duties myself. Then last year they 
have cut us down to $67,000. 

Mr. Prxcus. How much was requested ? 

Mr. Krapacu. $137,000. 

Mr. Pincus. Has that amount been requested just this year or was 
that amount requested also in the prior years? 

Mr. Krasacu. We went into the legislature in the special session in 
January and asked for a supplemental appropriation, as soon as we 
got the comments from the General Accounting Office. We went into 
the legislature at a special session and asked for a supplemental ap- 
propriation, outlining again these recommendations, the problems 
and the recommendations, and told them in our letter that it would be 
et) to hire a lawyer, to hire supervisory employees, and we 
would ask for that special appre oa at that time, and that we 
would be back for the fiscal year 1957 for the same thing. 

Now to follow that thing shroneh we set up an organization plan 
after we received the (¢ Comptroller. General’s report, and we set up a 
sonsiell analysis of it and set up what we call an organization chart, 
sent that in to the Interior Department and to General Accounting, 

nd asked for their comments, because naturally, I don’t want to 


Or) 


apes ise 20 people if I can do the job with 10, because the salary is 
exactly the same. 

So that was set up and approved both by Interior, and I have the 
letter from the audits division in GAO, who also agreed with that. 
That also was submitted to the legislature at that time. 

Mr. Prxcus. Who sends that, the Governor ? 

Mr. Kranacnu. Yes, sir. This is sent to the Governor with his 
budget. 

Mr. Motironan. You are talking now about the budget request of 
$137,000 which resulted in your receiving a budget of $67.00 ¢ 

Mr. Kranacu. That is right, sir. The previous January we did ask 
for an additional amount, and then in the April session we asked for 
the $137,000. 

Mr. Mortionan. But this $137,000 budget request that you submitted 
was based on the GAO’s recommendation plus the approvals which 
you had received from the budget itself after it has been submitted to 
Interior and to the GAO for comment ? 

Mr. Kranacu. That is right, sir 

Mr. Motionan. They both approved it prior to your submitting it? 

Mr. n ABACH. Qh, yes. 

Mr. Pincus. Can I ask you a question there? As I understand it, 
one of 7 your three major functions relates to the collection of revenues 
and receipts by the Government here, is that not so? 

Mr. Kraracu. Yes, sir. 

Mr. Pincus. Would the legislature be interested in having that 
collection made as efficiently and fully as possible? And if that is so, 
why would the legislature disallow part of your requests? Do you 
have any idea about that? 

Mr. Krazacn. I can answer the first part of your question. I think 
it is rather evident that you can presume that they would be very 
interested in seeing that all revenues are collected as they should be. 
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You must presume that all 11 members of the senate are equally inter- 
ested in seeing that all revenues are collected properly and in 100 per- 
cent amounts. Now, why they would not follow through on that I 
can’t answer. 

Mr. Pincus. Do you have any hearings on your request for appro- 
priations ? 

Mr. Krapacu. We were called in and we were asked to give our com- 
ments. We read this just as I read it here, our statement from the 
Comptroller General, and what we needed, and there were a few ques- 
tions asked as to whether or not we intended to hire natives or whether 
we were going to hire continentals, and, naturally, we would answer 
that we would hire natives when and if they were available. We only 
knew of one at the time that was. Subsequently we did hire him and 
subsequently lost him to Vicorp. But that was about the extent of 
the questioning as to what type of employees we were going to hire, 
and I said they had to have degrees because they had to have public 
accounting experience, which was a GAO requirement. 

Certainly that means they would have to have a college degree, and 
they just are not easy to come by here in the islands, so it would be 
difficult to get them. 

Mr. Pincus. How many of your employees have a college degree? 

Mr. Kraracn. At the present time only two, my administrative 
assistant and myself. None of the other people have a college degree. 

Mr. Pincus. Have you been able to ascertain to what extent the 
various revenue-collecting agencies of the government are functioning 
efficiently as to collect revenues as fully as it should be done? 

Mr. Krarnacn. No, sir; we have not been able to do that. 

Mr. Prxcus. We are informed by the General Accounting Office 
that there are quite a few deficiencies in that particular part of the 
eee operation, and they were very much concerned about it. 

T don’t know how much they are going to say in their 1956 report. 

Mr. Kraracu. We read unofficially some of their reports that they 
were making because they were operating out of my office for 3 months, 
and they went over us with a fine-tooth comb, as you know how they 

can do. We had discussed the fact that we were not ig to make a 
complete audit of the finance department and the tax office because we 
did not have the personnel available. They did not want to overlap 
what we had done, so they took the audits that we were able to do, spot 
checked those, and the ones that we were not able to do they went out 
and did themselves. So actually they did make an audit of the reve- 
nue- producing agencies themselves, having 5 men down there for 
3 months, and they were all well-trained men, which was exactly what 
we would like to have been able to do. 

Mr. Prncvs. It seemed to be their opinion that there were defi- 
ciencies at both ends of the process there, both in getting the revenue 
producing sources on the rolls and then even in making sure that the 
collections came in on time. Does that accord with your observations? 

Mr. Kranacn. I think that that is—I don’t want to speak for their 
report. 

Mr. Prncus. You are speaking from your observations? 

Mr. Krazacu. I know that they were making those comments, that 
the people were not making reports at all, and that when reports were 
being made, that they were late. That was their observation, not 
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mine, because they made the inspection. We did not. Our office has 
not been able to make that inspection the way we want to. As I said 
in my remarks, Mr. Pincus, there are 151 audits that we should 
perform. 

Last year we were able to perform only 80. The year before we 
performed 6. So a lot of those we just were not able to perform, 
the finance department being one of the major ones that we did not 
get into because it does require very technically trained people to do 
that job, especially when there is no trial balance available and the 
cash accounts are not balanced, it requires quite a well-trained auditor. 

Now our GAO boys were well trained and did try to do that, al- 
though they were not able to balance them all either, but their report 
questions some of the enforcement procedures of revenue, which to 
the islands would be very beneficial if it were done, because we would 
not only collect that money but then we have to match it, even though 
it is income tax. 

Even though it is Federal income tax, it is collected here in the 
islands. We want to be sure we get it all because we not only get that 
money but then the Federal Government matches it again, so we get 
it twice. 

Mr. Motiowan. Mr. Krabach, who collects the internal revenue 
taxes here ? 

Mr. KrasacH. The local government. 

Mr. Motionan. Who performs the audits on individual income-tax 
returns, Federal income tax ? 

Mr. Krasacn. The local government. We do have a fellow from 
the Internal Revenue Service that does come down for about 3 months 
of the year. He assists and spot checks some of the returns. 

Mr. MotitoHan. The more involved returns I suppose? 

Mr. Krazacn. That is right, the more involved, primarily corporate 
returns, which are about the only ones that we have got. In the last 
year or so we do have some rather wealthy individuals who have 
moved into the community, so I presume that their returns will be 
much more involved than they have been in the past, especially when 
we get into capital gains and we are going to get into a lot of your 
dividend reimbursement problems which are quite technical tax prob- 
lems. Then when they apply for a tax refund, if we ever go through 
that, how they are going to particularly apply that on what portion, 
what percentage when a man is in the high excess profits there, what 
rate he gets it back on, whether he gets it on the first 20 or the last 88, 
I can see where it would be quite complicated. But up to the present, 
it has been primarily corporate returns that this man from the New 
York office I believe has come down here on. He comes down here 
for a period of about 3 months and he assists the local tax department 
in spot checking these returns because honestly it is not a matter, as far 
as we have been able to determine and as I say we have not checked it, 
[ don’t think it is a matter of negligence on their part. 

It is a matter of not having sufficient staff. Again there is only 
one man over there that really knows too much about income taxes. 
Another man is a specialist in trade taxes, which is a problem unto 
itself. So you don’t have a whole lot of time to check unless you 
have a bigger staff. That is one of their problems also. 

We would never, even if we went out there, we would never check 
the individual tax returns because we don’t feel we should, other than 
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determining whether the processes are correct. We would not cer- 
tainly go out to a private business and checks his books. That is the 
local government’ s responsibility. 

Mr. Prncus. Now on the matter of relationships, would you say 
that your office is independent of everyone except the Secretary 
of the Interior legally? Would that be correct ? 

Mr. Krazacn. I don’t know whether you can say independent or 
dependent. Certainly if the Governor calls me up at 8 o’clock to- 
night and asks for a report by tomorrow morning at 8 o’clock, we 
are going to get it for him. 

Mr. Prxcus. Your duty is under the statute to furnish reports. I 
mean as far as supervision is concerned ? 

Mr. Krasacn. As far as supervision is concerned, no, he would 
have none. I am only bound by supervision to the Secretary of the 
Interior. He is the only one who has general supervision over my 
activities. But I don’t know how you determine supervision and 
duties, if he has the right to tell me he wants a report, well he has 
supervision, because he can keep me busy the full complement of 12 or 
18 hours a day, if he chose to. 

The same way with the Comptroller General. That is one of the 
things that we are trying to do in Washington right now, is to con- 
solidate these things so that we have an orderly pattern of reports, 
so that I don’t get a call on a Friday from Mr. Lausi for a type of 
report and on Monday get a call from Mr. Samuelson from GAO for 
a very similar report but just slightly different, and then maybe on 
Tuesday get a report from Mr. Beasley that he wants another type 
of report and then Wednesday from the Governor, if we can get some- 
thing channeled that comes out every month that would meet the 90 
percent of the requirements, such as GAO does. 

They have a regular systematized reports system throughout. It 
would save us a lot of work and probably — a lot of confusion. 

Mr. Pincus. Why would it not simplify things if you were made 
subject simply to the supervision of the Comptroller General of the 
United States ? 

Mr. Krazacn. I don’t think it would make too much difference 
one way or the other. We still have to get whatever reports the 
Secretary of the Interior would require. I presume that that would 
be left in there, it would be such oe as the Secretary of the In- 
terior would require, or the Comptroller General. So I can’t see that 
it would make too muc h difference one way or the other. The super- 

vision as such as I can see it, Mr. Pincus, maybe I am oversimplifying 
it, the supervision would only be on deportment. 

As to whether or not I am getting drunk on the job or something 
of that kind, certainly as far as the activities are concerned, if they 
can ask me for a report and I get the report according to the way 
they want it, they have got supervision, because they have a right to 
direct my activities and my staff to that degree. Now I don’t 
know 





Mr. Pincus. Iam not so sure. I can’t commit anybody and I don’t 
know what my own ideas are. I am not so sure that you should be 
making reports to all these individuals and perhaps not to others. 
For example, as I see the setup here, you are in the position of audit- 
ing the legislature too, are you not? 
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Mr. KRABACH. Yes, sir. 

Mr. Pincus. All governmental expenditures / 

Mr. Renihaons That is right. 

Mr. Pincus. There is probably a reason for that, but it does result 
in a situation where the legislature does not have any officer to audit 
expenditures, isn’t that correct ? 

Mr. Krasacn. Doesn’t have an office as such to do it although our 
office has never refused to make any report for the local legislature 
we have ever been asked for. We have not been asked formany. The 
last one I remember was when Mr. Ottley called our office and wanted 
a report on the “ii” funds available. 

He called about 10 in the morning and the report was over to him 
that afternoon. We have never refused to give any of our reports 
to the legislature; anything that they want will certainly be available, 
all of our audits. There is a stack of them a couple of feet high that 
would be available to any legislator. I suppose that it might be added 
there they would have a right to ask for a report. So far it does not 
make any difference because they have got whatever they have asked 
for anvhow but maybe they would feel a little more friendly about 
asking for them if they had the right to ask for them. 

Maybe they felt they would be refused because they have turned 
down an appropriation. They have no basis for that because we 
would do whatever is possible. 

Mr. Pincus. Another thought on that subject: te - you 
were part of the C omptroller General’s office, and as I say, I don’t 
know whether that is the answer but you might eliminate some of 
the possible duplications in having the GAO come down here with 
a staff every year, and go over and see whether a job is being per- 
formed according to the best way that they see things. 

Mr. Krasacu. They still have to come down anyhow, because you 
have to be on the site toa degree. You can do 75 percent of the work 
in Washington, but you still have to come down and actually go into 
the public works department and determine whether or not those 
vouchers are there. You have to go into the health department to 
spot-chec ‘k their receipts to be sure that the proper things are col- 
lected. Thye would still want to spot-check any reports made. At 
least I would as an auditor. 

I would want to see them. I would not want to have letters go 
back and forth. 

Mr. Pincus. Your office is a little different from the way the tradi- 
tional setup is in a three-branch government. I mean ordinarily you 
as Comptroller and the type of function you are exercising is answer- 
able to the legislature. 

Mr. Krazacn. That is right. 

Mr. Pincus. I understand the difference is here. 

Mr. Krapacu. That is right. 

Mr. Pincus. We have the Comptroller General who does the work 
for the Congress. 

Mr. Krasacu. He is appointed by the President though, too. 

Mr. Prvcus. Then he is part of the legislative branch. 

Mr. Krasacu. Definitely he is. 

Mr. Prncus. The only question that arises is as to whether there is 
not some possibility for adjusting the relationships here to make them 
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a little clearer. As it is right now, it is pretty hard to characterize 
your office ? 

Mr. Krapacu. I can see your point. There is no conflict in our 
viewpoint. It never causes any difficulty because anything that the 
Interior has asked us for, if the GAO questions it a little bit, they 
change it to conform w ith whatever GAO wants. Maybe in the 
future there will be a conflict, I don’t know. If there would, then 
you might have a problem. But I have never had any orders from 
Interior. In fact they have always told me to be sure and check that 
this agrees with GAO’s comments. Does it agree with GAO’s recom- 
mendations? So since there is always one in my office at some time or 
another, why we have always checked with them very closely. Cer- 
tainly when I am in Washington I am over at GAO’s office as much 
as I am in Interior. 

Mr. Pincus. What would be your thought if perhaps your office 
were to be abolished as such and an office established here as sort of a 
branch office of the Comptroller General's reporting directly to the 
Comptroller and the Congress of the United States? 

Mr. Jonas. Mr. Chairman, I sort of doubt whether he ought to 
answer a question like that. It is not up to him to make a recommen- 
dation of that sort. 

Mr. Kwox. I heartily agree with you. 

Mr. Jonas. You might ask the Governor that. 

Mr. Cuuporr. Read that question again, will you, Mr. Reporter? 

(Question re: d. ) 

Mr. Cuuporr. Mr. Krabach, would you be embarrassed by answer- 
ing a question like that? 

Mr. Kranacu. Not necessarily. 

Mr. Cuuporr. I would not want to embarrass you. I think the 
committee would be very pleased to have your opinion on something 
like that since you have actually worked down here and been in the 
trenches, as it were. I think that you would perhaps be in the best 
position to answer a question like that. I don’t want to embarrass 
you. Ican’tsee why you should not answer it. 

Mr. Krasacu. There is only one thing I would want to preface 
such an answer with and that is that I want to be sure there is not 
any self-interest, and if I were to answer the question that I don’t 
think it should be abolished, then it might be construed that I am 
answering in self-interest, and if I do say that it should be abolished, 
well it could be interpreted as a personal remark which I don’t want to. 

I don’t mind answering the question as long as we preface it with 
a statement that my answer is purely objective and my own personal 
objective thinking. I don’t mind answering it because I don’t think 
it will embarrass me. 

Mr. Cuuporr. I assure you counsel for the committee had nothing 
personal in it. 

Mr. Krapacn. I don’t think so either. 

Mr. Cuuporr. My thought on the matter is you would probably 
be the best fellow to answer the question provided it would not em- 
barrass you or embarrass you with your superiors. I would be the 
last person in the world to. try to embarrass you with your superiors. 

Mr. Krazacn. With that in mind, I don’t think the job should be 
a branch of GAO as such because GAO is a little more impersonal and 
should be. They come down here—it should be impersonal in my 
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office. My staff, it is not necessary possibly that the Comptroller him- 
self should be on the job because he can’t go out on the audit, but the 
staff itself has to be here, certainly some of them. 7 eae 

Now they should be checked also by an impersonal organization 
to see whether or not they are not getting into personalities, because 
you can’t divorce auditing and make it as objective as you would like 
to have it ina textbook. So I think that it is very, very beneficial. 

We go out and make an audit even though we have very strict rules 
that they be impersonal and impartial, then someone else comes in 
who knows nothing at all about St. Thomas, knows nothing at all 
about St. Croix as individuals, and he checks to see whether or not 
we were objective. Then he goes over my audits and he says, “Look, 
that is pretty good and this is not so good. You were not quite com- 
plete enough here. You probably spent too much time on detail here.” 

So from that viewpoint I think the GAO, under section 19, by re- 
viewing our office, is a lot more effective than they would be if they 
were actually doing it themselves, because we are more on the spot 
people. Even GAO does that to a degree now in the various depart- 
ments. 

For instance, in the Department of Interior they have an audit 
staff located right in the Department of Interior as you probably 
know. 

Mr. Pincus. That is right. 

Mr. Kransacn. They are now setting up, they have reorganized 
GAO to where they are checking them. Actually they are auditing 
their auditors, which is good. But it could not be too good if they 
were always over here on whatever street they are over there, and 
then just come in once every 3 months, especially when you are as 
far away from it as we are. 

Mr. Jonas. Mr. Chairman, if he is finished may I offer a comment? 

Mr. Cuvuporr. Surely. 

Mr. Jonas. | was not even thinking about that aspect of the ques- 
tion. I thought Mr. Pincus was being facetious in suggesting that 
it be transferred to GAO. 

In the first place [ don’t think that would be constitutional. I was 
directing my speculation over the advisability of his answering the 
first part of it—should his office be abolished. We would be invading 
the executive field to confer jurisdiction over GAO to do a function 
of this sort, in my judgment. 

Mr. Crruporr. I think GAO did it before this office was set up. 

Mr. Jonas. Nobody did it then. 

Mr. Pincus. This office was created by Congress in the statute and 
given exactly the functions it has, and the reason I raised that very 
question is, you know our committee has made some study under Mr. 
Lipscomb, if you will recall, and this is one of the things that came 
up as to how GAO performs its functions. 

I think Mr. Krabach has very ably pointed out that they do have 
resident staffs in departments around the government. That is the 
very reason I raised the question. I believe it would be entirely 
within the province of Congress. I don’t say they should do it, but 
since under the joint committee hearings you will recall we arranged 
to go into this thing for their consideration in revising the organic act, 
I just thought it would be useful to have this type of information in 
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the record. I think he has very ably explained what his oti cp 
is, and that is I think the kind of answer which would be helpful to 
the committee in looking at these sections of the statute. 

Mr. Krasacu. Mr. Chairman, to clarify GAO’s report down here 
prior to the appointment of the comptroller, he had to get an invita- 
tion from the Governor, and I think it started out by Governor De 
Castro requesting GAO to come down. 

Mr. Cuvporr. The reason I say what I did, I had seen previous 
GAO reports. 

Mr. Krapacn. 1952, 1953. 

Mr. Cuuporr. I know GAO would not be running around the Vir- 
gin Islands unless they had a reason to be here. 

Mr. Krasacu. They had a request. The first one was a request in 
writing by Governor De Castro asking them to come down. Prior 
to that though I don’t think they have ever made a report except on 
grant-in-aid ‘funds. We had a Federal works project. 

Mr. Jonas. I don’t want to be misunderstood. Certainly I think 
they ought to come down and I think they ought to audit. I was 
thinking in terms of assigning GAO a permanent job acting as 
comptroller in a Government agency. 

Mr. Pincus. That was the question. I can see there would be as 
they say at least two sides to that one. I have just one or two others. 
I believe you heard the Governor this morning make some comment 
about the payment of your salary and staff and so forth. I believe 
he stated that it should be paid out of Federal funds. Do you have 
any comment on that? Do you consider yourself primarily, as I 
understand it, a Federal official ? 

Mr. Kranacn. Yes, sir. Again that is not a personal interpreta- 
tion. ag is an interpretation by the Civil Service Commission. 
Although I am not a civil service employ ee, I am eligible for Federal 
insurance, and they are taking out 614 percent for retirement, so they 
have ruled I am a Federal employee ‘and was appointed by a Federal 
official. 

Whether or not the office should be financed by the Federal Govern- 
ment has been a question that has been discussed a number of times. 
Naturally that is within the province of the Department of the In- 
terior to make those recommendations to the Congress. 

don’t think I would be overstepping my bounds by giving my 
own personal viewpoint over and above my supervisor’s view point, 
although I think they are on the record as having recommended 
themselves after a reported recommendation from me that it do come 
out of Federal funds, if it is going to be a Federal office. I don’t 
think I would be improper in ‘this. I can see the legislators’ view- 
point locally of objecting to appr opriating funds, when you figure 
that 80 percent of our income is Federal, 20 percent is local. 

As long as 80 percent of it is Federal, the Federal Government is 
going to control it whether we control it via the comptroller method 
or whether we control it through GAO, but you are going to control 
it as far as Congress is concerned. 

If they furnish 80 percent of the budget, they are going to see how 
that 80 percent is spent. 

If there is going to be Federal control, and the local boys have to 
pay for it, I can see there is a psychological objection. 
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If you want to control it, you ea for it. They don’t say that 
openly because it would be probably impertinent if they did, but 
nevertheless you can see a psychological objection. 

Yet at the same time that is actually what we are doing. We say 
we are going to control it federally, but we are going to have the 
local people pay for it. 

Now, what was the intent behind that? You have to read the hear- 
ings and the conference reports of the House and the Senate when it 
was passed as to why they had it. 

But I don’t think there was any doubt that the comptroller was to 
be the so-called Federal watchdog to watch over those funds so that 
Congress would get the proper report on how their money is being 
spent. I can see the local argument. It has been an easy way to 
solve it. 

As I said at the last session of the legislature, don’t cut it from 
$137,000 to $67,000; cut it down to $1. If you don’t want Federal 
controls and you have the power to appropriate, don’t cut it from 
$137,000 in half, cut it all out. Cut it down to $1. Now we are going 
to have the principle solved because, as of July 1, I am going to lock 
the door because I can’t pay the rent and I can’t pay for the telephone 
and I am going to close the door. 

If the local legislature has the power to eliminate the office of the 
comptroller via the appropriation method, then they should have the 
power to control the comptroller. If the Federal Government wants 
to control it, they should pay for it. 

Mr. Knox. Mr. Chairman, I should like to ask Mr. Krabach a ques- 
tion. What effect will the legislatively reduced budget for your of- 
fice have on your reports to the United States Government ? 

Mr. Krasacu. We will only be able to produce about half the re- 
ports that we are expected to produce. 

Mr. Knox. About half of the reports that are required by the Fed- 
eral Government ? 

Mr. Kraracu. By the organic act, sir. 

Mr. Knox. Possibly a change in the formula of the distribution of 
funds in the form of matching funds or retaining a part of the income 
tax funds that are returned back to the local government possibly 
would cure that. 

Mr. Krapacu. That is very possible, sir. 

Mr. Knox. I believe it is something that the Congress should take 
cognizance of and act in order to protect the Federal Government’s 
interest in the return of income tax and the matching funds that the 
Virgin Islands are receiving today, and possibly a change in the for- 
mula is what will have to come about in order to insure the Federal 
Government that they are going to have the proper reports that are 
rightfully due the Federal Government from the Virgin Islands. 

Mr. Laniean. Could I ask a question on this appropriation? Per- 
haps I am wrong but will you correct my understanding if Iam. As 

understand it, the legislature did cut the appropriation for your 
office and then the bill was vetoed and the previous year’s appropri- 
ation continued. Is that right? 

Mr. Krapacn. No, sir; that is not correct. 

Mr. Lantcan. Tell me what happened. 

Mr. Kranacu. My appropriation was not vetoed, sir. The legisla- 
ture passed my appropriation for $67,000. The only item that was 
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changed, because the government scratched out certain wording in it 
but the amount was left the same, so my appropriation for this yea 
was $67,000. Last year it was $69,000. 

We interpret that particular section, Mr. Lanigan, that if the legisla- 
ture fails to make an appropriation for the ensuing year, they can go 
back to the last year’s appropriation. 

But if the legislature makes an appropriation and it is less than the 
previous year, ‘the fact that the Governor vetoes it does not shove us 
back to the last year. It is only when the legislature fails to make an 
appropriation. 

So if the legislature had in effect passed an appropriation of $1 
for my office, they would have met their organic act requirements. 
They would have passed an appropriation, and we had to make a 
ruling on that and it is in our volume of decisions concerning another 
department. 

We said that that particular thing did not preclude the Governor’s 
veto. Hehad the right to veto a bill, but you could not also by the veto 
method put into effect last year’s appropriation, because it would 
mean that the local legislature had no appropriating power. 

The only thing they could do is increase appropriations. They 
could never reduce them because whenever they were reduced the 
Governor vetoed it and they could go back to last year. That is what 
thev didinmy case. They cut my appropriation and Rieti nor had 
to sign it because if he did not sign it, I would have had no app yropria- 
tion, because the legislature had met their requirement. They ps assed 
an appropriation. It was not in a sufficient amount in my opinion 
nor in the Governor’s opinion, but it was sufficient in the legislature’s 
opinion, and if the Government had vetoed it, then I would have had 
no money to operate. 

Does that answer your question, sir? 

Mr. Lanitean. Yes; I thank yon. 

Mr. Kwox. I should like to asx you one more question relative to 
your report. 

Have you reported to your superiors you will have to close the comp- 
troller’s office as of July 1 because of the lack of appropriations to 
continue ? 

Mr. Krarnacu. I made a rather complete report which was included 
in the comments and statements audit report to the Congress of the 
United States of the comptroller general and made this report to the 
secretary explaining what I would have to do on July 1 of this vear. 
and asking for instructions from him, because he was my general 
supervisor, as to which items I should eliminate and which items T 
should do, because if I am supposed to do 10 items and I can only do 5, 
I want to know which items I should do and which items I should let 
alone. 

Mr. Kwox. May I ask one further question? What would happen 
to the matching funds and the return of the Federal income tax to the 
Virgin Islands if your office did not exist ? 

Mr. Kraracn. I was smiling a little bit because I thought you were 
going to ask another question. 

Excuse me, but that does raise a question. If my office did not exist, 
there would not be a certification of matching funds and there would 
be no money from that viewpoint, if that is what you have in mind. 
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Mr. Knox. That is correct ? 

Mr. Krapacn. We could not make a certification, and of course the 
act is very mandatory on that. The Department of the Treasury can 
only issue a check after the Government Comptroller makes a certifi- 
cation. Of course, if he is not there to make it, why there is no pro- 
vision for an acting comptroller in his absence. 

Incidentally that was the problem I had in the first year. I was 
appointed in October and they needed the matching money. I was 

pointed on October 26 and they needed matching money right now. 
They said the first thie you do is to come down here and certify the 
revenues. I had nos a‘f. I walked into the airport and I did not 
even know where Government House was. 

I went up to the accounting department and asked for the books so 
I could certify the revenue. You know the story about the books, and 
so forth. So the only thing we could do was to start recruiting people 
and try to actually do it, because they needed the money, and if we 
did not make the certification no one had the power to make that 
certification other than the Comptroller, so if we had no funds, there 
would be no matching funds, there would be no certification. 

Mr. Knox. I am thinking in terms of safeguarding the United 
States Treasury and our responsibility to the Virgin Islands under 
the organic act. 

Mr. Krarnacn. Tf we did not do it, sir, there would be no other way 
to do it. The only other audit check that is made other than our 
office is that the Federal Government does come down and check the 
grant-in-aid funds that are paid to the hospital. that are paid to the 
welfare department and the educational department, they can make an 
independent audit of that, and General Accounting Office does come 
down and make an independent check of Vicorp’s operation. 

But there would be no check of income-tax collections made locally, 
customs duties, how they are turned into the Federal Government nor 
how the money is spent under section 28 which requires Presidential 
approval. 

Mr. Knox. In your opinion what would happen to the local govern- 
ment of the Virgin Islands if the matching funds and income-tax re- 
turns were not forthcoming? 

Mr. Kranacu. They would be hopelessly bankrupt inside of—I 
don’t think it would last 30 days. Certainly you would have to close 
down three of our major departments. You would have to close down 
health, education, and public works or education, public works, and 
welfare, but three of the major departments would have to be closed, 
because our local revenues last year with everything, water collections 
and everything, were only $1,245,000. The health de partment budget 
nione was $1,245,000. 

Mr. Jonas. Just one question. Did you ever discuss this informally 
~ members of the legislature, their reasons for cutting the budget? 

Krasacu. No. After the formal finance committee hearing 
which we had up in the office that lasted about 15 or 20 minutes, we 


explained, in fact, Congressman, we even gave each one an organiza- 
tional chart. 
Mr. Cuuporr. Mr. Jonas, do you think it would be a good idea for 


us to have at least the chairman of the committee that appropriates 
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money before us either tomorrow or Wednesday to talk to him about 
this problem ? 

Mr. Jonas. I sure do. 

Mr. Cuuporr. I think it is a very nice question. Certainly it is the 
responsibility of the legislature to come and tell us about it. Who 
would be the chairman of the appropriations? 

Mr. Krapacu. Mr. Ottley is the chairman of the finance committee. 

Mr. Cuuporr. Is Mr. Ottley here / 

Mr. Jonas. He isin the room now. 

Mr. Cuuporr. I think he is entitled to enough time to be able to 
discuss the question intelligently, but we are at the point of adjourning. 
Mr. Ottley, would you come back here tomorrow morning so we could 
talk to you a little bit about this and find out how you feel about this 
problem and the exact legal predicament that the Virgin Islands 
would be placed in if certain things happened / 

Mr. Ortiey. I will be happy tocome. 

Mr. Cuuporr. Would you be here tomorrow morning at 9 o'clock ? 
Thank you. 

Mr. Moxiitonan. Mr. Chairman, will Mr. Krabach be back here at 9 
o’clock because I have 1 or 2 questions. 

Mr. Cuuporr. I was trying to finish with him but I guess we won’t 
be able to, so would you come back tomorrow morning at 9 o’clock and 
if there are any other members of the comptroller’s office that should 
testify, I think they ought to be back here too. 

At this point we will recess the hearings until tomorrow morning 
at 9 o’clock. 

(Whereupon, at 3:40 p. m., the subcommittee was adjourned, 
to reconvene at 9 a. m., Tuesday, December 11, 1956.) 
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THE VIRGIN ISLANDS CORPORATION 


TUESDAY, DECEMBER 11, 1956 


Houser or REPRESENTATIVES, 
StpcoMMITTEF OF Pusitic Works AND Resources 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Charlotte Amalie, St. Thomas, Virgin Islands. 

The subcommittee met, pursuant to recess, at 9:10 o’clock a. m., in 
the legislative council chambers, Charlotte Amalie, St. Thomas, Virgin 
Islands, Representative Earl Chudoff (chairman of the subcommittee) 
presiding. 

Present: Representatives Chudoff (presiding), Mollohan, Jonas, 
Knox, and Minshall. 

Also present: Arthur Perlman, staff director; James A. Lanigan, 
counsel, Subcommittee on Public Works and Resources; Christine 
Ray Davis, staff director, Committee on Government Operations ; 
William Pincus, associate general counsel, House Committee on Gov- 
ernment Oper: ations; and Helen M. Boyer, minority professional staff 
member, Committee on Government Operations. 

Mr. Cuvporr. The subcommittee will be in order. 

This morning we will resume hearing from Richard L. Krabach, 
government comptroller of the Virgin Islands. 

Had you finished with Mr. Krabach, Mr. Pincus? 

Mr. Prxcus. I had finished, Mr. Chairman. 

Mr. Cuuporr. I understand Mr. Mollohan wanted to ask some 
questions. 

Mr. Motitonan. Yesterday in your opening statement you men- 
tioned cases of improper payment where you had asked for reimburse- 
ment. Will you tell the subcommittee what some of those cases were, 
what type cases they were? 


FURTHER STATEMENT OF RICHARD L. KRABACH, GOVERNMENT 
COMPTROLLER OF THE VIRGIN ISLANDS 


Mr. Kranacu. Well, some of them were cases of improper salaries. 

Mr. Mottonan. You mean a higher salary / 

Mr. Krapsacn. Higher salary. You see, we have a legislative bill 
here called bill 109 which is our pay scale bill, and all of the employees 
of the government are under that and it is very similar to our civil- 
service bill with the pay scale. 

Now that precludes the executive from paying more than that par- 
ticular amount, and also incidentally precludes paying less as long as 
a person falls in that particular group. 
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There are some department heads that possibly did not understand 
it or whatever it was where there would be a job at $8,000, why they 
would pay $8,200. 

A couple of nurses as I remember who should have been paid $2,600 
were paid $2,400, so there would be a case of where they did not pay 
them enough. 

Probably one of the most famous ones we had which received a lot 
of publicity in the two local newspapers was one trip to one of our 
other territories to which one of the government employees went. 
We had to rule that it was not a proper government expenditure. 

Mr. Motionan. You mean because it had not been properly 
authorized ? 

Mr. Krasacu. It had not been properly authorized and was not a 
proper trip. In other words, he went back to his own territory on 
personal business and had it charged against the government. 

Mr. MoitioHan. Were there any cases, Mr. Krabach, where the ex- 
penditure was in excess of the amount previously budgeted for that 
function ? 

Mr. Krazacn. We did not particularly take exception to the in- 
dividual items but there were quite a few cases last year where they 
had exceeded what we call the allotment in total, so naturally we 
would take exception to all of them. 

Mr. Motitonan. What did you do in a case of that sort? 

Mr. Krasacnu. We make a report and state the exception, and send 
it to the Governor, saying that this has exceeded the allotment and 
therefore it has exceeded the authorized expenditure. However, we 
are a litle handicapped here in that we have no statute that makes 
it a violation of law. 

Mr. Motitouan. What is the line of authority with reference to au- 
thorizations for expenditures? 

Mr. Krapacu. The legislature first of all passes the appropriation. 
The government makes the allotment. Now that allotment, of course, 
cannot exceed the appropriation. Usually it is much less than the 
appropriation. It differs from the Federal Government in this in- 
stance in that we are not permitted to go into debt. We are pre- 
cluded from it by the Organic Act. Even though the legislature 
would pass an appropriation that would total more than the income, 
we would not be permitted to allot more than what we anticipated as 
our revenue. 

So as a result the Governor has to issue his allotments in line with 
what he thinks his revenue is going to be, regardless of what the ap- 
propriation is, because if they appropriate—for instance last year they 
appropriated $5,350,000 for fiscal year 1957, and it was anticipated 
that our revenues would only be $5,181,000. 

Mr. Morttonman. Then you mean that the Governor can make that 
necessary reduction in the budgeted items anywhere he wants to? 
There would be approximately $170,000 that he would have to reduce 
the budget ? 

Mr. Kraracn. He would have to reduce the budget by that amount, 
and he does. 

Mr. Morronan. He can do that on a very selective basis? 

Mr. Krapsacn. That is right, sir. 
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Mr. Mottouan. As long as no individual appropriation would ex- 
ceed the individual appropriation bill, he is permitted to make any 
deletions he desires. Is that it? 

Just for the sake of clarity, for me at least, let me ask you this: 
The Legislature would appropriate $100,000 for a certain function. 
The Governor in his judgment, if he finds it to be necessary or believes 
it to be necessary can reduce that to $75,000 and that becomes the 
official allotment ¢ 

Mr. Krasacu. That is correct. 

Mr. Moi ronan. Actually in effect the official budget would then 
function ? 

Mr. Krapsacu. That is correct. 

Mr. Motionan. It is entirely possible I gather from what you have 
said for expenditures to go above $75,000 ? 

Mr. Krapacnu. That is right. 

Mr. Mottonan. Where does that laxity occur which permits such an 
overexpenditure? Is it in the authorization or is it in the purchasing 
procedures or where ¢ 

Mr. Krasacu. There is not any one place that you could tie it to. 
First of all, last year was the first year we had what we call an 
allotment ledger where there was close control, and that was somewhat 
new to the employees, too. 

[In other words, whenever an obligation is made, not when the 
money is spent but when the obligation has actually occurred, we 
make a purchasing order, according to the accounting manual they 
are supposed to post allotments against the allotment ledger. 

We may not pay for the order until 3 or 6 months later because it 
may not come in. That is posted against it and that is an obligation. 

We found in auditing this first year, a lot of the departments did 
not post that particular obligation at the time the obligation was 
incurred. They waited until the invoice came in. That was the 
practice. 

We tried to discourage that and tried to show them how impor- 
tant it was. What was happening, toward the end of the year when 
all these bills came in and they no longer had any amounts of money 
available, they just automatically exceeded it, because the obligation 
had to be paid. 

Mr. Mortitonan. What type of responsibility or what type action 
can be taken or is taken against the person responsible for that? 

Mr. Krapacn. The only action that can be taken as far as the gov- 
ernment is concerned is the administrative discipline. 

Mr. Motionan. By the Governor? 

Mr. Krapsacn. That is right. Again, when you issue an allotment 
that is an administrative directive, not a legal directive. It has noth- 
ing to do with the legislature. Of course, we will see to it in our audit 
that the allotment does not exceed the legal authority, so that in this 
$100,000 case certainly if the government would issue an allotment for 
$110,000, we would issue an exception against the Governor. 

Mr. Motionan. All right; now let’s go one step further. Suppose 
the legislature has this authorization for $100,000 for this certain 
function. The Governor reduced it to $75,000. Your expenditure 
in the one case for the sake of the one principle I would like to put 
before you, the expenditure in that budget is $80,000, which means a 
$5,000 excess over what the Government had allotted. 
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Mr. Krasacn. Right. 

Mr. Motionan. Any action that may be taken in that circumstance 
against anyone who is responsible for the $5,000 over-expenditure is 
strictly an administrative action on the part of the Governor ? 

Mr. Krasacnu. Right. 

Mr. MoLLonan. Now, suppose by some quirk of circumstances an 
expenditure in that budget is $105, 000. Does the same situation 
exist? Is itstrictly an administrative action then ? 

Mr. Krazacu. Let me say it this way. We will take the exception 
then twofold. We will, first of all, make an exception to the fact 
that they have exceeded the allotment by, in your last example 
$30,000, and that they have exceeded the legal authorization by $5,000. 

Mr. Motnonan. Does that ever happen ? 

Mr. Krasacu. Yes, it has. Both of those examples have happened. 
The exceeding of the allotments has happened, especially in the first 
3 months of the operation. It happened considerably, although that is 
excusable from the fact that there was a lot of unfamiliarity with the 
procedure. 

Of course, as I said and as you brought out, it can be corrected by 
merely administrative directive. You can issue another allotment for 
an additional amount. With the latter thing there is no way to 
correct it because there is only one way you can correct. that from the 
way we see it, and that is to come back to the legislature and ask for 
a deficiency appropriation, because we can’t authorize the payment of 
those bills over $100,000, in your example. 

So, to pay those bills, and they are actual contractual obligations, 
would require additional legislation in the form of deficiency appro- 
priation. 

Now the disciplinary action will be taken after that. Normally in 
most of our State jurisdictions and also in the Federal Government 
you know we have the antideficiency statute. We have no similar 
statute here, so there is no crime as such for that $5,000 error, if you 
want to call it that. 

Mr. Motionan. There is nocrime nor is there any financial responsi- 
bility so far as the individual is concerned ? 

Mr. Krasacn. Now we have tried to do this: We have, since we have 
been here, bonded every one of the certifying officers. 

Mr. Motionan. The fact that they would be bonded in the absence 
of a statute covering it— 

Mr. Krasacnu. I think possibly we would have a civil remedy against 
the bonding company. 

Mr. Motronan. Even though the service may have been rendered to 
the islands? 

Mr. Kranacu. That isright. I think we havea civil remedy against 
the bondholder to receive back that $5,000, because we can’t pay the 
creditor. We have no authorization. 

Mr. Mottonan. Now you are getting to the real reason why I was 
asking some of these questions. On St. Croix the other day you will 
recall the president of the chamber of commerce commented in the 
closing moments of his testimony that such a circumstance did exist. 

Mr. Krapacn. That is correct. 

Mr. Motionan. Wherein the island government did not have the 
money. 


Mr. Krazacnu. That is not the reason for that particular thing. 
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Mr. Mottonan. And would not pay certain bills that were presented 
to them, and there was one witness who complained personally about it. 
He said they had owed $2,000 or $3,000 to him for over 2 years. 

Mr. Kraracu. I was not there at that particular thing, but I heard 
about it, and I understand that this particular individual does have 
$5,000 worth of outstanding bills which we know about and we made a 
report on it. The reason for that was not necessarily that there was 
an excess of an appropriation. There were two factors in that. First 
of all we may have this particular problem whereby there is a suf- 
ficient appropriation and there # a sufficient allotment but there just 
is not sufficient money in the treasury at that particular time, because 
ve are operating on a current level. 

In other words, today’s receipts are spent today so we do not have 
any backlog. We don’t again operate with a reserve, so it is possible 
that our general fund will be depleted and we just don’t have enough 
money. We may get sufficient money the next month and a surplus 
to pay it back. W hat we would like to do is build up sufficient reserve 
so that we would also have a kitty in the bank to take care of those 
things. But as I said, there were two things happened in that case, 
There was sufficient allotment, but on that particular item those items 
were never posted. 

Now we found out about that particular thing by a subsequent audit 
because the same thing happened with a firm from New York that 
wrote in and said they had not had their bill paid for 2 years. 

We had just finished an audit of that particular department, and 
we say that can’t happen, at least I did not think it could, so I immed- 
diately went to the person who made the audit and said “Here is an 
outstanding bill for 2 2 years, and according to your audit, there are no 
outstanding bills other than in these unliquidated obligations, and 
none of them are past the current fiscal year. 

So we went back to that particular department and checked. We 
found then that there was certain of these invoices were not posted 
to the allotment ledger. 

Well, since they were not posted to the allotment ledger, they would 
not be filed in the unliquidated obligation file because they were not 
obligated. They were not obligated technically from a book view- 
point. They were obligated leg: ally. So in questioning, we found all 
these invoices in the drawers of one of the employees. ‘There was about 
$30,000 forth of them, some of them dating back 2 or 3 years. There 
would be no way to check that particular thing, because there is no—— 

Mr. Mottonan. How can you pay those bills if they are 2 years 
old? Don’t you have to have deficiency appropriation to do that? 

Mr. Krazacnu. If there 1 is an excess appropriation, you would. 

Mr. Mottowan. By “an excess appropriation” you mean a deficiency 
appropriation ? 

Mr. Kranacn. Yes. 

Mr. Cuuporr. Mr. Mollohan, would you yield at that point? 

Mr. Motionan. [ yield. 

Mr. Cuuporr. Do you have any method whereby when you order 
something a requisition sheet is made out ? 

Mr. Krapsacnu. Yes, sir. 

Mr. Cuvuporr. That has to be initialed by somebody ? 

Mr. Krapacu. Yes, sir. 

Mr. Cuuporr. Do you post those requisition sheets ? 
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Mr. Krarnacu. No, sir; not the requisition. 

Mr. Cuuporr. Don’t you think if you posted the requisition sheet, 
then checked a certain part of your book to show that the material 
had been received, then you would know that you had a bill coming in? 

Mr. Krasacu. The reason they don’t post the requisition is ‘this, 
Mr. Chairman: A lot of times the requisition does not result in a 
purchase order. 

In other words, they requisition from the central supply house. If 
it is not available or he can’t get it, there is no sense in posting it. 

As soon as the requisition is made, there is another order. That is 
a purchase order. As soon as the purchase order is made, then we 
are obligated, because that is issued to the bakery or John Jones or 
whoever itis. That should be obligated and that is. 

Whether we get the merchandise at that time—for instance, if we 
would obligate for a typewriter, we may not get that typewriter for 
6 months, but we have purchased it and we are legally bound to pay 
for it when that typewriter hits our dock. 

Mr. Cuuporr. What you are making me understand now is that 
since you have been here you have set up this system and there should 
not be any difficulty about any of them paying bills? 

Mr. Krasacn. That is right, sir. 

Mr. Cuuporr. If your orders are followed ? 

Mr. Kranacu. They are not my orders. If the accounting manual 
is followed that is issued by the Government. 

Mr. Cuunorr. If the system is followed ? 

Mr. Krazacn. That is right. As far as the finance department is 
concerned, the reason these bills are not paid, they are not in the 
finance department. I think our backlog over there is small as we 
have checked it pretty well. This backlog is back in the Department. 
For instance, this one department, let’s say the department of educa- 
tion or public works, if they do not send that bill through to be paid, 
naturally the finance department can never pay it, the disbursing 
section. 

This department here we are talking about did not post the item. 
Naturally it is not an obligation and we would not check it because 
it is not on the book. So it is in a man’s drawer. Now when we ask 
him why he does not post it, he said if we had posted it we would have 
exceeded our allotment. 

Of course you can see right away there are two irregularities. First 
of all, he should not have made the obligation in the first place because 
it would have exceeded the allotment; and then the fact that he did not 
post it compounded the irregularity. 

That is again maybe a case where this is a new system. It is exactly 
the same system as operated in the Federal Government. 

Mr. Motionan. You don’t have a purchasing agency ? 

Mr. Krapzacn. Yes, we do. 

Mr. Jonas. Would you yield right there on that point before you go 
any further? I don't quite understand. In whose department did 
this occur, finding these invoices 2 or 3 years old in an employee’s desk 
drawer? 

Mr. Kranacnu. That was in the department of education, sir. 

Mr. Jonas. Did anybody discuss the discovery of that fact with the 
head of the department of education ? 
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Mr. Krazacu. They had not discovered it until we made the report. 

Mr. Jonas. And since you made the report, did anybody discuss it 
with the head of the department, to your knowledge? 

Mr. Krasacn. We made the report to the Governor on the thing 
showing $30,000 worth of unposted obligations, and from then on it 
became an administrative problem. I would not discuss it with the 
employee personally. 

Mr. Jonas. I know, but you would have discussed it with the head 
of the department, w ouldn't you? 

Mr. Krapacu. Yes, sir. 

Mr. Jonas. Did you do that? 

Mr. Krasacnu. Yes, sir. 

Mr. Jonas. What excuse did he give, other than the one you have 
just said, he would have exceeded the allotment ? 

Mr. Kraracu. The head of the department did not know about it. 
This was the certifying officer and a procurement officer below the 
department head. 

Mr. Jonas. Did you discuss it with them? 

Mr. Krapacu. No, sir. 

Mr. Jonas. Did the head of the department of education disenss it 
with them ¢ 

Mr. Kraracu. I don’t know, sir, whether he did or not. 

Mr. Jonas. Is the employee who filed these invoices in his desk 
drawer, left them there over a period of several years, is he still 
wor king for the department of education ¢ 

Mr. Kranacn. Yes,sir. ‘The department head is not. 

Mr. Cuuporr. How about the commissioner of education, is he still 
working ? 

ir. Krasacu. No,sir. 

Mr. Cuvuporr. That was the fellow who had the hassle with the 
Governor about the schoolbooks. He got them from the States and 
he left them in the warehouse and never gave them to the school and 
somebody found them like that. 

I wanted to tell you about that, Mr. Jonas. They had gotten some 
surplus schoolbooks. They had a shortage of schoolbooks here and 
I guess the Department of Health, Education, and Welfare arranged 
for them to eet these schoolbooks for the purpose of passing them out 
to their students. When they came here, the commissioner of educa- 
tion put them in a warehouse and forgot about them. Then somebody 
was cleaning up the warehouse a couple of years later and found the 
books. Asa result of that, somebody resigned. 

Mr. Krapacu. He just is not there as far as I know. 

Mr. Cuuporr. aa don’t know why ¢ 

Mr. Krasacn. I don’t know why. 

Mr. Jonas. It is just inconceivable to me that any responsible head 
of a department could be oblivious to a situation like this over a period 
of 2 or 3 years, $30,000 in unpaid bills lying in an employee’s desk 
drawer. 

Mr. Kranacn. Not to overstress the point, our subsequent audit 

raised that to $50,000. Our first check only found $30,000 but after 
we went through a few other drawers, we found another $20,000. 

Mr. Jonas. Did they think these people were giving them all this 
equipment and supplies? I just can’t imagine a thing like that hap- 
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ening without somebody knowing about it in the department, some- 
care in authority that could have taken steps to stop it. 

Mr. Krapacu. I don’t mean to personalize this think with one 
department. It has happened in, I would say, at least three others 
that we have made similar reports. 

Now that is being corrected, Congressman, and it is a lot better than 
it was. But it has happened in other departments, too. We have 
found the same situation in a couple of other departments and we have 
made the reports. 

Again it is not the dignity of an obligation, and after we once learn 
that that is a matter of education, that when an obligation is made, we 
are bound to pay for it. There is not anybody furnishing material to 
the government of the Virgin Islands on a gratuitous basis. 

Mr. Cuuporr. From a fiscal standpoint, whether you have the 
money to pay for it, don’t you think it is the worst kind of negligence 
to puta billina drawer and forget about it? 

Mr. Krapacn. Yes, sir. 

Mr. MinsHarut. How much did this amount to in the other depart- 
ments that you mentioned ? 

Mr. Krazacn. I would say the aggregate of all of the bills did not 
amount to $50,000. 

Mr. MotioHan. You mean all the balance? 

Mr. Krapacn. All the balance in all the others. 

Mr. MrinsHatu. The aggregate of everything, the $50,000 in the 
department of education and the other 3 departments. What was 
the aggregate of all four? 

Mr. Krarnacu. I would say $100,000. We have a very bad credit 
rating in the States. 

Mr. Jonas. I am not surprised. 

Mr. Krapacn. And we also have a very bad credit rating here. It 
is an unfortunate thing when you want to go down and even buy a 
fountain pen, some of our leading merchants prefer not to do busi- 
ness with the government because, with the government, they don’t 
know when they are going to get paid. 

Mr. Mrysuatu, It is no wonder I had trouble cashing a check the 
other day but, thanks to you, I made it. 

Mr. Mottonan. Mr. Krabach, Mr. Jonas asked you what the atti- 
tude of the head of the department was when you told him about 
this situation and your reply was not clear to me. What did he say? 

Mr. Krapacn. I particularly did not discuss it with the head of the 
department other the n after we made our report—my report from 
my employee who had done this audit, of course, discussed it as to 
what happened with the particular individual whose drawer it was 
in, and his excuse was, “Well, we could not post these because they 
would have exceeded the allotment and the manual says we can’t be 
in the red.” Then the next logical question was, “Why did you spend 
it in the first place, when you knew you would be in the red? All 
you had to do was look in the book.” 

He said, “Well, we needed the merchandise.” 

There was no fraud that we could see, there was not any at all. 
They needed the merchandise. 

Mr. Motronman. Do you gather, Mr. Krabach, that has been com- 
mon practice in the past? 
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Mr. Krapacn. Yes, sir. 

Mr. Motionan. It is not something that individuals did but just 
something that had been done in the various departments on a pre- 
cedent basis? 

Mr. Krasacn. Definitely right. It is not that particular indi- 
vidual. Some of our bills we found back 5 and 10 years. 

Mr. MotitoHan. How in the world do you get a bill that is 5 years 
old paid? Certainly you don’t try to pay that out of current 
appropriations ¢ 

Mr. Krasacn. No, sir. 

Mr. Mottonan. Don’t you have to present that to the legislature 
for some specific action ? 

Mr. Krarnacu. The practice has been here in the past—we have tried 
to change that, and I think we have accomplished it now—the practice 
has been that each year a bill would come into the legislature for what 
was called unliquidated obligations. 

There were no specific bills; we call them relief bills back in the 
States. They just say we want $50,000 for unliquidated obligations, 
so that ; anything that came in that they had to pay—— 

Mr. Moitonan. In all departments? 

Mr. Kraracn. In all departments—would go out of that specific 
fund. What we did, in the accounting manual again with the con- 
currence of the General Accounting Office and Department of the 
Interior, we put a limitation that any bill, any invoice that came in 
that was over 1 year old—in other words, you are all right as long as 
you go through all of last fiscal year to be paid during this fiscal year, 
but as of June 30, 1957, no fiscal year 1956 bill can be paid. It is 
outlawed. 

fr. Mortonan. Were each one of your department heads informed 
of that? 

Mr. Kranacu. Every department head and every certifying officer 
has been given a copy of that mgnual, and they were informed that 
they have to get their invoices in at the end of the year or they are 
going to have to go back to the legislature. 

Mr. Motronayn. In effect you gave them an opportunity to make 
a clean sweep of everything up to that date? 

Mr. Kranacu. A full year. 

Mr. Mottonan. Bundle it all together ? 

Mr. Kraracu. That is correct. There is no excuse for some of these 
people who have outstanding bills. 

Mr. Mottonan. That is what I was trying to find out. There is 
absolutely no excuse now because they were informed that they have 
up to this specific definite time to put all of these bills, regardless of 
age, into one group and present a request for an authorization to pay 
them. That is true, isn’t it? 

Mr. Krasacn. That is correct. There is one thing I would like to 
add to that just so you get the full picture. It is not all the depart- 
ments. Some of f these are businessmen, too. For instance, one of these 
individuals over in St. Croix to whom we owe about $1,800 has never 
submitted an invoice, and we checked that particular thing. “Well, 
why don’t you?” 

“Oh, he said, “I will get it eventually.” ” T said, “How do we know 
your invoices are corr ect when they are 2, 3, or 4 years old? How do 
you go back and check it ?” 
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“Oh, the legislature always pays it.” 

In other words, the legislature, feeling this was an honest bill, would 
appropriate the money to pay him. That is pretty difficult to check, 
although it is a legal obligation and probably the legislature is bound 
to pay it. But the businessman should be bound to send his invoice 
to us at least once a month, too. 

Mr. Cuvuporr. May I interrupt at that point? I learned last night 
when I was listening to the commissioner of health in that radio broad- 
cast he gave that the hospital heads get what they call quarterly allot- 
ments. Isthat the practice? 

Mr. Krapacu. Yes, sir. 

Mr. Cuuporr. And that sort of adds to the confusion, doesn’t it ? 

Mr. Krapacnu. No, sir; that is Federal practice. That is not quite 
right, quarterly allotments. They get an annual allotment that is 
apportioned quarterly. 

Mr. Cruporr. I thought they get quarterly allotments. In other 
words, they get an annual allotment. They only get 25 percent of it 
every 3 months. 

Mr. Kranacn. Not necessarily 25 percent. It is all according to 
what the department would need. The allotment goes out for $1 
million to the department of health. 

Now the commissioner of health sends back a form which is called 
an apportionment schedule, to the budget director. This is in theory 
the way it is supposed to work, in which he can say that he wants 
$250,000 for this quarter, $300,000 for that quarter, $300,000 for that 
quarter, and $150,000 for the last quarter. 

Now that happens with certain departments who have peak loads. 
For instance, the police department needs a higher budget in the 
quarter from January 1 to April 1, because we have our influx of 
tourists and there are more traffic problems. The same way with the 
health department. They probably need a little more money during 
that period because there : are some peak demands. 

But they are allowed to apportion it any way they choose, the idea 
being that we won’t wind up in the last quarter without sufficient 
money to operate the department. 

Mr. Cuvuporr. I understand that the hospital ran out of flour and 
did not have any bread for a couple of days. Suppose there is a situa- 
tion where they run out of money and they absolutely need something 
to keep the hospital going or some other department going. Do they 
have any power to draw on the later quarter? 

Mr. Krapacu. Yes, sir. 

Mr. Cnuporr. To take care of that ? 

Mr. Krapacu. Oh; yes, sir. 

Mr. Cruvorr. In other words, there was no need for the hospital 
to run out of flour because they could have taken care of the situation ? 

Mr. Kranacn. That was last year, and of course they did author- 
ize taking money from one quarter to another, although that is a 
matter if you know how much you are planning is going to be, you 
don’t want to spend any more money than normally, the way we would 
operate and the way probably, is if you have got $120,000 you are not 
going to spend more than $10,000 a month or you are going to close 
shop the last month. 











ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 175 


Mr. Cuuporr. I understand that but when you have human beings 
in a hospital w ho need bread to eat, you can’t be too technical about it. 

Mr. Krasacn. That is right. 

Mr. Jonas. Are you familiar with that situation, when they ran 
out of flour ? 

Mr. Krapacnu. Yes, sir. 

Mr. Jonas. Isn’t it a fact when they ran out of flour, they had an 
oversupply of other things and the reason they ran out of flour was 
mismanagement on the part of the administrator? He could have 
had flour, couldn’t he ? 

Mr. Krasacn. I can’t say that it was mismanagement. There was 
a considerable amount of supplies of meats and things on hand. Also 
there was a considerable amount of money unobligated. 

Mr. Cuuporr. Mr. Jonas, we are going to have both the commis- 
sioner of health and the former commissioner of health here this after- 
noon and J think they can tell us the story firsthand. 

Mr. Jonas. I think you will find out the reason they ran out of 
flour is that they beught something besides flour with the money they 
had. 

Mr. Krasacn. We could not say it was mismanagement because 
again it is an administrative thing. From the financial viewpoint we 
can say this on that particular thing, Congressman Jonas. We just 
received a letter from the finance department yesterday that there is 
a $13.000 check that was issued to the department of health at that 
time which was August 1955 that has not been cashed yet. We don’t 
know what happened to the $13,000. They have got $13,000 worth 
of cash but nobody cashed the check. 

Mr. Cuvuporr. The reason I brought this up, Mr. Jonas, was that 
vesterday I was at the radio station and the commissioner of health was 
on the radio and this question came up. 

Mr. Jonas. I am glad you brought it up. I think we ought to go 
intoit. Itisa very interesting thing. 

Mr. Cuvporr. When we have Dr. O’Neal here and Dr. Anduze we 
can get the whole story on it. 

Mr. ae That would be an administrative problem. 

Mr. Motitonan. Mr. Krabach, in the budget th: _ vou submitted for 
1956-57 which you and I talked about yesterday, I think that amount 
was $137,000 as you originally submitted it. 

Mr. Krapacn. Correct, sir. 

Mr. Morttonan. Prior to your submitting it to the legislature, you 
submitted it to the GAO and the Interior Department for their obser- 
vations. 

Mr. Kranacu. That is right. 

Mr. Motronan. And possibly informal approval ? 

Mr. Kranacu. That is right. 

Mr. Motionan. What function was necessary for you to delete 
from your $137,000 budget, when the $67,000 was given to you for the 
vears 1956 and 1957? What type of functions did you have to delete 
from it? 

Mr. Kraracn. The first thing I had to do was delete a legal assistant 
I had. T had an attorney working in my office. 

Mr. Morronan. As I understand it, that has been taken care of by 
transferring that person to some other department where his advice 
isstillavailableto you. Isthat right? 
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Mr. Krasacn. No, sir; he is at the present time in California. 

Mr. Motxionan. Then you have no source of legal advice at all ? 

Mr. Krazacu. Other than my own research, and that particular in- 
dividual was severed from our payroll on June 30. 

Mr. Motionan. I believe that was a $8,500 position ? 

Mr. Krasacu. At that particular time, we were not paying that 
much because we only brought that particular attorney in on a tem- 

orary basis because we did not know what appropriation we would 
ave. 

Mr. Motxionan. What figure did you have in your $137,000 for him / 

Mr. Krapacnu. $8,500. 

Mr. Motionan. It is still $60,000 left ? 

Mr. Krarzacn. Of course our whole organization plan as submitted 
to GAO called for a legal counsel, special assistant in charge of audit- 
ing, a special assistant in St. Croix with a clerk over there. We 
eliminated the entire St. Croix operation. I have no special assistant 
at the present time in charge of auditing. I had two audit supervisors 
which I do not have now. Those two would be eliminated. 

We also had a validation auditor who is taking primarily public 
works, what we call “ii” projects. He was working for me. | 
have eliminated that job. The others were jobs that we planned 
to fill to expend this thing that we have not done. 

In other words, this organization chart as we have submitted it to 
the legislature and the GAO and Interior called for 21 employees. 
We had 11 at that time and we called for an additional 10. We have 
8 now so we have reduced 3 and were not able to hire the extra 10. 
Does that answer the question ? 

Mr. Motitonan. Do your 8 employees presently absorb all of your 
$67,000 budget ? 

Mr. Krapacu. Oh, yes. 

Mr. Motionan. In other words, you are right up to full staff 
strength right now? 

Mr. Krapacu. I will say it this way: We probably could add one 
more employee but we are a little hesitant to do it because we just do 
not know what the attitude of the legislature is, and I have got commit- 
ments to these employees who have been with me for 2 years, that 
if there is any further reduction—after all I have to pay them sev- 
erance pay and I have to keep a reserve to protect those employees 
because if something would happen, why I would have quite a com- 
mitment. 

Mr. Motzonan. Mr. Krabach, what functions do you feel the Con- 
gress has charged you with performing here, and what responsi- 
bilities do you feel that you should and must discharge in properly 
conducting your office, that you are not presently performing as they 
should be performed by reason of a limited budget. 

Mr. Krasacu. I would say the auditing which in my opinion is the 
major function of the office. 

Mr. Motxionan. You feel that your auditing operation is not as it 
should be ? 

Mr. Krazacu. Definitely not. I am not satisfied with it either in 
comprehensiveness of the individual audits nor in the quantity. 

Mr. MotztoHan. Now what is the independent result of this in- 
adequate auditing operation? 
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Mr. Krapacn. Well, of course if we don’t audit it, a man does not 
post an obligation, nobody ever finds it. I would say the end result 
could be negligence that would goby. Ofcourse we are always looking 
for fraud. 

We have not found any, but fraud could go undetected without an 
audit. Our cash balances would become quite over-obligated to a 
point where the government could actually be in a bankrupt position. 
[ am not so sure that they are not right now, where we would have 
obligations that would exceed the balances available to the govern- 
ment. 

Mr. Mottonan. That is exactly what I wanted to ask you. What 
effect does this limited operation in these various fields have with 
respect to your ability to certify the amount of money collected here 
in the islands for which there should be Federal matching funds? 
What effect does it have on the amount available to run the govern- 
ment of the Virgin Islands? 

Mr. Krapacn. It is all according to what the comptroller gets. In 
other words, if I have to restrict my activities to 50 percent, it is all 
a question of which 50 percent do I exclude. 

Now I have got three main responsibilities the way it seems to me. 
One is to audit all revenues and expenditures. Now that is an audit- 
ing procedure. The other one is to make a financial statement, which 
is quite a job. The other would be certification of revenues. 

Now I can’t very well certify these unless I have audited the reve- 
nues. But on the other hand, I can certainly certify if I have not 
audited expense, because the certification would only deal with re- 
ceipts. Naturally there are some people that would prefer just from 
a personal viewpoint that we don’t audit any of the expense but merely 
audit the revenue and therefore they will get their money back. 

Well, it is just a question as to which you figure would be most 
important. When this particular thing came through, Congressman, 
I did ask for instructions as to which I should eliminate and I had 
directions from the Department of the Interior. They felt that audit- 
ing was the most important, especially of expenses, So they sent their 
directions over to GAO for approval, and GAO said the same thing. 
Our primary responsibility was auditing expenses, because after all 
the major portion of it was Federal funds. 

Mr. Motitonan. From the standpoint of your ability to certify the 
amounts collected in the islands, it is necessary for you to do a com- 
plete audit of income, isn’t it? 

Mr. Krasacn. That is correct, of income but not of expense and of 
course our expense auditing would take at least, I would roughly esti- 
mate, 10 times as long as the auditing of receipts. 

Mr. Motionan. Mr. Krabach, I think we have all been fairly famil- 
iar down through the years with government processes. On the one 
hand the legislature has in their good judgment felt that $67,000 would 
be sufficient to carry on the important operation of your office. 

Mr. Krapacu. $67,500. I did not add the $500. 

Mr. Motxo“an. On the other hand you and Interior and GAO felt 
that $137,000 was more appropriate. Now what basic figure, basic 
minimum figure, do you feel is absolutely necessary in order for you to 
discharge your responsibilities under the act ? 

Mr. Kravacu. I am very definitely of the opinion $137,000 is the 
minimum. 
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Mr. Mot1onan. You still feel that that is a basic minimum ? 
Mr. Krapacu. Congressman, I have 
Mr. Motionan. There is no padding in it? 

Mr. Krazacn. [I laid it all out in quite a letter to the president of the 
legislature, Mr. Hodge, in which I submitted 11 copies for every mem- 
ber of the Senate, with complete comments from GAO. 

There was a 4-page memorandum laying it down, so much for the 
actual services, so much material and supplies, so much for equipment 
and so forth, exactly how it was made up. 

I submitted the organization chart with the salary range of every 
employee, showing how the personal services would be spent, which of 
course is $101,000 of $137,000 and how it would be spent by employees. 

I had asked this particular question to Mr. Samuelson and Mr. 
Beasley, of Interior, what items can I eliminate, because again just 
from a personal viewpoint I am not particularly interested in supervis- 
ing 21 people if I can do it with 20, because it means nothing to me. 

It is just one more employee that you have got a job with. 

Mr. Cuuporr. Mr. Krabach, would you let us have a copy of the 
letter that you sent to the legislature and a copy of your organization 
chart so we can put it in the record at this point without objection ? 

(These documents follow :) 





GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
Charlotte Amalie, St. Thomas, April 19, 1956. 
Hon. Walter I. M. Hopes, 
President of the Legislature of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


DEAR PRESIDENT Hopee: Enclosed is a statement of clarification concerning 
the requested amount of appropriation for the operation of the office of the 
comptroller for the fiscal year starting July 1, 1956. 

I would be happy to answer any questions that any members of the legislature 
might have with reference thereto. 

Thank you for your consideration. 

Sincerely, 
Ricuarp L. Kranacy, Comptroller. 


STATEMENT OF COMPTROLLER 


Suggested legislative wording given by executive department : 

“The following sums for salaries and expenses or so much thereof as may be 
necessary are hereby appropriated and allocated for the office of the government 
comptroller out of any funds in the internal revenue matching funds of the 
treasury of the Virgin Islands not otherwise appropriated for expenditure during 
the period July 1, 1956, to June 30, 1957, for the purposes hereinafter expressly 
named ;” 

Allocated 1956, $69,000. Estimated 1957, $137,000. 

In our budget presentation we would like to quote from the comments of the 
Comptroller General of the United States in his report to Congress concerning 
the operation of our office: 


FUNCTIONS AND RESPONSIBILITIES 


“The functions of the government comptroller as set forth in the revised or- 
ganic act include: 

1. Auditing and settling all accounts and claims pertaining to revenue, receipts, 
and expenditures of the government of the Virgin Islands. 

2. Advising administrative officials of failures to collect amounts due the 
government of the Virgin Islands, and report extravagant, execessive, unneces- 
sary, or irregular expenditures of funds or property. 

8. Certifying to the Secretary of the Interior the net amount of government 
revenues forming the basis for transfer of Federal funds to the government of 
the Virgin Islands. 
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4. Submitting an annual report to the Governor of the fiscal condition of the 
government of the Virgin Islands. 

5. Preparing such other reports as may be required by the Governor, the Comp- 
troller General of the United States, or the Secretary of the Interior. 

6. Making decisions on matters concerning the government of the Virgin Is- 
lands as submitted by heads of executive departments or by other interested 
parties.” 

The report of the Comptroller General went on to state: 


INITIAL PROBLEMS AND DIFFICULTIES 


“The government comptroller has been confronted with many problems and 
difficulties since the organization of his office in January 1955. At the outset 
the comptroller was faced with the problem of establishing an office under a 
new concept of governmental control for the Territories where there was no 
precedent either in law or practice. The revised organic act charged the comp- 
troller with certain responsibilities that were extremely difficult to accomplish 
because of the inadequate, inefficient, and antiquated accounting system used 
at the time the comptroller took office. As a result, the comptroller undertook 
to compile information from basic source documents in order to discharge his 
responsibility for verifying, auditing, and settling accounts. 

“To expedite placing in operation of an effective and adequate accounting 
system, the comptroller’s office took an active part in its formulation and installa- 
tion. On March 3, 1955, the comptroller approved the accounting system and its 
related procedures. The comptrolier’s office also installed expense distribution 
ledgers and allotment ledgers on April 1, 1955, and undertook to familiarize all 
departments with the new procedures prior to the effective date of the new 
accounting system. Although the new system was made effective July 1, 1955, 
it was neither fully operative nor satisfactorily functioning at the completion 
of our audit in October 1955. The lack of fiscal responsibility by the government 
has made it extremely difficult, and in cases impractical for the comptroller to 
effectively carry on his activities. 

“The staff of the government comptroller’s office at June 30, 1955, consisted 
of an administrative assistant, a secretary, and 2 audit supervisors assisted by 
4 auditing clerks. The top audit supervisor is designated as the special assist- 
ant to the comptroller. The personnel do not have a technical education and 
opportunity does not exist to train under the professional type of supervision 
required to carry out the important functions of the comptroller. The audit 
personnel have neither degrees in accounting nor public accounting type expe- 
rience, both of which appear to be necessary for the supervisory audit staff of 
the comptroller. Qualified leadership not only appears essential for the proper 
functioning of the comptroller’s office, but would benefit greatly the members of 
the present staff to develop their capabilities and advance their careers. On 
September 7, 1955, the special assistant to the comptroller was appointed acting 
commissioner of finance. The position of special assistant had been filled at the 
date of our departure from the islands, October 27, 1955, and the audit staff 
was functioning without top supervision. The comptroller was handicapped also 
by the lack of legal assistance. None of the present staff possesses legal back- 
ground and the comptroller undertakes the detailed local research work which 
should be performed by a competent legal assistant. 

“These initial problems and difficulties were taken into consideration in our 
review and evaluation of the activities of the government comptroller’s office. 
Our observation and suggestions which follow are presented for consideration 
in the further development and continued improvement of the office.” 


RECOM MENDATION 


“1. We recommend that the existing government comptroller supplement his 
staff with qualified supervisory auditors in order to efficiently and effectively 
discharge the audit responsibilities of the government comptroller. These super- 
visors should have technical training and public accounting type experience. 
Full consideration however, should be given to employing inhabitants of the 
Virgin Islands meeting basic requirements. Should suitable applicants not be 
available from the Virgin Islands, concerted effort should be made to attract 
the necessary personnel from either Puerto Rico or the continental United States. 
The supervisory auditors should train, guide, and counsel the other members 
of the staff in the proper application of audit techniques with the ultimate objec- 
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tive of the present staff assuming the supervisory positions at such time as they 
are properly trained, and vacancies occur. We do not believe that the office of 
the government comptroller can discharge properly its important audit respon- 
sibilities without the addition of qualified supervisory audit personnel. 

“2. We recommend that the government comptroller include in his staff an 
attorney to assist in research necessary for legal opinions, in order that the 
government comptroller may be relieved of the detail research work. More- 
over in the absence of the comptroller no one is now available for funishing 
legal services.” 

In an attempt to follow the recommendations as outlined we developed an 
organizational plan last November to implement this program. We could not 
put the program into effect due to lack of sufficient appropriation. 

For the coming fiscal year this program we estimate will cost $137,000. Our 
plans call for an increase in staff to a full complement of 21. 


Schedule of obligations by objects 








Actual, 7 Estimate, | Estimate, 
| months, | 1956 1957 

1955 | 
01 Personal services... | $47, 100 | $101, 318 
02 Contractual services : | 8, 500 | 8, 500 
03 Material, supplies 3, 200 6, 000 
04 Maintenance and repairs 2 | e 4 4, 600 
05 Other--. radia : idié-S3.m0 4, 200 11, 000 
07 Eaquipment..__........ sp thienan 4 . , ----} 6, 000 5, 582 
Total 28 aoe $66, 421 | 69, 000 | 137, 000 

| 





Mr. Motionan. What penalty or penalties in your opinion has the 
Virgin Islands government suffered by reason of your inability to 
properly per form the full functions of your office ? 

Mr. Kranacu. That would be rather difficult to appraise, because 
it would be an abstract thing. We have not checked, audited the 
expense. We don’t know what we might have found if we had. We 
have not been able—let me give you this one. 

I am trying to grope while I am answering there. We have not 
been able to make a check of the revenue- producing items in this 
island. 

Mr. Motiowan. You never have made that check ? 

Mr. Krapacu. No, sir. We requested, when GAO was here, that 

they do it, because I did not have the technical people, technically 
qualified people, with the proper educational background to do that 
job and so, when GAO was here, I said, “Now I have audited health, 
education, public works, public safety, 6 of the 9 departments, but of 
the 3 that I have not done, one has been finance, and the reason I have 
not done finance is that it requires what I would call a grade 11 or 
12 employee with that amount of experience and certainly with some 
public accounting experience to do that job.” 

And so they did make their particular check. Of course they only 
had 4 men here for 3 months, so it was only a superficial job. They 
could not do a comprehensive job even though they had three very weil 
qualified men plus a supervisor. It is still too big a job, to go 
through all of the finance department plus the tax dep: irtment to make 
what we call a comprehensive audit. That thing is going to take 
about 6 to 9 months to do completely. 

Mr. Mottonan. How many men would it take to do that? 

Mr. Krapacu. I would say four well-qualified men. By that I 
mean men of what I call grade 11 employees, which are $7,000, $7,500 
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employees, somewhere around that bracket, where they have a lot of 
auditing experience. 

Mr. Motionan. You said just a moment ago that you had not 
made any audit at all of that, but certainly from observation, you 
had noted some defects at least in the tax collection program here. 

What do you think might well develop from such an audit, an in- 
crease in the amount of your collections and a more efficient operation 
of your tax collection program ? 

Mr. Krasacu. | would say that it would probably show two 
things. We would get more revenue because, whenever there is not 
proper enforcement of revenue collections, the honest taxpayer pays 
his bill and the other guy just forgets to. 

Mr. Mottonan. That is the reason you have to have audits? 

Mr. Krapacn. That is right. So it would afford a more equal dis- 
tribution of taxes, and I have no opinion one way or another whether 
the trade tax as passed by the legislature is good or bad legislation. 

Nevertheless, since it is our legislation, it should be equally dis- 
tributed. If we are going to have a gross receipts tax of 114 percent, 
I think it very proper that every person pays 114 percent equally. 
And then I don’t think a good many people complain, but there are 
a lot, especially the business merchants who have to keep good sets of 
books because it is mandatory in a business. 

They pay it and maybe some of the others do not. Maybe if there 
were more rigid enforcement of that thing, and again that is some of 
the fault of our own tax collecting. I would say they do not have 
sufficient personnel. Possibly if there were sufficient audits, we may 
with the GAO report have enough recommendations that they can 
reorganize that department to give more help to our own revenue, but 
for any dollar that you spend on audits you usually get $7 back. 
‘That is about the ratio, 7 to 1. 

Mr. Mottonan. Of course any dollars that they collect here in the 
Virgin Islands means they get another matching dollar. 

Mr. Krapacnu. That is right; so it would be $2, but usually by 
proper enforcement you will find $7 of taxes that have not been paid 
that should have been paid for every dollar you spend on enforce- 
ment. 

Mr. Mottonan. That is all. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. I will pass for the time being. 

Mr. Jonas. Can you sum it all up and indicate to the committee, 
if you had full authority carte blanche to do whatever is necessary to 
put the books and the records and the controls in effect so as to get 
the government in these different departments on the islands in cur- 
rent shape, condition, and fix it so they can be maintained that way 
in the future, what would you recommend? What would it take to 
do that? 

Mr. Krasacu. As far as my department is concerned ? 

Mr. Jonas. Yes. 

Mr. Krapaci. I would need of course two supervisors to train my 
present people on audits. 

In other words, I have some very, very good native employees that 
are working, but they are handic apped because of lack of education 
and lack of eee e, so I would have to have someone that would 


90694—5.7——_18 








182 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


go out with those people and set up an audit program, and each de- 
partment would be different because there certainly is a different 
audit program for health than you would have for education and a 
different one for finance. So I would have to have I would say 21 
employees to do that job. 

Mr. Jonas. That is just to keep abreast of current conditions once 
they are made current. I mean what would be required, and what 
would, in a comprehensive audit of these departments, be required for 
you to know where you stand as of today ? 

Mr. Krapacu. That is correct. I was going to follow that through. 
I would need the 21 employees for 1 year, possibly 22 for the second 
year and then I should be able to cut down to about 17 employees 
from then on. 

The reason I need the one and as I explained in this memorandum, 
it is going to be about a 2-year proposition. I figured in 1957 we 
would have one group of employees because we are in the training 
process, we would possibly be overbalanced from what we call normal. 

In 1958, it might be a little higher. Then in 1959 and 1960 you 
should be able to cut down, and I would say that our normal comple- 
ment of employees and normal budget should be right around $100,- 
000 on an expenditure of some $6 million or $7 million. 

That should be normal after you have once gone through your 
training phase and gotten your local employees trained so that they 

can take over these big jobs. 

Mr. Jonas. But isn’t it true that you never will be able to get right 
on top of the situation and know that you have ev erything current 
until you make these comprehensive audits of the different depart- 
ments extending back over as far as records are? 

Mr. Kraracu. Until we get one complete go-round we would not 
have anything because we have got to get one complete audit of the 
151 various branches. After we once get that, then the next one we can 
do we have got something to compare, but until we get that first one, 
we have not anything to compare. 

Mr. Jonas. You do not know until you complete that—you may 
run into more than $100,000 of old bills that have been accumulating 
over the years? 

Mr. Kranacn. Let me give you an example. We checked our cash 
reconciliation on our financial statement which is part of the GAO 
report. We found that the general fund is short $119,000 from the 
book balance to our re te balance. In other words we took the 
amount of money that was available at the beginning of the year, we 
added to it all the receipts siesl we subtracted from it all the obliga- 
tions. That gives us a balance that should be on the books. We 
found the books are $119,000 short from what we say it should be. 
Now why is that? 

Mr. Cuuporr. You have more cash than you have on the books? 

Mr. Krapacu. We have got less cash than we have on the books. 

Mr. Cuuporr. Are you able to trace the cash and follow it ? 

Mr. Krazacn. There is not any way to reconcile it, sir; because 
there is no general ledger. Why is this $119,000 short? There can 
only be one of three reasons. Either the receipts have been overstated 
and thereby we have got more debits to our books than we have money. 

We found some of that, because what they do is get a canceled check 
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that was marked “insufficient funds,” they bring it back and then 
redeposit it and count it as another check, so that would overstate your 
receipts. 

The second thing is that our expenditures are understated, and that 
would cover just the thing—I don’t know whether this whole $100,000 
is posted because we would say the expenses are underposted but paid 
by the finance department. 

That would cause it. Then of course the third thing would be fraud. 

Mr. Jonas. Did you disclose this information to the committee of the 
legislature when it had its hearing on your appropriation ? 

Mr. Krasacu. No, sir. We did not have that particular financial 
report at that time. It was just finished since June 30. 

Mr. Jonas. Did you appear before the committee ? 

Mr. Krapacu. You mean the local committee ? 

Mr. Jonas. Yes, sir. 

Mr. Krapacn. Yes. 

Mr. Jonas. Did you go into these facts that you have disclosed this 
morning to the committee ? 

Mr. Krasacu. They did not ask me any of those questions. 

Mr. Jonas. How long were you before the committee / 

Mr. Krapacnu. Twenty minutes I would estimate. 

Mr. Jonas. You said yesterday you presented your organization 
chart and testified that you needed the one hundred and what was it— 
$118,000 ? 

Mr. Krapacn. $137,000, and as I wrote to the Senator, I submitted 
this letter and in my last paragraph said: 


In an attempt to follow the recommendations outlined we have developed ap 
organization plan. 


We said, 


For the coming fiscal year we estimate $137,000. Our plans call for an 
increased staff and we will be very happy to answer any questions that you have. 

The only questions as I recall in that particular session, which was 
an executive session, was where we were going to get the employees 
that we planned on hiring, and of course at that time I did not know 
because I had not contacted them. 

Of course we would get them, I think I said, wherever they were 
available at the cheapest cost. Naturally we are going to hire a native 
if we can find one qualified because we don’t have to pay his transpor- 
tation expense down here. That comes out of my budget too. 

Mr. Jonas. Were you questioned about your own salary? 

Mr. Krapacu. Yes, sir. 

Mr. Jonas. Did they advise you they were going to cut you down 
to $11,000 ? 

Mr. Kranacu. They did not advise me, no, that they were. I had 
been told they were going to cut it to $600 because that was what they 
were receiving, but that was a personal remark by an individual, so 
they did not go down to $600. They went down to $11,000. 

Mr. Motionan. Is that your salary now? 

Mr. Krasacn. No, sir; it is $12,500. The legislature did pass the 
bill though with an $11,000 salary for the comptroller, but when the 
bill came to us as approved by the Governor that language was 
stricken out, so as far as we were concerned our budget was sixty- 
seven-thousand-odd hundred dollars, $67,500, I believe it was. 
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Mr. Jonas. When you were engaged and employed to come down 
here, was it a $12,500 salary ? 

Mr. Krazacu. It is written on my Federal appointment schedule 
as signed by the Secretary of the Interior ; it says $12,500. 

Mr. Jonas. That is all. Oh, I did want to ask since he may not be 
back when we have the doctors here. I wanted to understand about 
that $13,000 check. 

Mr. Krazacu. It is still outstanding, Congressman. 

Mr. Jonas. That was a check issued by whom ? 

Mr. Krasacu. Issued by our finance department out of the general 
fund to the department of health to compensate for some of these 
matching funds. 

Mr. Jonas. Was that check outstanding and uncashed at the time 
they ran out of bread? 

Mr. Krapacu. Yes, sir. 

Mr. Jonas. And you said I believe it never had been cashed ? 

Mr. Krasacu. It is not cashed yet. We can’t find the check. 

Mr. Cuuporr. How long has it been since it was issued ¢ 

Mr. Krapacu. A year. 

Mr. Cuuporr. In other words they claim they never received it? 

Mr. Krasacu. The only thing I know is that I have a report from 
the finance department, so we can include it in our audit, that they 
have issued the check, and they wrote to the department of health 
asking why they did not cash it. 

Mr. Cuuporr. From what I have heard from the department of 
health, they are in very bad shape financially and they need every 
nickel they can get. I know if I was in the department of health 
and somebody sent me $13,000 and I did not get it, I would be back 
asking you to stop the check and give me a new one. 

Mr. Krapsacn. I would be grasping at the bit to get down there, 
not only to get a new check but I would grab the finance commis- 
sioner and take him to the bank myself to cash it. 

Mr. Jonas. The check has never been cashed and they have never 
received the money ? 

Mr. Krasacu. That is right. We do not know where the check is. 
We always get a report from the finance department on those things 
because when we would make an audit, a subsequent audit of that, 

“What happened to that money? What did you do with it?” 

Mr. Cuuporr. Did you look through all the drawers in the hospital ? 

Mr. Krasacn. I did not, sir. This is just a report from the finance 
department. 

Mr. Jonas. The books have to show then—where is the $13,000? 
Who has it? 

Mr. Krapacu. It reverts to the general fund. The department of 
health loses it because we have gone past the fiscal year. It is what 
we callastale check. The Government check says it can only be cashed 
in a certain period of days. If it is not cashed in the fiscal year they 
lose the money. 

Mr. Jonas. Do you know how it was transmitted to the department 
of health? 

Mr. Krapacu. According to the commissioner of finance they take 
everything over by messenger. Finance, whenever they deliver any- 
thing, usu: ally delivers it by messenger. 
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Mr. Jonas. Has anybody in health ever acknowledged receiving it 
or seeing it ? 

Mr. Krasacu. The only thing, as I said, is that they told them to 
look in their drawers, which might be similar to a check that was lost 
the month before, and possibly it might be in one of the files. 

Mr. Jonas. You mean lost once before in the department of health ? 

Mr. Krapacu. According to this letter, there was another check 
similarly found in one of the drawers someplace. 

Mr. Jonas. How much was that check? 

Mr. Krazacu. I don’t know, sir. That was the commissioner of 
finance’s statement. 

Mr. Cuvuporr. Now you have your new hospital administrator who 
has been sent to the States and trained. Was that hospital adminis- 
trator trained or appointed at the time the $13,000 was sent over ? 

Mr. Krapacu. I don’t believe so. 

Mr. Cuuporr. I think you will agree the new administrator, since 
she has been trained, will be able to avoid something like that in the 
future. 

Mr. Krapacu. I think, again, this is a personal view because I am 
not equipped to discuss the abilities or inabilities of the various depart- 
ment heads. I don’t think that is my function, but I do think that we 
needed better supervision in a lot of the departments. 

In other words, one man was trying to do too much. We had it in 
public works where there were not enough supervisors at a secondary 
level. You just cannot do it. One human being just can’t possibly do 
3 or 4 very major things. If you are trained as an engineer you can’t 
be expected to be an accountant. 

Mr. Cuuporr. From what my constituents tell me they want me to 
do everything. They do not want to give any authority. 

Mr. Krasacnu. For a doctor to be an administrator, also run the 
sanitation, be a psychiatrist all at one time, is asking a lot of one man. 

Mr. Cuuporr. You do think the hospital administrator training is 
a step forward? 

Mr. Krapacu. Definitely. A hospital is like a hotel. You have 
got to feed people, clean the rooms and change the sheets. When you 
practice medicine it is a little bit different. 

Mr. Moiitonan. Mr. Krabach, did anyone at the hospital ask you or 
the finance department to cancel that check and issue a new one? 

Mr. Krarnacn. The loss was not discovered until the end of the fiscal 
year. 

Mr. Motionan. In other words, it was an irretrievable item as far 
as they were concerned before it was reported ? 

Mr. Krapnacu. It was gone. 

Mr. Motionan. Now one other question. How much of the $115,000 
in cash deficit that you mentioned a while ago was represented by 
overstatement and how much of it by understatement, overstatement of 
deposits and understatement of obligations ? 

Mr. Krasacn. We have no way of knowing. 

Mr. Moitionan. None at all? 

Mr. Krasacu. No. We made our financial statement and we bal- 
anced our general fund. The general fund is made up of all of the 
departments that are financed. The only thing we know, when we took 
all of the obligations total from these various departments and took all 
of the receipts that go into the general fund, be those receipts to your 
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opening balance and subtract the obligations, you come up with a cer- 
tain balance and then we look at the balance in the bank and we are 
short. 

Mr. Mottonan. You mentioned the specific instance of these checks ? 

Mr. Krasacu. We have to find those and incidentally that was al- 
ready corrected. They were about $40,000. 

Mr. Motionan. That left you with only $75,000? 

Mr. Krapacu. No, that $40,000 was already corrected. I say that 
was an example. 

Mr. Motionan. Actually you were starting at $155,000? 

Mr. Krasacnu. That is right, sir, so we wound up with $119,000 that 
we found. We could not audit the rest of it because it would require 
an audit of every voucher that had been paid. Now the way that is 
going to be corrected, just for 30 seconds, the way that will be cor- 
rected in the future according to the manual is that when a bill comes 
in from the department of public works, which is 8069 account, they 
post that to the cash account as a credit and will post a corresponding 
amount debit to the 8069, so they will have what we call a double entry 
system. 

So when their trial balance comes out after this system is working, 
and it is beginning to, they will be able to check their credits of their 
cash against their debits to the expenses. 

Now that has to balance. We can take 8069, which is public works, 
I think that is the number, if it is not, my staff will rib me, you take 
the 8069 account and see what their total was and we can go to that 
department and look at their expense distribution ledger and their 
allotment ledger and see whether they spent the same amount of 
money. 

If they did not, we can audit it right there by spot check. The 
only way we can do it now since this 8069 account is not posted in 
the finance department, the only thing they post is the cash under the 
single entry system, the only thing we can do is take every one of 
these vouchers, separate them by account number and then balance 
them back and forth. 

It is not only an impossible task, it would be very impractical 
because it would take 50 or 60 people a full year to distribute all of 
those things. I don’t see how we could ever do it. 

Mr. Motionan. I don’t know how your presentation here this 
morning compares with the 20-minute presentation you made to the 
legislature on your budget. But having served in the legislative 
branch, I think all of us attempt to be very fair and very responsive 
to presentations such as you have made here, and I suspect that 
Senator Ottley has gotten a picture of this situation that he did 
not have in your original statement before his committee. I suspect 
that he will be more responsive on the basis of what you said this 
morning rather than what you said in the 20 minutes. 

Mr. Krapacu. Possibly I did not give them enough explanation 
when I was before them and maybe that was one of the reasons. 

Mr. Cuuporr. Do you have a question, Mr. Lanigan? 

Mr. Lanican. I have one or two. First I want to ask you about 
this business of certifying 

Mr. Cuuporr. Mr. Lanigan, would you yield at that point? Mr. 
Knox, I think, has a question. 
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Mr. Knox. Mr. Krabach, the requisitions that are issued to_pur- 
chase, do they provide for the invoices to be in triplicate or duplicate 
that are returned back to the Government from the purchaser ? 

Mr. Krasacu. The invoice that comes from the businessman ? 

Mr. Knox. The businessman; yes. 

Mr. Krazacu. I can’t answer that. Would you mind if I ask one 
of my own staff on that? Two copies of the invoice. One goes into 
the file and one goes back with the check to the businessman. 

Now that invoice must be certified as being corrected. You know 
the normal clause that is put on “I have certified the following mer- 
chandise has been delivered,” and so forth. 

Now when the department which received that merchandise re- 
ceives the invoice, the department head is going to his file, what we 

call the unliquidated obligation file, because when he gets the in- 
voice he should have an obligation when he ordered that merchan- 
dise, he should have obligated it, so he has got his purchase order. 

When they receive the merchandise, that purchase order is sup- 
posed to have an inspection report that they have received the mer- 
chandise, and whoever received it is supposed to inspect it to see that 
it is proper so that it is O. K. to pay when the invoice is received. 

So the person that receives that invoice goes to the file, pulls out 
the purchase order, sees that the purchase order agrees with the in- 
voice, sees that the merchandise has properly been received in good 
condition and then certifies it for payment. 

Then as soon as they do that, what they do, they take the schedule 
of payments and issue that to the Finance Department authorizing 
the Finance Department to pay that particular invoice in such and 
such an amount. Then they post that in their books as a liquidation 
of a previous obligation. 

Mr. Kwox. The commissioner of finance does receive a copy of the 
invoice for his files ? 

Mr. Krasacu. For his schedule of payments, not necessarily for 
his files. He tries to balance his cash, he would have a copy of every- 
thing, yes, sir. He would have a copy of the schedule of payments, 
not necessarily the invoice itself. 

Mr. Knox. Do you feel the invoices in duplicate are sufficient for 


the operation and the safeguarding of the Treasury of the Virgin 
Islands? 


Mr. hrapacu. I do, sir. 

Mr. Knox. You do? 

Mr. Krapacu. Yes, because every one of those invoices can be 
checked. We have what we call a decentralized system where each 
department head who orders the merchandise keeps his own invoices 
and has a complete record of every transaction. 

Now, the reason that we think that it is sufficient, if you had a 
centralized system you might do it a little differently but we go out to 
public works and they buy a new jeep. We w ant to question that 
particular item.. We are right there in the department with the per- 
son that made the requisition, that probably determined the need 
for the requisition, and then certified the amount to be paid. 

So we are all right there. Now, of course, in that particular in- 
stance, since it is a big amount, it would have been passed out by 
bid through the central supply office, Mario Lewis’ office, by bid, and 
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they would also have a copy of the bids. But there is sufficient con- 
trol with that invoice because all of your transaction is right there 
and we as auditors can go in and check that complete transaction 
from the original requisition from the department, whatever division 
it might be, the purchase order and from the invoice and inspection 
report, everything is right there. If it is not there, then it is up to my 
people to make a comment and take an exception as to why it is not 
there. 

Mr. Knox. You do not have a central purchasing agent then? 

Mr. Krapacu. We do have, yes, for certain things. We have the 
central purchasing agent. 

Mr. Knox. Above what amount ? 

Mr. Krapzacu. Fifty dollars. I am not sure about that either. 
Kither 50 or 10. I am not sure. I think it is anything over $50 
must be issued by bid. We can, on the other hand, if they pur- 
chase big supplies from General Services, we have a working ar- 
rangement with General Services Administration in Washington 
whereby we make purchases direct from them even though we are not 
part of the Federal Government as such, but we still have that work- 
ing arrangement with General Services that we can purchase them 
through a central purchasing agent, so we do get the benefit of the 
Federal Government purchasing rate. 

I think we still have it. General Services are a little bit out with 
us now, to follow through, Congressman, because we have not paid 
some of our bills to General Services. They said unless we pay them, 
they are not going to give us the service any more, but that is being 
corrected and that w ay we can get our purchase orders through them 
and we have another check. 

All of our merchandise is purchased through General Services, if 
possible, because it saves us about 40 percent. 

Mr. Knox. I would be inclined to believe you would not become in- 
volved again in the finding of $100,000 worth of purchase orders that 
had not been paid. 

Mr. Krazacu. If they will follow the manual, if they will follow 
the accounting system as outlined by the manual, there could be no 
excuse that there would ever be an invoice that was received in this 
Government that is not paid within 7 days. 

Mr. Knox. If they follow, Mr. Krabach. I understood you to say 
that they were limited to the amount that they may purchase without 
approval of the central purchasing department. 

Mr. Krapacn. Again, Congressman, even though it is a 5-cent item, 
that becomes a purchase order and they are supposed to bring it back 
to their accounting section and they are supposed to post it even 
thought it is a nic kel, even though it is for 10 gallons of gasoline. If 
they go out and sign a chit for 10 gallons of gasoline in a Government 
car, they are supposed to bring that back and obligate it. It all has 
to be there. It does not make any difference what the amount is. 
The manual covers every purchase and every obligation regardless of 
amount. 

The only provision against $50 is that it must take one more step, 
and that is that the individual can’t go out himself and buy a new 
jeep at any price he pleases. He must go through a regular pro- 
cedure. 
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Mr. Knox. Are there any penalties involved against the employee 
if they should neglect to deliver the purchase order to central pur- 
chasing, whether it be for gasoline or other commodities? 

Mr. Kranacu. No statutory penalty. The only penalty would be 
administrative discipline. 

Mr. Knox. Don’t you feel that possibly the employee should be 
obligated to make the payment and bring back the receipted bill? 

Mr. Kranacu. We have advocated for some time a comparable 
statute to title 31 of the Federal Code, which places a tremendous 

responsibility, as you probably know, on the certifying officer, that 
he is not only personally responsible for every obligation, but is crim- 
inally responsible if he fails to post an item that subsequently reverts 
into a deficiency appropriation. He is not only personally responsible 
but he is criminally responsible under the Federal rule. 

Mr. Knox. Is the organic act so lax that you are unable to impose 
those provisions in the Virgin Islands? 

Mr. Krarnacu. The answer to this is the Organic Act does not pro- 
vide it. Whether it should be in the organic a or whether it should 
be a local legislative statute 

Mr. Knox. You are spending mostly Federal funds, so therefore I 
believe it becomes a Federal responsibility to see that every dollar 
is accounted for. 

Mr. Krasacu. There is a difference of opinion on that, sir. Our 
local legislature does not consider funds after they are once trans- 
ferred from the Federal Government as Federal funds. They con- 
sider them local funds. 

In other words, Federal income taxes are considered local funds, 
and we consider them from a technical viewpoint the same way be- 
cause we match them, even though they are Federal. 

Mr. Knox. Well, in effect that is right. So are “ii” funds. They 
come down here and they are our matching funds. They are subject 
to appropriation by the local legislature so they are not subject. to 
appropriation by the United States Congress. In that viewpoint it 
is local. It would be another viewpoint that they be Federal. So 
the penalty could be applied by the local legislature as well as the 
imposition of title 31. 

Mr. Kraracu. I think if a Federal officer such as the Governor 
or the Government Secretary would do that with his own Federal 
appropriation, I do not think there is any question that he would be 
responsible under title 31, but it would be rather difficult to make it 
chargeable against Mr. Ottley as the certifying oficer for the legis- 
lature : you can’t make title 31 applicable to him when he is dealing 
strictly with local funds. 

We could in the case of matching funds make title 31 applicable. 
That would be a matter of opinion as to how Congress wanted to con- 
trol it. Either way would do it but we have none at the present time. 
The only penalty we have at the present time is administrative 
discipline. 

I don’t know of anything else that would be criminal. In fact 
I am not even so sure we could collect the money back. We say that 
we can and we have them bonded but I don’t know what would ever 
happen in a lawsuit if we ever tried to do it. 
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Mr. Knox. Have you any recommendations to make in order that 
we may have a better accounting of local funds that we are matching 
with Federal funds, as far as requisitions are concerned ¢ 

Mr. Krapacu. From a legislative viewpoint, no, sir, I don’t have 
any recommendation. I think that we have made vast strides in the 
last 2 years. We have gotten an audit program. It is not satisfactory. 
I am not pleased with it. I don’t think anyone else is. But we are 
moving, and those things take quite a period of time before people 
get used to them, to where they can use an auditor to an advantage, 
rather than try to resist him. 

But that is education. I don’t know that you can legislate responsi- 
bility. A person either is or he is not and that is a matter of education. 
I think we are coming. I notice our departments, I think, are a lot 
better than they were. I would not have any recommendations from 
a legislative viewpoint. 

Mr. Knox. That is all. 

Mr. Cxuuporr. Mr. Minshall ? 

Mr. Mrnsuatt. I pass. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Lanigan ? 

Mr. Lantean. I think your testimony indicated that some of the 
difficulty may flow from lack of persons trained in accounting or 
bookkeeping procedures in the departments of the Government here. 

Could you tell us briefly to what extent your accounting system is 
centralized and to what extent it is decentralized ? 

Mr. Krapacu. The only decentralization of accounting system that 
we have in the departments, the only accounting function they have 
is the actual posting of allotment ledger. By that I mean this: we 
have an allotment ledger that every obligation, when it is made, must 
be posted to the ledger. That is nothing but an addition and sub- 
traction problem. You buy something for $10, you have got a thou- 
sand dollar allotment and you wind up with $990 unobligated. Then 
when you get the invoice in, you just post the $10 against the obliga- 
tion and you still have the $990, because you have just paid an obliga- 
tion. That is more of a bookkeeping problem than it is an accounting 
problem. 

Now from that allotment ledger, they must post what we call an 
expense distribution ledger. When that invoice comes in—it is what 
we call an audited voucher then—they check it and audit it themselves, 
they post it to this expense distribution by category, whether it be 

ersonal services, material and supplies, the various categories, which 
is the same as you have in the Federal Government. 

So that is the distribution of these expenses by category. Again 
that is nothing but a bookkeeping job. It is not an accounting job. So 
that is all we have in the department. Of course the filing and the 
proper indexing in the department is a requirement. 

Now that does not necessarily require a CPA to do that work in the 
departments. From then on it goes to the finance department. That 
is where we need our trained accountants in the finance department, 
because they not only get the invoices to pay but they have the treas- 
ury department that disburses all of these schedules of payments and 
makes the checks. 

They disburse all the payroll. Of course they account for all the 
receipts. That is one phase of your accounting section which does 
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require an accountant because you have your main ledger accounts 
as we call them, our asset accounts which are your cash and they 
must reconcile that with the bank, their bank balance, and the cash. 

From there they go up to what is called the accounting section which 
is your general ledger section. Now it is their responsibility to post 
all of those items so the various expense accounts balance with the 
cash disbursements. There are about 2,000 of them. So there again 
it requires an accountant, because you have a distribution problem 
that is quite serious and quite complex. “gt 

So really our accountants are needed in the accounting section, in 
the treasury section and in your budget section, because your budget, 
now in the third phase, is responsible for m ing up a budget for 
every one of the departments and tying that whole thing in, and he 
has to have enough statistics available to him either by charts or 
whatever manner he uses to determine his anticipated revenue. 

In that way he can tie in his anticipated expense with his anticipated 
revenue and arrive at a budget that he submits to the legislature that 
makes sense. Then he must follow that as the year goes along to see 
that his anticipated revenues are meeting what he unbieipeted, if his 
revenues are actually meeting that because, if they are not, he has 
immediately got to advise the Governor to reduce the allotment be- 
cause we cannot spend more money than we have received. 

Mr. Lantean. The budget section is in the department of finance? 

ae Krapacu. At the present time it is in the department of insular 
affairs. 

Mr. Laniean. Do you think that any efficiency could be gained 
and possibly saving made in trained personnel and in money, if the 
functions that you have described as being carried on in the different 
departments were centralized in some other department? 

For example, if every department, instead of keeping its allotment 
ledger, sent its vouchers or its orders or whatever you call them to a 
central office and have that office maintain both the control and the 
record, do you think there would be any overall saving in expense 
and trained people? 

Mr. Krazacu. We discussed that proposition quite at length when 
the system was written. We used to have a centralized system here. 
It has only been in the last 2 years that we decentralized it. Of course 
normally centralization is more efficient, because you can do things 
by machine rather than hand posting. But on the other hand, some- 
times you lose efficiency because it takes more time to check an error 
with a person who is unfamiliar with the transaction. 

Mr. Lanican. You lose control too, don’t you? 

Mr. Krapacn. That is what I was going to say. 

The second thing you do is lose control. So we kicked that thing 
around for at least 2 weeks. As I recall it the Interior Department 
man was very much in favor of centralization. The GAO man was 
very much in favor of decentralization, and I was trying to get the 
two of them to fight so that in the argument out of that, we might 
get some sense. 

Eventually after 2 weeks of discussion and a fight of principles, 
not of personalities, we all 3 agreed that we would get better control at 
a lesser cost on a decentralization plan—at least for this interim period 
it certainly is going to take 5 years—than we would any other way. 
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At least that was the consensus of the three men who were writing 
the system. 

Mr, Lanican. Has your experience since that time indicated to you 
there would be any merit in reexamining this problem of centralized 
versus decentralized control? 

Mr. Krazacn,. At this time, and again we have had the GAO man 
back that wrote the system, I think that portion of the thing is the 
only thing that was working properly. 

The decentralized system, we were all very pleased with. In fact 
it worked out much better than we thought it would work out. That 
portion of the system is working what I would call 90—percent satis- 
factorily, and that is very, very ‘good, realizing that this is something 
new. Even in private business, if you can get a new system to work- 
ing in a year’s time, you are doing an excellent job. 

Mr. Lanicsn. When you make an audit of a particular department, 
let’s say the department of public works, to what extent does your 
audit include an inventory or the check of an inventory, the require- 
ment of an inventory to determine that supplies which have been 
ordered and have been certified as having been received are actually 
received and that supplies that have been there have not been dis- 
sipated ? 

Mr. Kranacu. Up to the present time our audit has not included 
actual inventory of items, although I think that we should, if we had 
the proper staff again. 

I think that we should at least spotcheck our inventories. The 
only thing we have restricted it to is resources, again because of 
lack of personnel. When we go out to the public works department 
to make an audit, usually there are two people. That is rather small 
when you figure that the public works department is a million-dollar 
operation that covers everything from the operation of the harbor 
department, night soil removal, road maintenance on three islands, 
it is rather difficult. 

What we have restricted our audit to is inventory procedures, 
whether we thought that their procedure for controlling their in- 
ventory met minimum standards of control, and then we commented 
on their procedure, that this inventory of stores, their procedure was 
not adequate to maintain a control as to whether or not they have 
got the pipe they should have. 

Mr. Pincus. Did I understand you correctly that you have not 
audited the finance department? 

Mr. Krasacu. That is right. 

Mr. Pincus. So that you have no inventory of money either. In 
other words, you have not gone and checked to see that at any par- 
ticular moment, like when you go into a bank to make an audit, that 
the money is there? 

Mr. Krapsacn. Well, we have done this: In making our financial 
statement, we do check with the bank to see how much money is there. 
ne get a certified statement from each of the banks signed by the 

ashier or the responsible officer as to the amount of money in each 
of the funds. 

We not only have our general fund, we have a matching fund and 
then we have trust funds, we have agency funds, we have got enterprise 
and revolving funds. 
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There are seven various big checking accounts. In each one of 
those big checking accounts there are some funds. In fact, when we 
first wrote this sy ystem there were over 600 checking accounts. 

We have combined those down to seven. For instance, trust ac- 
counts have possibly 100 different trusts, so each of those have to be 
reconciled, 

We know how much is in the trust account total but we do not 
necessarily know the distribution is correct in between all of the 

various funds but we know how much is in the bank and our finan- 
cial statement shows that, as to what it is. 

That is the way we determine the unreconciled difference. This 
is how much you should show on the books, this is the amount that is 
actually in the bank, which is a reconciled amount. Now it has only 
been in the last 3 months that the finance department has been able 
to reconcile their books with the bank. 

Mr. Pincus. It does balance now ? 

Mr. Kravacu. Well, at least it reconciles with the bank balance. 
They are reconciling it and determining an unreconciled difference. 
For 9 months they never even reconciled the banks, but they have 
been able to in the past——— 

Mr. Pixcus. They know now where the discrepancy is? 

Mr. Krasacu. They know how much it is over and they know that 
the bank balance is correct because even if the bank made a mistake 
before, we would never be able to find it. When we first came here, 
one account had a $200,000 balance and a $400,000 shortage. 

Mr. Pincus. Whose amount do you go by then! You have to ac- 
cept what the bank tells you if you can't work out the discrepancy. 

Mr. Krapacu. There is not any more money than is in the bank, 
that is for sure. It is possible that the bank makes a mistake, but it 
is just like saying an adding machine makes a mistake. It is usually 
the guy operating it that makes a mistake. The bank very rarely does. 

Mr. Cuuporr. Mr. Lanigan, it is now 10:30 and I might find my- 
self in a position where we have to work out an agreement on time 
because we are never going to get finished. I would like you to try 
to close with the witness in the next couple of minutes. Of course the 
members might have a question or two. 

Mr. Lanican. I just have 1 or 2 more questions. I think you stated 
you were now concentrating on auditing expenses and not doing much 
in the way of auditing income, although it takes about 10 times as 
much work to audit expenses as income. When in your estimation 
is a certification of income for the past fiscal year going to be forth- 
coming so that matching funds can be secured ¢ 

Mr. Krapacn. Certification is already in. It has been in. It was 
certified to the Secretary of the Interior the latter part of October, 
the first part of November. 

Mr, Lanican. And there is no further certification for matching 
funds necessary until next year? 

Mr, Krapacu. That is complete for this year. We won’t have a 
requirement to do that again until next year. Now the reason we did 
that, Mr. Lanigan, although I say we were not auditing receipts as 
such, that is an operation that maybe there would be a difference of 
opinion as to which would come first, but if we did not certify, the 
government comes to a halt and there comes to a practical element 
that you just have to do certain things. 
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Mr. Lanican. That is what I was worried about in your statement. 
I wondered if that function had been—— 

Mr. Krasacu. I suppose personally we could have said we are never 

oing to certify because we don’t have enough money, but you can’t 
fring a government to a halt even though possibly certain other things 
are not dine. 

Orderly government has got to continue whether you have got the 
law with you or you don’t. So we went ahead and made our certifica- 
tion and we did thereby make an audit of the revenues required for 
certification. That is most all the income of the government, but we 
did make that certification. 

I have the certification here. It was made and was audited by the 
General Accounting Office for fiscal year 1956. Certification is $2,- 
469,426.17. The General Accounting Office audited it and according 
to their report they found one mistake of 100-and-some dollars so that 
was pretty close. 

Mr. Lanican. There is one item in the 1955 report of the Comptrol- 
ler General on the Virgin Islands which I was not quite sure about. 
The Comptroller General speaks about an appropriation of $400,000 
for the Virgin Islands, and then the Bureau of the Budget allocated 
$300,000 and retained $100,000 in a budgetary reserve. 

Then the report goes on to state that after the organic act passed, 
the government of the Virgin Islands had expended about $199,000 
of this and the balance of $200,334 including the budgetary reserve 
was utilized by the Department of the Interior to finance increased 
pay costs under the provisions of the act of June 30, 1955. 

he legislative history of either act does not indicate congressional 
intent to repeal or supersede any part of the other act. Are you 
familiar with that? Can you explain what occurred there? 

Mr. Kraszacu. That is Federal of course, Federal appropriations, 
so it is outside of my territory, although we did make a superficial 
audit on the thing, because we found that there was $199,000 to be 
exact obligated out of $300,000 that had been allotted, and the com- 
missioner of finance at that particular time forgot to draw the other 
hundred thousand dollars. 

Again it was available from the Department of the Interior and 
had been allotted to the local government. That was incidentally 
2 years ago. 

Mr. Lanican. Was that money then used for Interior Department 
pay raises ? 

Mr. Krapacu. That is something that would have to be checked in 
Washington because it was done in the Department of the Interior. 
We would have nothing to do with it. The only thing we would have 
to do with it is the money that was used here for the payment of those 
salaries that were paid out of the Federal appropriation. 

Mr. Lanican. All you know then is you got $199,000 ? 

Mr. Kranacu. We got $199,000. We had an allotment of $300,000. 
We had $101,000 unexpended allotment at the end of the fiscal year. 
It was converted back to the Federal Government and what happened 
to it up there, that is up in Washington and I would not check it. 
That would be a detail of GAO. 


Mr. Cxuporr. Mr. Knox, do you have any further questions? 
Mr. Jonas? 
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Mr. Jonas. No, I do not think so, except I think in this GAO report 
there was reference made to what happened to that balance. 

Mr. Krasacu. I was going to say I think it does state in the GAO 
report, and that would be their responsibility to audit it, not ours. 

Mr. Jonas. I don’t recall what it said but there was some reference 
to it. No questions. 

Mr. Cuuporr. Mr. Minshall ? 

Mr. Minsuatu. No, I think Mr. Krabach has done a very excellent 
job since he has been here under very trying and at times very ad- 
verse circumstances and I am sure his testimony is going to assist the 
subcommittee in making a very excellent report. 

I personally am going to take great pride in reporting to my col- 
leagues, especially from Ohio, the fine job that another Ohioan is 
doing down here on St. Thomas, especially Senator Bricker and Con- 
gressman McCulloch. 

Mr. Motionan. I think he got much of that training in West 
Virginia. 

Mr. Cuuporr. Mr. Krabach, the subcommittee is really indebted 
to you for your fine presentation. I am sure that due to many of the 
things we have learned today, we may be in a position to recommend 
some legislation to solve these problems. I am sure that the people of 
the Virgin Islands will certainly benefit from what you have told us. 

Thank you very much. I don’t think we are going to need you but 
if we do, I guess you are available ? 

Mr. Krapacu. I am right across the street, sir. 

I want to thank you for the kind consideration of the committee. I 
appreciated the questions and certainly Mr. Pincus and Mr. Lanigan, 
who were in my office, were gentleman, and I appreciated the way 
that they asked their questions. 

Certainly if there 1s anything that we or our office can do or any 
information financially that we can give you, we would be very 
happy to make any statements that are required. 

Mr. Jonas. Mr. Chairman, I think he ought to stay here while the 
Senator testifies. Something might come up. 

Mr. Krazacu. I will be very happy to. 

Mr. Jonas. He is going to talk about that very point. 

Mr. Cuuporr. I think if you want him to stay he can. The onl 
thing is, I did not want to just close up his office. I think he has 
been here for a couple of days and I think he has some work to do. 

Mr. Jonas. I don’t want to require him to stay. 

Mr. Krapacu. I will be very happy to. My office can function 
better without me than with me. 

Mr. Cuuporr. If that is the situation, I think you ought to stay. 
The next witness is Senator Ottley. Senator, we asked you to be 
here this morning because of probably the answers of Mr. Krabach 
in advising us that he had sent to the Legislature of the Virgin 
Islands a budget for personnel and that that budget was not given 
to him in full and he felt that in view of that fact he could not prop- 
erly operate his department. 

Since you were the chairman of the committee that handled that 
bill, that appropriation bill, and had the hearing, Mr. Jonas and 
myself thought it would be well for you to tell the committee the 
reasons for your action. 
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If you want to proceed with a statement before you are questioned, 
why you may do so. 


STATEMENT OF EARLE B. OTTLEY, CHAIRMAN, FINANCE COM- 
COMMITTEE, LEGISLATURE OF THE VIRGIN ISLANDS 


Mr. Orriey. My name is Earle B. Ottley, chairman of the Fi- 
nance committee of the Virgin Islands Legislature. You can very 
well appreciate the fact, Mr. Chairman, that it is not possible for the 
Virgin Islands Legislature, not even the Congress, to please every- 
body. All the departments make various requests. The Governor 
sent down to the legislature his budget for the present fiscal year, 
and it was referred to our committee for hearings. We called in all 
of the department heads, all the heads of agencies. 

In some cases we held hearings for several hours. In some cases 
we held hearings only for a few minutes, depending upon the time 
we had available. 

At that time, there was a great deal of alarm in the commmunity 
with respect to the health and education problems here. We had a 
situation at the hospital which you just made reference to where 
the patients went without bread for several days, where there were 
not sufficient solutions for the performance of operations, where 
generous private citizens had to make contributions in order to pro- 
vide certain supplies to the hospital, where nurses had to go without 
transportation at night, where several wards did not have sufficient 
nurses to supervise them, and many other things that came up. 

We had in education the problem of books and of classroom space 
and dilapidated buildings. So we thought in our responsibility to 
our constituents, it demanded that we adopt a system of priority 
where we put first things first. 

Naturaly since we operated within a limited budget, we do not have 
enough money to give every department everything that they ask 
for. 

Subsequently we appropri: ated in a budget for the department of 
education that was $133,000 more than was requested by the Gov- 
ernor, in order to take care of the ills that presented themselves. 
We appropriated $58,000 more for the department of health than the 
Governor estimated. 

Therefore there was not enough money to go around in the other 
departments. We looked into the office of the comptroller. We had 
Mr. Krabach there. The last fiscal year we had appropriated a sum 
of $69,000 to run his office. We had him in during that fiscal year also 
and asked him how much money he needed and he said he needed 
$69,000 and he got all that he asked for. 

During this fiscal year we did invite him in and he made a request 
for $134,000. We had heard and we had investigated, had made an 
attempt to investigate, certain practices that we understood had been 
occurring in the office of the comptroller. 

There were some complaints about expenditure of funds for pur- 
poses that the legislature did not authorize. We attempted to in- 
vestigate during last year, the last fiscal year and this fiscal year 
some of those practices, and we were stopped. , 
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Our committee was told by the Governor and by Mr. Krabach 
that he was a Federal officer and we had no jurisdiction over him, 
even though we appropriated the money. 

Subsequently of course the matter went into the district court. 
The distriet court has ruled in our favor, that we had authority to 
hold an investigation after the legislature is not in session. Of 
course the administration has appealed it and therefore the commit- 
tee is still not able to function. 

We had in mind, for example, what Mr. Krabach mentioned here, 
that we asked him about where he was going to get some personnel 
from. Just a few months before that time an attorney was brought 
in here without anybody’s knowledge, without at least the legisla- 
ture knowing anything about it, and was paid $500 a month in addi- 
tion to $9 a day for p: art-time work. 

We thought that was not a necessary duty and we thought that 
to give him more money might result in expenditures of that type. 

So we figured that we were doing the right thing to our constitu- 
ents, to the people of the Virgin Islands, by using the limited funds 
we had for health and education, in other words putting first things 
first. 

I am not too sure that some of the things that Mr. Krabach said 
today were not a little exaggerated because we heard some of those 
things ourselves and we « called in the former commissioner of finance 
when we heard about the shortages of funds and so on, and the state- 
ment that we got from the former commissioner of finance did not 
corroborate some of the things that Mr. Krabach said. 

For example, he said that msofar as the shortages were concerned, 
that it was an error that was quickly found before Mr. Krabach 
got there, and that many of the problems that he raised were ex- 
aggerations and so on. 

We did not look fully into that because at the time Mr. Krabach 
said he wanted time to set his office up. It was new. He and the 
commissioner of finance would get together to work on these differ- 
ent problems. It was the feeling of our committee that rather than 
have an agency that started with $69,000 one year, the next year 
$134,000, possibly the next year $200,000, and have an agency that 
grows like an army, that the best solution to the problem would be 
if Mr. Krabach needed a large st: aff to get started, that he attempt to 
get a temporary team in here for 3 months, 6 months as the case might 
be, after which they can go hack from whence they came and he 
would have his yiophial staff of a dozen people which he considered 
to be adequate 1 year hence, previously. 

We felt that the General Accounting Office that had experience 1n 
this field, that had been sending teams down here from time to time, 
was the best agency to do that type of operation. Therefore we sus- 
pended any action on his request for this doubling of his appropriation. 
We said: If you can do an adequate job just a year before with 11 
people at $69.( 100, it seems to us that there was no emergency existing 
and that there was a real emergency existing in the case of the depart- 
ment of health and the department of education.” That is my general 
statement, Mr. Chairman. Hs 

Mr. CuuporFr. Senator Ottley, one of the best things that the 
Congress of the United States ever did for the United States of Amer- 
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ica was to establish the General Accounting Office, and that was estab- 
lished because the Congress felt that there should be a watchdog on the 
executive departments, and not only did it establish the Comptroller 
General but it also established this committee. 

It used to be the Committee on Expenditures in the Executive 
Departments. We subsequently changed the name in the Reorgan- 
ization Act to the Committee on Government Operations. 

You will find as you go along that the most important part of gov- 
ernment is how you get enough money to run it and what you do with 
the money after it is received. 

The people of the Virgin Islands have chosen you and your col- 
leagues as their elected representatives to determine how much money 
each department of the government of the Virgin Islands gets. 

I am just as much in favor of good health as you are. I am just as 
much in favor of education as you are. But I am also interested in 
seeing that the money is properly expended, in accordance with law, 
and you just cannot do that unless you spend some mony to set up a 
department to do it. 

Now if you feel that Mr. Krabach’s office is a Federal office, I am sure 
that you would not have any objection if Mr. Krabach had 100 
employees, provided it did not come out of Virgin Islands funds, isn’t 
that true? 

Mr. Ortiey. Mr. Chairman, you will appreciate the fact that you 
have a limited amount of money. You cannot permit a department 
that you do not consider as essential as another dapattinnes to get all 
the money, where you have existing problems, pressing problems, and 
when you are not convinced yourself that the need for doubling the 
expenditure really exists. 

As I said before, Mr. Chairman, Mr. Krabach did an excellent job 
the previous year with $69,000. He made a certification of funds; 
he audited certain departments; he made certain audit reports, and, 
incidentally, none of those reports were ever submitted to the legis- 
lature. 

We heard reference just now to the fact that the United States 
Accounting Office is an arm of the Federal Government, an arm of 
Congress, and of course the Comptroller’s Office here does not have 
that same role in the Virgin Islands that it has in the United States. 

Nevertheless it seems to me that it would help the legislature if the 
comptroller, whenever he goes into a department or agency and makes 
an audit, would submit to the legislature a copy of that report, be- 
cause it seems to me that it would help the legislature in making 
appropriations and making investigations of appropriations. 

Mr. Cuuporr. Did you suggest that to the Subcommittee on Terri- 
tories when you testified on the organic act, that not only should the 
comptroller of the Virgin Islands send a copy to the Secretary of the 
Interior but also send you a copy ? 

Mr. Orriey. If I suggested it? No, Mr. Chairman. When Mr. 
Krabach testified I was not on the panel at the time. 

Mr. Cuuporr. Do you think that ought to be in the organic act? 

Mr. Orriey. I think it would be helpful. 

Mr. Cuuporr. You heard Mr. Krabach testify that he did the best 
he could with what he had, and that there were a lot of audits he 
could not make because he did not have the personnel to do it, and, 
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secondly, if he had enough local personnel, they were not competent 
to do it because they did not have the necessary training and experi- 
ence and background to do it. 

He seems to think that his supervisory auditors, who train the 
people in the Virgin Islands to work in that department, could even 
actually become expert auditors in that field. You know you cannot 
do that without any funds. Don’t you think that he was justified in 
asking for these funds? 

Mr. Orriey. Mr. Chairman, would not it have been a better pro- 
cedure if Mr. Krabach needs a team of experts for a brief period, 
6 months or as the case might be, as he said 9 months, for him to 
attempt to arrange to get those from the General Accounting Office, 
men who have come in here in the past, men who are familiar with the 
setup, who are trained in these particular technicalities and_ have 
them come here for that training period, rather than to establish a 
budget. 

You know as a Congressman that once you have passed a budget for 
a department it hardly ever decreases. It just builds up and builds up. 

Mr. Cuvuporr. No, that is not true. If you go through the history 
of the United States, it does not build up. 

Mr. Orriey. Not the history of the Virgin Islands. 

Mr. Cuvuporr. I want to say this to you: that in Congress we oftimes 
cut the military, which is a very essential department, especially 
these days, to such a point where we had to practically cut down our 
civilian personnel in the Philadelphia Naval Shipyard from some- 
where around 23,000 to about 2,000 people. That is what you call a 
reduction-in-force, and it is quite a hardship but when we have to do 
it, we do it. That is our responsibility as Members of Congress. 

Sometimes we do not agree in these things. We debate that out on 
the floor. The majority, of course, rules. I do not want to scold you 
and I am not attempting to scold you. We are here for the purpose 
of doing everything we can possibly do to help the Virgin Islands. 
But I say that one of the most important functions of government is to 
see to it, and you are under a duty when you are elected as a senator 
to your local legislature, you are under a duty, you are in a fiduciary 
relationship to see to it that the money is properly collected and the 
money is ~~ spent. 

Now, you feel that the General Accounting Office ought to send in 
their own auditors to do this, rather than have a comptroller? 

Mr. Orriey. No, no, I am not saying that. I am saying that the 
comptroller’s duties could be supplemented, and it is being supple- 
mented by officers from the General Accounting Office. They send 
in every now and then a team of experts. I say that that situation 
could be continued. I do not believe that we should have an army of 
people who will simply have work to do for 3 months, and for 9 months 
of the year, they have nothing to do, or very little to do. 

Mr. Cuuporr. Do you believe, Senator, we ought to abolish the 
office of comptroller of the Virgin Islands? 

Mr. Ortiry. No, sir; I am strongly in favor of having the office 
of the comptroller, but I do not believe that it should continue to be 
set up as the organic act now provides. I believe that it should be as 
proposed before the Joint Committees, that this office should be under 
the General Accounting Office rather than under the Secretary of the 








200 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Interior. But there is no question that the work that it is doing is 
essential. — 

Mr. Cuvporr. Isn’t it true that in the long run what you are trying 
to do is take the money that the comptroller general might use in 

carrying out his office and use it in other departments? 

You would not care if they sent a thousand auditors and account- 
ants down here to the Virgin Islands provided %# did not come out 
of your funds. Isn’t that right? 

Mr. Orruzy. We have to. pay for it. It seems to me it would be a 
temporary expenditure. It would not be an expenditure that you are 
saddled with year in and year out, when you are convinced that the 
work that is being done by these people i is not a full time job. 

Mr. Curvporr. In other words, you would agree that even if we had 
to send a team of experts from the General Accounting Office down 
here, you would be willing to charge that as a credit ag: ainst mate hing 
funds? 

Mr. Orttey. That is right. 

Mr. Cuuporr. That is all. Any questions, Mr. Mollohan? 

Mr. Motionan. Except you understand, do you not, Senator, from 
what Mr. Krabach said a moment ago, that in the 1956-57 year, he ex- 
pected to have 21 employees, in 1957-58, 22, and then drop back to 
what he anticipated being a normal number necessary to carry on 
the proper functions of his office to 17. Did you understand that ? 

Mr. Orrtey. I understood that, sir. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Mr. Ottley, section 17 (b) through (i) of the revised 
organic act, the act requires the comptroller to audit and settle all 
claims and claims pertaining to revenues, receipts, and expenditures 
of the government of the Virgin Islands. That is your constitution, 
is it not? 

Mr. Orriey. That is right. 

Mr. Knox. You would not attempt to sabotage your constitution, 
would you? 

Mr. Orriey. Not by any means. 

Mr. Knox. By not appropriating sufficient funds for the auditor to 


do the job which the organic act provided for and which the C ongress 
directed. What would that be then? 


Mr. Ortr.iey. That is a controversial matter, Mr. Knox. You can- 


not say that because the President sends to the C ongress a request for 


$1 million and you only appropriate $500,000, that you are sabotaging 
anything the President has requested you to do. By the same token 
when the Governor sends an appropriation here for $134,000 and we 
only appropriate $70,000, you cannot charge anybody with sabotaging 
that program either. , 

Mr. Knox. You are aware of the fact that if there is no certification 
here, or certification officer here, that you will not even receive your 
matching funds, are you not? 

Mr. Orriey. We did not take any action, Mr. Knox, that would 
close the comptroller’s office. As I said, we passed substantially, vir- 
tually the same amount that the comptroller asked for during the pre- 
vious fiscal year. 


Mr. Knox. You heard the testimony of Mr. Krabach ? 
Mr. Ortiey. I did. 
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Mr. Knox. That due to the funds that have been appropriated for 
his office, he would have to close it as of July 1? 

Mr. Ortiey. I did not think Mr. Krabach said that. 

Mr. Knox. I believe Mr. Krabach did say that. 

Mr. Orttey. I don’t think he said that he would have to close his 
office. 

Mr. Knox. Mr. Chairman, I should like to ask Mr. Krabach if that 
is a direct quote from your statement that you had sufficient funds to 
operate until July 1 and you would have to close your office. 

Mr. Kranacu. Not to close it directly but I would not be able to do 
all the functions. I have enough to pay my own salary and the eight 
members of my own staff. 

Mr. Mottonan. That is your staff at present, isn’t it? 

Mr. Krasacn. That is right. 

Mr. Knox. That comes within the framework of the $67,000 ap- 
propriated # 

Mr. Krasacu. That is right. 

Mr. Knox. There is no hint of the necessity of closing your office 
under that budget ? 

Mr. Krarnacu. Oh, no. 

Mr. Cuuporr. Is July 1 the end of your fiscal year? 

Mr. Kraracn. Yes, sir. 

Mr. Cuvuporr. Of course there will be another session of the legis- 
lature in April. Is that right? 

Mr. Krarnacn. That is right. 

Mr. Crruporr. And you may do better or worse as a result of that. 

Mr. Knox. I have before me the General Accounting Office report 
for 1956. 

Mr. Cuuporr. Mr. Knox, where did you get that? 

Mr. Knox. It was handed to me yesterday evening. 

Mr. Cuuporr. I mean who gave it to you? We don’t have it, so 
that is why I am amazed. I thought it was in preparation. 

Mr. Knox. Mr. Krabach showed me a copy last night. It came in 
yesterday I believe as Mr. Krabach indicated to me. 

Mr. Cuvporr. I want to say this to you, Mr. Knox. I do not want 
to get into any controversy here. We are going along wonderfully 
well but I think the General Accounting Office is under a duty to 
submit these reports to the Committee on Government Operations 
and that any employee of any office who has an advance copy should 
with all due respect to the chairman of this committee give him a 
copy, too. 

Mr. Krasacn. Mr. Chairman, I think I discussed that with you 
last night. I received it at 4:30 last night. 

Mr. Cuvporr. You told me you got something from him for your 
comments but I did not know you had anything in writing that you 
were going to hand to certain members of the committee and not give 
to others. 

Mr. Knox. Mr. Krabach did not hand me the report. 

Mr. Cuvuporr. Let’s find out where it came from, since you raised 
the question. 

Mr. Knox. I do not hesitate to tell you where I received it. I re- 
ceived it from the Interior Department. 

Mr. Cuuporr. When we requested on behalf of the subcommittee 
an unofficial report of the General Accounting Office in Washington, 
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the General Accounting Office told us that it was not available until 
such time as it had been gone over with the Comptroller General 
and we would get our copy in due course in accordance with regu- 
lations. 

Now we do not have it and I would say to you, and I am not criti- 
cizing you for getting it from the Interior Department, I think if 
the Interior Department gave any copies to some members of this 
committee they ought to give copies to other members of the com- 
mittee. 

Mr. Knox. I asked for it, Mr. Chairman. 

Mr. Cuuporr. We asked for it, too. 

Mr. Knox. Maybe your copy is back in Washington. 

Mr. Cuuporr. I don’t want to get into any controversy, but I say 
to you and I think counsel for the Interior Department is here, when 
Elmer Bennett was counsel for the Interior Department, I told him 
the same thing, that had been a course of conduct on the part of the 
Interior Department to supply their party, the Republican Party, 
with certain documents that we never got. 

Mr. Jonas. Would you yield at that point? 

Mr. Cuuporr. Certainly. 

Mr. Jonas. That is necessary because you have four staff members 
over there giving you information and they don’t give us any of the 
information they dig up. 

Mr. Cuuporr. I told you this a hundred times, that that subcom- 
mittee office is open to you and you can go in and request and take 
anything you want out of the files. 

Mr. Jonas. They don’t give us the material that they give you and 
they don’t even brief us on what they are going into. We have to dig 
it out for ourselves or go to the Department of the Interior. 

Mr. Minsuaiy. We did not even know what the agenda was for 
these meetings until we insisted in having a meeting and asking what 
was going to happen down here. 

It was only after insistence on the part of Mr. Jonas and Mr. Knox 
and myself that we got the information. 

Mr. Jonas. After we got to the Virgin Islands. Before we got 
down here we did not even know what we were going to take up. If 
you want to go into that we will go into it. 

Mr. Cuuporr. Mr. Jonas, I don’t know what is in that report. I 
am just as anxious as you to do what I can for the Virgin Islands but 
I insist that they operate in accordance with the laws of Congress, 
and that is what we are here for, to find out what their problems are 
and how we can correct them. 

But I think if an executive department of the United States turns 
over a copy of some kind of a report to your side of the committee, 
certainly we ought to have a copy of it too. 

Mr. Jonas. I think when the staff prepares information for you, 
perhaps you ought to give copies to the minority. If we work that 
way then we would not have these hassles that always occur in public. 

Mr. Cuuporr. That is all I have to say. 

Mr. Cuuporr. Would you please identify yourself for the record? 

Mr. Srevens. T. F. Stevens, legislative counsel for the Interior 
Department. 

Mr. CuvuporFr. Do you have a copy of this? 
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Mr. Srevens. No, sir. I had a copy and Mr. Knox talked to me 
about it last night and asked me if he could see it and I loaned it to 
him last night. I didn’t seek him out to give it to him. The conver- 
sation was raised and he asked me for it, and I gave it to him. 

Mr. Cuvporr. Do you have authority to give it to him? 

Mr. Stevens. I was not informed that it was classified in any way. 

Mr. Mottonan. Where did you get the report? 

Mr. Srevens. I was talking to Mr. Krabach about it and he had a 
copy and let me have a copy to read, 

Mr. Motxonan. Is that the only copy in existence in the islands, 
Mr. Krabach? 

Mr. Krapacu. No, sir; { got a copy of it when I left the hearings 
yesterday and I went back to my office. I received a copy of this 
particular report. 

Mr. Motionan. Did you have a copy or copies? 

Mr. Krapacu. Copies of it. 

Mr. Motionan. That is the informal GAO report? That isn’t the 
formal] report? 

Mr. Krapacu. It has been approved by the GAO. 

Mr. Motionan. It has been approved ? 

Mr. Krasacnu. I don’t say it is printed. 

Mr. Motionan. Has it been approved by the Comptroller? 

Mr. Krapacu. Yes, sir, signed by him. 

Mr. Motitonan. Why did they refer it to you, then, for comments? 

Mr. Krasacu. They always do. That is their procedure. 

Mr. Motionan. After he had approved it? 

Mr. Krasacn. Yes, sir. In an accompanying letter to the House 
of Representatives, to Congressmen of the House of Representatives, 
and then they ad usa copy. I didn’t mean when I left; I talked it 
over with Congressman Chudoff and I had a copy. If he would have 
asked me for a copy, certainly I 

Mr. Cuvporr. I thought you had a copy for comments, and I cer- 
tainly didn’t want to get anything unofficial until such time as it came 
out in final form. 

I don’t know how you work with the GAO, and I felt that that was 
sent to you for comments, and you were going to send it back, and 
then you were going to issue a report. 

Mr. Krasacu. As far as I am concerned when they once send it out 
to us, I don’t know of anything secret about it, once it is with an 
accompanying letter because, when it is sent to us, certainly I would 
have given it to anybody who asked for it. 

Mr. Moxtionan. The point at issue is that this is a report which 
has been submitted to you prior to its submission to the Congress, 
and it is being released generally, apparently, now at this hearing? 

Mr. Krazacn. I think just at 4: 30 last night was the first time it has 
been issued. Probably what the chairman has reference to, when he 
asked for it maybe 2 or 3 weeks ago, it wasn’t available. I happened 
to be there, and I know it wasn’t, because I was interested in finding 
out what recommendations they would have, and they told me that 
the report was not available, but evidently since that time it became 
available as of 4:30 last night. It came in airmail yesterday, and 
was delivered to our office at 4: 30, probably for the first time, so they 
wouldn’t have been able to comply with the chairman’s request 2 or 
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3 weeks ago, but probably if the Congressmen would ask them today, 
it would be available because they have made it available to the De- 
partment of the Interior. 

Mr. Jonas. Mr. Chairman, may I offer a suggestion? Have you 
any extra copies / 

Mr. Krasacu. Surely. 

Mr. Jonas. Why don’t you have one typed up and give it to the 
chairman and any other member of the subcommittee that wants one? 

Mr. Krapacu. Mr. Mollohan, I might say it was my es 
that this had already been transmitted to Congress and this was a copy 
that was made available. It was an informal discussion last night. 
There was no intent on my part to circumvent anything. 

Mr. Knox mentioned it. I mentioned that it happened to coin- 
cide with the recommendations made, and he wanted to see it. If you 
had asked me, sir, I would have given it to you first. I had no ob- 
jections. 

Mr. Cuuporr. You may proceed. I am advised by Mr. Pincus, 
who is an associate counsel to the full Committee on Government 
Operations that this is only a section of the General Accounting 
Office report which is confined to the office of the government comp- 
troller of the Virgin Islands, and it is not the entire report. 

Mr. Kraracn. Oh, no. 

Mr. Cuuporr. It is a piece of the report. 

Mr. Krasacn. It is probably that thick [indicating]. I am only in- 
terested in their reports on my office. What their report is on anything 
else would be of no concern to me. 

Mr. Prvcvs. They have a section like that every year in the entire 
report like this printed one which we have here. 

Mr. Cuvuporr. You may proceed, Mr. Knox. 

Mr. Knox. Mr. Ottley, I believe you responded to a question by 
Chairman Chudoff that you would be willing to have a staff from 
GAO come to the Virgin Islands for a period of 9 months or such 
time which may be required to set up the auditing system for the 
Virgin Islands, and have that as a deductible item? 

Mr. Ortiey. That is right. 

Mr. Knox. From the matching funds which the Federal Govern- 
ment makes available for matching funds here on the Virgin Islands, 
the government comptroller’s budget estimates for activities for fiscal 
year 1957 as submitted to the Virgin Islands Legislature was $137,000, 
and the legislature subsequently appropriated $67,500. 

Now, the GAO makes certain recommendations and they follow 
along the same lines as to what I recommended yesterday. And in 
aaetnt from the GAO report: 

We believe that, if the office of the government comptroller is to be under the 
Bo supervision of the Secretary of the Interior, the Secretary should have 
authority to reserve as current operating funds for this office a part of the an- 
nual Federal matching fund grants sufficient to assure the continuous and 
effective fulfillment of the government comptroller’s responsibilities. 

I feel very strongly about it. I do not believe that we can justify 
the continuation of making available all of the Federal income tax 
that is paid to the Virgin Islands to be returned to the Virgin Is- 
lands, and also then set up the matching funds for all funds that are 
appropriated by the legislature for the activities of the Virgin Is- 
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lands, unless we have complete control through the comptroller’s 
office of the expenditure of those funds. 

I may say to you that there is other Territory to my knowledge 
that is receiving the same consideration that you are on the Virgin 
Islands. My State pays into the Federal Government over $4,500,- 
000. We do not receive any money back in the form of grants, and 
we do have matching funds that come back and we are required ac- 
cording to the Congress to provide the necessary matching funds 
from our own local funds. 

Therefore, I think it is essential and in the interest of the 166 mil- 
lion people that live in the United States of America that we do have 
some control and some authority when we are providing practically 
all of the funds for the operation of the Virgin Islands, which runs 
somewhere up toward $6 million that comes out of the Federal Treas- 
ury directly ; is that not true / 

Mr. Orttey. I don’t disagree with you that controls are necessary 
and we agree with controls, but your statement a while ago that the 
Virgin Islands is the only exception to that general rule that you out- 
lined there is not correct because the Territory of Guam and the 
Commonwealth of Puerto Rico could both receive much more in the 
line of benefits that you have outlined than the Virgin Islands re- 
celves. 

Mr. Knox. Does Puerto Rico receive the full complement ? 

Mr. Orriey. Everything. 

Mr. Knox. Of income tax that they pay in? 

Mr. Orttey. Everything. They have their own income tax law. 
The only difference is that the Federal income tax law is made ap- 
plicable here to the Virgin Islands. 

In the case of Puerto Rico, they are given authority to set up their 
own income tax law. In the case of Gauam, the Federal income tax 
law applies. 

Mr. Kwox. I understand that is true as far as Guam is concerned. 
In fact, the organic act was somewhat taken from the Guam Organic 
Act. Then you feel that would be a good procedure ¢ 

Mr. Orriey. Yes. There is a no-man’s-land here in the organic 
act with respect to this comptroller, whether he is local, or whether 
he is Federal, and I think that Congress should address itself to the 
question. 

If they want him to be a Federal officer, they should make it so, 
regardless of whether the funds are taken from internal revenue or 
from the Federal Treasury. 

Mr. Knox. You realize you would lose $137,000 under this pro- 
cedure in matching funds ? 

Mr. Orriey. Congress has the authority tomorrow to take away all 
the money or revise the formula or do whatever it wishes. We have 
no authority over the action of Congress in that respect. 

Mr. Knox. That was not the question. 

Mr. Orritey. What was the question ? 

Mr. Knox. The question was: Do you realize that you would lose 
$137,000 if the Congress should provide for the Department of the 
Interior to retain the funds for the operation of the comptroller’s 
office here in the Virgin Islands? 

Mr. Ortiey. I don’t think that we lose it because if your argument 
is that the $137,000 is essential and you say it is Congress’ intent 
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that that money be provided for the adequate operation of the office, 
whether Interior appropriates it or it is appropriated by the local 
legislature, it is the same $137,000. 

Mr. Cuvporr. Senator Ottley, I just rather hurriedly read this 
report of the Comptroller General, and he recommends to Congress 
that adequate legislation be passed to give the comptroller of the 
Virgin Islands the right to withhold sufficient funds to operate his 
office when the money is sent to the Virgin Islands on matching 
funds. I believe you told me this: That you wouldn’t care if you 
had to pay for this audit as a credit against your matching funds 
provided the GAO did it, rather than the Comptroller General. 

Mr. Orrixy. That is right. My argument there, Mr. Chairman, 
was to obviate the expenditure of $137,000 this year and $150,000 
next year, and an increasing amount every year for employees that 
may not be absolutely necessary. 

It seems to me the better part of wisdom and economy if you need 
something to be done now, to do it and then to get back to normalcy. 
In that way you will have a team of experts down here for 9 months 
or a year, and after that you will just get rid of them and you will 
have your normal staff operating all year round. 

Mr. Cuuporr. I think at this point, it would be good to read into 
the record from the report of the Comptroller General for the fiscal 
year ended June 30, 1955, concerning the source and use of funds 
in the Virgin Islands. I am quoting from page 23 under the topic 
“Source and use of funds from inception to June 30, 1955, total 
Federal funds made available for expenditure by the government of 
the Virgin Islands and by Federal agencies for activities pertaining to 
the Virgin Islands amounted to $66,400,000 excluding the original 
acquisition cost of $25 million. The United States internal revenue 
taxes on products imported from the Virgin Islands as reported by 
the United States Treasury totaled $89,119,298 during the same 
period of which $87,810,370 represented taxes on distilled’ spirits 
For the fiscal year 1955 the taxes on distilled spirits were $4,298,750.” 

The way I read this, the expense for the Virgin Islands was $66,- 
400,000 and the income was $89,119,298, so it appears to me that the 
United States has profited to the tune of probably about $20 million 
from the operation of the Virgin Islands, so nobody will get any idea 
about these islands running at a loss; I thought that ought to be in 
the record. 

[ Applause. ] 

Mr. Jonas. Before you leave that, did that table take into con- 
sideration the return of matching funds in any way? 

Mr. Cuuporr. Yes, sir. 

Mr. Jonas. May I see that, please ? 

Mr. Knox. May we have some order? 

Mr. Cuuporr. The subcommittee will be in order. I realize that 
you want to say something sometimes to the person’sitting next to you, 
but we have got to have absolute order, and if you want to listen to the 
testimony, we certainly have to insist that everyone refrains from 
conversation. If you don’t want to listen to it, why it is a lovely day 
outside and you can take your friend outside and have a talk with 
him there. 

Proceed, Mr. Knox. 
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Mr. Knox. Mr. Ottley, I believe you indicated in your testimony 
that you felt that the comptroller’s office was necessary and you 
wanted to see it function ? 

Mr. Orrtey. Sure. 

Mr. Knox. The executive departments not audited by the comp- 
troller includes the department of finance, the department of agri- 
culture and labor, and the department of tourism and trade. 

According to the testimony of Mr. Krabach, he didn’t have the 
personnel to do it because of the lack of appropriations in order to 
carry out his responsibility as set forth in the Organic Act. 

Do you think the legislature met their obligations to the comp- 
troller’s office ? 

Mr. Orrtey. Mr. Krabach asked for $69,000 in fiscal year 1956. 
He got $69,000. He came before the committee, as pointed out before, 
a few months ago to justify his $137,000. It was the consensus of 
the majority of the legislature that the $69,000 he got in 1956 was 
sufficient for him to operate in 1957. 

Of course you disagree with us; Mr. Krabach disagreed with us, 
and so did the Governor, but it seems to me that we as legislators 
have the right to exercise our independent judgment and respon- 
sibilities. 

Mr. Kwox. It is true that you are the final authority as far as 

appropriations are concerned. I should like to ask Mr. Krabach to 
comment upon the statement that was made by Mr. Ottley relative 
to the appropriation of $67,000 and then $69,000 for the next fiscal 
year. 
’ Mr. Krasacu. First of all, Mr. Chairman, I believe Mr. Ottley 
has forgotten that we didn’t ask for $69,000. We asked for $76,500. 
We were granted $69,000. After the GAO report came out in January, 
we asked for an additional $15,000 which would have brought that up 
to $91,000, which was our request for the last fiseal year. We received 
$69,000. We did not receive the additional $15,000 at a special session 
in January where we asked for that supplemental appropriation to 
implement the program that was recommended by GAO in that report. 
Again they received the same report that we received before. 

On the other hand, for our comments. As soon as we received that 
report and saw that they recommended an attorney and these addi- 
tional supervisors, we immediately went to the legislature in January 
and asked for $15,000 additional, and we submitted at that time the 
copy, the same as we have submitted here to the legislature of the 
preliminary report of GAO, explaining our problems. They did 
not see fit to give us the $15,000. Maybe Senator Ottley has for- 
gotten that particular request for 1956. 

Mr. Knox. Did I understand you to say, Mr. Krabach, that you 
did not receive the supplemental request ? 

Mr. Krasacn. No, sir, we did not. 

Mr. Knox. Of $15,000? 

Mr. Krazacn. We did not. Now to further amplify that, I appre- 
ciate his remarks that we did an excellent job. However, GAO didn’t 
agree with that. They felt that our audit program, then though 
possibly it was defined as an excellent job locally, about the only 
thing we were able to complete was the certification of funds, so they 
got the money back here, but we weren’t able to make sufficient ex- 
pense audits as they stated in their comments. 








208 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


They didn’t agree that our job was comprehensive enough, and they 
so stated right in those reports that it wasn’t enough. That is the 
reason we immediately went back for $15,000 additional. 

Now I would like to add one other thing, if I might, concerning 
his recommendation that we get a team of GAO accountants. We 
tried that as soon as we found we didn’t have the money and we 
weren't going to get it. We immediately wrote on April the 23d, 
that was before the legislature adjourned, but it was the day after 
we found out what our appropriation was, I immediately wrote to the 
Department of the Interior and asked them whether they could send 
us a team from GAO to train our people and to help us to do it, be- 
cause we felt that this job had to be done some way or another. We 
had an answer to that letter on May the 25th in which it said: 

Concerning your request for assistance from the General Accounting Depart- 
ment, I must advise you that it is impossible to comply with your request at 
this time. 

GAO has said that they just do not have funds available to send 
out teams to train other organizations. They have their own work 
to do; they can send out a systems man possibly but a training audit 
team, they just couldn’t do it. They didn’t have any of that kind of 
a staff available that they could make available to the other Territories 
and the other States. 

So we did try that and asked for those men to come, but they said 
that they had been very happy to cooperate with us in any way, but 
they couldn’t send us men, that we could send some of our people up 
there; they could give them possibly a 3-week audit training course 
or something of that kind, but they couldn’t send people down. We 
needed somebody here for a year or possibly 2 years to train these 
people and to get these things done. 

But GAO told us that they couldn’t comply. So we did what the 
Senator suggested, although we did that the day after we found out 
what it was. So those three points we have tried and we didn’t get 
the appropriation for 1956 as requested. 

Mr. Knox. The GAO report for 1956 states that the audit activi- 
ties of the government comptroller have not been as extensive as 
contemplated by the revised organic act. 

Mr. Krapacu. That is correct, sir. 

Mr. Knox. The three main reasons are, and they set forth the 
reasons why. Section 18 of the revised organic act has not been im- 
plemented sufficiently to permit an orderly and efficient overall post- 
audit of the insular government’s financial activities, and that is one 
of your responsibilities. 

Mr. Kranacu. Definitely, sir. 

Mr. Knox. And second, there is operating fund limitations, as 
imposed by the Virgin Islands Legislature, which prevented the 
government comptroller from completing his audit staff. Is that 
true / 

Mr. Krapacu. I agree with that. 

Mr. Knox. From your testimony, I would say that was a state- 
ment that they have recognized ? 

Mr. Krasacu. That is correct, sir. That wording is very similar 
to the previous year’s report. It is almost the same. 1 

Mr. Kwox. The third reason is the serious difficulties that have 
been experienced in recruiting sufficient audit Supervisors with suffi- 
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cient education and experience to carry out the audit responsibilities 
of the government comptroller’s office. And all three of these condi- 
tions must be remedied before full compliance with the auditing re- 
quirements of the act is possible. urther comments on this 
condition of the financial records of the insular government are 
contained on pages 10 to 20 of this report which we don’t have. 

Mr. Krazsacnu. I don’t either, sir. 

Mr. Knox. You don’t have it either? 

Mr. Krasacu. That is concerning the financial condition of the 
government from an administrative level. 

Mr. Knox. You have no knowledge of what is contained on pages 
10 to 20¢ 

Mr. Krasacu. The only knowledge that I would have is that they 
have said there are serious deficiencies in the financial administration. 

Mr. Knox. There was one recommendation that the GAO insists 
on, Mr. Krabach, because of the volume of matters requiring legal 
interpretation coming from the government comptroller of the Vir- 
gin Islands. We repeat, that is, the GAO repeats their recommenda- 
tions that a staff attorney be employed by the comptroller : 

GAO recognizes that compliance with this recommendation will be possible 
only if there is reasonable assurance of an adequate and continuous fund al- 
lowance for salary expense. 

It seems to me that your office is seriously handicapped because of 
the fact that you do not have legal staff to make the necessary inter- 
pretations so that you may be able to carry out the obligations that 
are set forth in the organic act as far as your office is concerned. 

Mr. Krapacn. Congressman, it forces me to do my own legal re- 
search and that was the GAO’s comments. I gave a copy of our legal 
opinions to the counsel when he was in my office. That was written 
by this man referred to as a part-time lawyer, which I would like to 
make just one comment on. That was a young fellow, and I don’t 
want his reputation to be hurt, that was a young fellow that agreed to 
come down here at $500 a month. This is an attorney who is au- 
thorized to practice law before the Federal courts and State courts. 

He agreed to come down here for $500 a month. He didn’t work 
part time; he worked every day. 

Mr. Cuuporr. He didn’t have an office down here? He didn’t 
practice any law ? 

Mr. Krasacn. No, sir. 

Mr. Cuvuporr. You were his only client ; isn’t that true ? 

Mr. Krasacn. I definitely was. In fact, he was precluded in his 
contract with me from practicing any other law, or accepting any 
other income. In fact, he worked from 8 o’clock in the morning until 
never less than 5 and lots of nights until 8 or 9 o’clock because each 
one of those opinions required a considerable amount of research. 

Now, that young chap was here, but we couldn’t put him on a per- 
manent basis, so we brought him down here at $500 a month, which is 
$6,000 a year, which is considerably below the Federal scale for at- 
torneys hired on the same scale. But we brought him down here and 
we did pay him a minimum of $9 a day subsistence. We were au- 
thorized under the law to pay $12. We paid him $9 while he was 
here. But we couldn’t put him on a permanent basis because we 
didn’t know if we were going to have an appropriation. 
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If we had an appropriation, we would have raised his salary to 
$8,500 a year, which is the comparable figure. Now certainly the job 
that he has done there, and he did most of the research on those 
things, that was the part-time work that was referred to, and I just 
want that in, that the boy did work while he was here. 

He is no longer with me, and I have 22 cases pending in my office 
for decision right now on which I will have to do all the research be- 
cause I can’t very well turn it over to a person who has not a legal 
background. 

Mr. Cuuporr. Mr. Krabach, I don’t see how you can possibly work 
without a lawyer and I think the Legislature of the Virgin Islands 
should be very happy to give you enough money to hire a competent 
and able lawyer and pay him enough money so he doesn’t have to 
worry about getting any income any where else. 

Mr. Krasacu. He definitely can’t get any income any place else 
because he might be required to make a decision where he is getting 
some business. That was one of the very definite restrictions. He 
couldn’t even take a job on the side while he was here, and it was quite 
a handicap to him, but he couldn’t have done it anyhow because of his 
work. I swear to this, I know he never worked less than 8 hours a 
day and a lot of occasions it was 10 to 15 hours. 

Mr. Cuuporr. I understand, Mr. Krabach, the government doesn’t 
even have a lawyer. 

Mr. Krapacu. That is correct, sir. 

Mr. Cuuporr. There isn’t any chief law officer for the Virgin 
Islands ? 

Mr. Krasacu. We have Leon Miller who is very capable and he 
advises the Governor on whatever he can, but he is United States 
district attorney, and he has a tremendous volume of work of his own 
but the Governor has no legal assistant of his own whatsoever. I 
agree I think it is a definite necessity for the Governor also. The 
Governor is a lawyer himself, but he can’t do his own research any 
more than I can. 

Mr. Cuuporr. We have a lot of Members of Congress that are law- 
yers and they don’t have time to do the legal research. That is why 
we have a staff and that is why so many thousands of dollars are 
appropriated every year for Congressmen and Senators to have staffs, 
because they require proper research assistants. 

Mr. Krapacu. That is the biggest problem we have. 

Mr. Cuuporr. I think the legis! ature would actually be derelict in 
its duty if they didn’t give you a lawyer who was competent and able 
to do the legal research and help you with the opinions that you have 
to write. 

Mr. Knox. Of course, naturally, in studying the testimony and the 
hearings, I have become greatly concerned over the friction apparently 
that seems to be eman: iting, mostly from the legislative branch, of be- 
ing derelict in appropriating the necessary funds for the operation 
of the comptroller’s office. 

I have a responsibility as a member of this committee and as a Mem- 
ber of the Congress to forever safeguard the interests of the Federal 
Government, whether they be here in the Vi irgin Islands or Guam, 
Puerto Rico, or the State of Michigan, or any other State. 

I feel that there must be some amendments made to the organic act 
in order to assure the Federal Government that they are going to have 








ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 211 


a full report, one that is responsive to the people who have been dele- 
gated here to carry out the obligations as set forth. 

That completes my statement. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. I have a question or two I would like to ask the senator 
and then I would like to make a closing statement on another subject. 


Senator, the vote in the legislature was not unanimous to cut this 
3 £ 
appropriation ? 


Mr. Orriey. No. 
Mr. Jonas. I believe there was a motion made to appropriate, to 


increase the amount you paaporet in your committee, to the $135,000 
requested by the comptroller ¢ 


Mr. Orriey. That is right. 

Mr. Jonas. And that motion lost by a vote of 6 to 4? 

Mr. Orriey. That is right. 

Mr. Jonas. One member was absent ? 

Mr. Orriey. You are right. 

Mr. Jonas. So it was a pretty close division of opinion among the 
legislators themselves as to whether the full amount of $138,000 was 
not needed; is that not true? 

Mr. Ortiey. That is right. 

Mr. Jonas. Mr. Chairman, I would like to suggest that we invite a 
member of the legislature who was in the minority on that vote to 
appear before the committee and give his views on this apparent con- 
flict that has developed between the comptroller’s office, and the leg- 
islature. It might well give us a point of view that we might other- 
wise not obtain. 

Mr. Cuvporr. I will do that, Mr. Jonas, if you will agree to sit at 
a night sesion tonight, so we can get finished. 

Mr. Jonas. I will sit as late as you want to sit, as late as it is neces- 
sary. 

Mr. Cuuporr. We are going to have to leave here on Thursday 
morning, and we could spend ‘probably the rest of the week on this 
problem and I think it would be well to spend the time. 

Mr. Jonas. I think it would be well spent, too. It is getting more 
interesting the more we go into it. 

Mr. Cuuporr. It is very interesting to note that some commenta- 
tors said that this Virgin Islands didn’t need inv estigation. 

Mr. Jonas. That is right. 

Mr. Cuuporr. I don’t know how we can get 2 member of the 
legislature who voted for the increase in appropriation. Do we 
have anybody here who voted for it ? 

Mr. Jonas. They have got the secretary of the senate who sits 
right in that room, and he furnished me this morning upon request, 
a transc ript of the decision. They keep, apparently, a verbatim 
transcript, and it shows the members of the senate who voted for the 
motion, and those who voted against it, and it shows the debate that 
transpired. 

Mr. Cuuporr. I don’t care who comes. I just want to make sure 
when we have a session that he is here. That is the only thing that 
concerns me. 

Mr. Motitonan. Mr. Chairman. Senator Ottley, was the report of 
your committee unanimous ? 

Mr. Orriey. No, sir. 
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Mr. Motionan. There are seven members ? 

Mr. Orritey. Seven members on the committee. 

Mr. MottoHan. What was the vote on the reduction ? 

Mr. Orriey. Six to one. 

Mr. Motionan. There was one member of the committee that 
voted for the a $137,000 request ? 

Mr. Ortiey. That is right. 

Mr. Jonas. The thing that worries me, Senator, and I am not try- 
ing to be antagonistic to anybody here, is the rather, what I would 
say, cavalier treatment you gave what I consider to be a very im- 
portant question. You listened to the comptroller about 20 minutes? 

Mr. Orriey. There was no controversy with the comptroller. In 
the case of all the departments, take the department of health, it has 
3 or 4 major functions. When you listen to a dozen people, each 
relating their particular problems, it must consume more time than 
when the comptroller comes here by himself. What he had to say he 
summarized very neatly in 10 minutes. 

Mr. Jonas. What he had to say and what he summarized in 10 
minutes left you unconvinced that he needed the additional funds to 
do the sort of job that the General Accounting Office had indicated 
he should do? 

Mr. Ortiey. That is right. Of course, Mr. Chairman, as you said 
the vote was 6 to 4. Many of the votes on many of the major pieces 
of legislation was also by that division, 7 to 4, 6 to 4, 5 to 4. 

Mr. Jonas. I only mentioned the division because there has been 
some intimation that it was unanimous. 

Mr. Orriery. No. 

Mr. Jonas. There was a division of opinion in the committee, I 
was sure of that. 

Mr. Orriey. That is right. 

Mr. Jonas. And verified it. Now you say that in the exercise of 
your own judgment, after considering all of the factors, you thought 
$57,500 would be a sufficient amount for the comptroller’s office to 
function on and function effectively. 

I will state that every man must follow his own conscience and I 
have no quarrel with your decision. That was your decision based 
upon the information ‘that you had. But as a general proposition, 
do you think $137,000 is an unconscionable amount of money or too 
much money to operate a comptroller’s office that supervises the ex- 
penditure of $7 million ? 

Would you think just generally that that is out of line? 

Mr. Ortry. No; it all depends’ upon examination; upon what func- 
tions and what duties the office is performing. 

We were not satisfied that some of the comptroller’s activities, 
to be quite frank about it, were actual auditing functions. We found 
that the comptroller was acting somewhat like a fourth branch of 
government. That he was, for example, going into a lot of ac- 
tivities of departments that we thought were not auditing, to the 
extent in some cases even advising the governor what bills to approve 
and what bills to disapprove, and we thought that was going beyond 
the scope of the intent of Congress when ‘the office was set up. 

Mr. Jonas. You mean advise the governor in formal opinions? 

Mr. Orrtiey. I don’t think any of the opinions were formal. 
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Mr. Jonas. How would you know whether he advised the gov- 
ernor ? ; 

Mr. Orriey. I was present at one time when that information 
was given. 

Mr. Jonas. You mean you were present in a conference ? 

Mr. Orriey. That is right. 

Mr. Jonas. What was that about ? 

Mr. Orriey. The day Mr. Claunch was speaking about here yes- 
terday, when he was sick in bed, when Governor Alexander had gone 
to the States and left Mr. Claunch with the responsibility to approve 
or disapprove certain pieces of legislation. The question came up 
what should Mr. Claunch do? 

Mr. Jonas. Mr. Claunch asked the comptroller for his advice? 

Mr. Orriey. That is right; and of course that was not the only 
case that we had knowledge of. It was the only one that I was able 
to corroborate, but of course there were many others. 

Mr. Jonas. You would not really object to Mr. Claunch asking the 
comptroller under those circumstances, “What do you think of this,” 
do you? 

Mr. Orriey. I did not hear you. 

Mr. Jonas. I say, you would not really object to Mr. Claunch, under 
the circumstances related, asking that? 

Mr. Orriey. If that were an isolated case, all right; but I don’t 
say it as anything derogatory about the comptroller. I think the 
executive, being rather weak here, instead of standing on its own 
ground and making decisions, has been leaning too heavily on the 
comptroller, and perhaps the feeling in the legislature has been if Mr. 
Krabach was doing his own work, devoting his time to doing his own 
work rather than taking on a lot of responsibilities that belong to the 
executive, things would not be as bad as they are. 

Mr. Jonas. Aren’t you beginning to get now into the real reason 
you cut the budget, because you wanted to take a dig at this 
comptroller ? ; 

Mr. Orriey. That was not the case. We have to view the whole 
picture. If we find that a man has a staff of 12, and he is supposed 
to do certain things and he is not doing those certain things, he is 
doing something else that he is not supposed to do, yet he is asking 
for more personnel, would you raise a question whether or not funds 
he has already received are not sufficient to do what he is required to 
do by law? 


Mr. Jonas. He is uncovering a lot of unauthorized expenditures. 
You did not object to that, did you? 

Mr. Orriey. We are not making any qualms about that. We 
not objecting to that. That is his duty, that is his function. We 
talking about things other than that. 

Mr. Jonas. Did you hear the president of the senate make a state- 
ment in the committee or anywhere that “I know how to handle this 
man. The way to do it is to cut his salary and cut his budget.” 

Mr. Orriey. That was never said. i 

Mr. Jonas. Did you hear any comment by the president ? 

Mr. Orriey. I was chairman of the finance committee, attended 
all the sessions of the finance committee, attended all the sessions of 
the legislature, and the records of the legislature nor the testimony in 
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eeneenae would substantiate that statement. That was never 
said, 

Mr. Jonas. Wasa statement to that general effect made by any mem- 
bers of the legislature, that it was a reprisal and they knew how to 
handle the comptroller and that is to cut his funds off ? 

Mr. Orrtey. Not to my knowledge, sir. 

Mr. Jonas. Nothing like that ever transpired in your presence? 

Mr. Orrtiey. There was a discussion on the floor of the legislature 
when the appropriation for the comptroller came up. The president 
of the legislature was very strong and there were several members of 
the legislature who shared his view, that the stipulation in the organic 
act for a $12,500 salary maximum should not be the minimum salary 
for the comptroller. 

We felt that his duties and responsibilities were akin to the duties 
and responsibilities of department heads, the commissioner of health, 
welfare, finance and so on, and so we thought that we should equalize 
all the salaries and make it $11,000 across the board for everybody. 
That is the reason why that was done in that instance. 

Mr. Jonas. You did not think that because the comptroller is super- 
vising the departments, that that in itself called for a person perhaps 
in a higher bracket or higher up? 

Mr. Ortiey. We did not anticipate that he would supervise the de- 
partments. He audits the operation but does not supervise it. 

Mr. Jonas. He passes on expenditures, and to some degree, he is 
superior to them in fiscal matters, is he not ? 

Mr. Orriey. I don’t think that he belongs in the executive branch 
of government. You can’t make that comparison. 

Mr. Jonas. You thought, and the reason you cut his salary was, be- 
cause you did not think the duties he performs are any more important 
than the duties performed by 

Mr. Orriey. A commissioner ? 

Mr. Jonas. A commissioner. 

Mr. Orriey. That is right. 

Mr. Jonas. And you will tell the subcommittee that in your mind 
and in your heart, there was no purpose of reprisal against him? 

Mr. Orttey. No. 

Mr. Jonas. In either aspect in this matter ? 

Mr. Orrttey. I think even though we have disagreed with the comp- 
troller in many things, there is no personal feeling involved. 

Mr. Jonas. So far as you are able to tell the subcommittee, you know 
of none that existed on the part of any member of the legislature? 

Mr. Orttey. I do not know of any. 

Mr. Jonas. Isn’t it sort of unusual for the president of the senate 
who is presiding to make the statement that if he were down on the 
floor he would move to cut the salary? Is that a normal procedure? 

Mr. Orriry. That has been done on many occasions where the chair- 
man of the legislature, if he feels strongly about any matter, leaves 
the chair and asks the vice chairman or the next ranking officer to 
take the chair, and he goes and either argues about a motion, argues 
for it or makes a motion himself. That is not unusual here in these 
Virgin Islands. 

Mr. Jonas. I don’t believe I have any other questions. 

Mr. Cuuporr. I think you said you wanted to make a statement ? 

Mr. Jonas. I want to make a statement. 
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Mr. Knox. Will you yield before you make your statement? — 

Mr. Jonas. I would like to make it now while I have it on my mind. 
I was very much disturbed a few minutes ago when the chairman of 
this subcommittee read some statements out of the GAO’s report which 
provoked applause from the audience, because it indicated to me that 
there are people present in the audience who feel that our country 
has been exploiting these islands in the past. : 

The statement made by the chairman would indicate that the United 
States proper has profited or has received from the islands over the 
course of years about $22,719,298 more than it has paid out for the 
benefit or the support of the islands. 

Now I can’t quarrel with the figures because I have not verified theni. 
I assume they are correct. I do not know whether they include all of 
the expenditures that have been made by the Government or by our 
country through military sources or through appropriations or agen- 
cies of the Government other than direct appropriations. 

The figures on the page cited by the chairman do not disclose that. 
The thing that disturbs me is the fact that he was willing to have the 
impression gained by the people in the audience that the United States 
of America has been gouging these islands. 

Now I do not think that is true. Certainly it has not been my im- 
pression of the facts. I hope it is not true. I think I can also say 
that if that situation did exist in the past, the present national ad- 
ministration has tried to correct it by amending the organic act, and 
since 1954, we do not take any of your income tax money and we match 
it with an equal appropriation. 

In 1955 that amounted to nearly $4 million so if we are ahead of 
the game in receipts from the Islands over what we have disbursed 
down here, I think if the conditions continue as they now are under 
the present organic act, we will soon have a balance of this financial 
conditions. 

I would like for the audience to know that I for one am not in favor 
of the mainland exploiting the islands. I am sympathetic with your 
problems and interested in them. I am down here trying to find out 
something about the internal workings to see if I can’t make a contri- 
bution that will amount to an improvement and if I am able to do that, 
I will feel repaid for any effort | have expended. I just did not want 
the audience to feel that all members of this committee feel that the 
United States has been exploiting these islands. I don’t think so for 
one. 

Mr. Minsnautt. Mr. Chairman, I certainly should like to associ- 
ate myself with the remarks made by my colleague, Mr. Jonas. I too 
have not only been impressed by the type of job that is being done 
here by the Governor and Mr. Krabach from the evidence and testi- 
mony that they have produced at these hearings, but also during my 
informal discussions with them, I have gained much of what the real 
job is that they are trying to do. 

I don’t have anything else to say except I would like to ask Mr. 
Ottley several very brief questions, if I may. 

_Mr. Ottley, you stated earlier that you were unconvinced at the 
time that Mr. Krabach testified before your committee for a brief 
20 minutes that he needed the appropriation that he asked for? 

Mr. Orriey. That is right. 
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Mr. Minsuati. You have heard today and yesterday a great 
amount of testimony as to why he needed that extra money. Has 
that changed your opinion at all? Do you lean at all to the other 
direction or are you still just as firm in your view? 

Mr. Orttey. I still feel, Mr. Chairman and Mr. Minshall, that the 
General Accounting Office or some temporary situation should be 
worked out rather than having a budget item that is going to be a 
recurring obligation in the Territory. I am not convinced at this 
particular moment that we should double the staff of the comptroller 
on a continuing basis to perform the functions that are required under 
the organic act. 

Mr. Mrnsuatu. You share the same view then right as of this 
moment that you shared when you voted on this appropriation in the 
legislature, is that right? 

Mr. Ortiey. More or less. 

Mr. Mrnsuautu. What do you mean by more or less? 

Mr. Orritey. Well, I just explained it to you. 

Mr. Minsuatu. You mean in other words that the appropriation 
or your vote on the appropriation would be the same. Is that right? 

Mr. Orrtey. I am saying this 

Mr. MinsHauu. It would be either “yes” or “no.” Would your vote 
today be “yes” or “no?” 

Mr. Orriey. My vote would be the same. 

Mr. Minsnauy. As a matter of fact, as Mr. Jonas has implied, the 
real reason for your voting against that appropriation is the fact that 
you thought that Mr. Krabach was exercising a little bit too much 
authority and that personalities were getting into this and it was an 
effort on your part to clip his wings? 

Mr. Orriey. Not at all. There is nothing in the record and noth- 
ing that anybody can say that would indicate such a statement. 

ae Cuuporr. Mr. Minshall, I do not want to get into this thing 
and I 








Mr. Mrinsuauui. You don’t have to get into it, Mr. Chairman, if 


you will just let me finish. 

Mr. Cuuporr. I want to say this. I don’t agree with Senator 
Ottley either on his vote on the thing and had I been in the Virgin 
Islands Legislature I would have voted the other way but I think the 
way a man votes is a matter of personal privilege and I do not think 
he should have to explain to a Member of Congress why he voted 
and why he thinks he voted that way. I think he is dead wrong and I 
disagree with him 100 percent. I think Mr. Krabach should have 
more personnel, he should have a lawyer, and I certainly think that 
we should make those recommendations. 

sut I do not think we ought to invade Mr. Ottley’s personal privi- 
leges trying to cross-examine him to try to make him admit that he 
should not have voted the way he did. 

Mr. Minswauyi. Mr. Chairman, I am not questioning Mr. Ottley’s 
rights and prerogatives to vote according to the dictates of his own 
good judgment which I am sure he does. 

I am not questioning his integrity one iota except I did think, as 
you well know, sometimes even when you vote on legislation there are 
other factors that enter into your vote in Congress. 

Mr. Cruporr. I agree with you but that is my personal privilege. 
I don’t have to answer to anybody but my constituents. If they don’t 
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like what I do, they don’t have to send me back to the Congress. So 
far, they must like what I have been doing because this is my fifth 
term. You may proceed. 

Mr. Mrnsuau. I have no further questions, Mr. Chairman. 

Mr. Cuvuporr. Mr. Ottley, we are planning a night session, and the 
reason I want to try to get this thing straightened out, I understand 
the vote was 6 to 4. 

It is impossible to hear the four members in the minority. Three 
live in St. Croix and one lives on St. John and we would not be able 
to get them over here for tonight, but if we do have anybody here 
on St. Thomas that was in the minority on this appropriation bill 

Mr. Orttey. I can tell you, you have one member of the finance 
committee who is a lawyer who voted against the majority view, 
Senator Rodriguez. 

Mr. Cuuporr. If we set a meeting for tonight, what is the pleasure 
of the subcommittee as far as time is concerned ? 

Mr. Jonas. May I offer a suggestion? I noted from the debate 
that Mr. Merwin was the man who made the motion. 

Mr. Cuuporr. He is on St. Croix. You might get him tomorrow 
morning. What time does the first plane get in from St. Croix, do 
you know? Does anybody know? Eight o’clock? Then he could 
be here at nine tomorrow morning. 

Mr. Jonas. Let’s give him an opportunity to appear. 

Mr. Cuvuporr. Would you please telephone to St. Croix and ask 
him that? 

Mr. Jonas. I think the staff ought to do that. 

Mr. Cuuporr. All right. How about the clerk of the senate? 

Mr. Jonas. I think he would be all right. 

Mr. Cuuporr. The staff will try to reach Mr. Merwin and give him 
an opportunity to appear. 

Mr. Jonas. He is a lawyer, I understand on St. Croix. 

Mr. Cuuporr. Would you accept this: In case he has commitments 
for tomorrow morning, would you accept a statement from him to be 
put in the record ? 

Mr. Jonas. I would not want to encourage him to make it. I would 
rather have him appear personally. 

Mr. Cuuporr. Half a loaf is better than none at all. 

Mr. MortioHan. What about a member of the finance committee 
who lives here? 

Mr. Cuuporr. You say there is a member of the finance committee 
who lives here? 

Mr. Orriey. Oh, yes. 

Mr. Cuuporr. We will try to hear Mr. Merwin in the morning 
and hear—who did you say he was? 

Mr. Orriry. Rodriguez. 

Mr. Cuuporr. Do you think we can have a meeting tonight? 

Mr. Jonas. We may not need a meeting tonight. Let’s find out if 
we are going to get this man tomorrow. 

Mr. Cruporr. If we can get Mr. Merwin, since he sponsored the 
motion, maybe he would be the best one to hear. 

Will you try to reach him immediately, Mr. Pincus and Mr. Lani- 
gan, and then we will know better what to do this afternoon about 
setting our time. 

Mr. Knox. I have one final question to ask Mr. Ottley. 
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Mr. Ottley, did I understand you correctly that you felt the comp- 
troller had become too active in other operations of government out- 
side of the comptroller’s office ? 

Mr. Orrtey. That is right. 

Mr. Knox. You are familiar with the organic act? 

Mr. Orriey. That is right. 

Mr. Knox. The organic act provides that the comptroller shall 
bring to the attention of the proper administrative officials his failures 
to collect amounts due to the government of the Virgin Islands in 
expenditures of funds or property which in his opinion are extrava- 
gant, excessive, unnecessary or irregular. 

And further that he must certify to the Secretary of the Interior 
the net amount of Government revenue which forms the basis for the 
Federal grants to the civil government of the Virgin Islands. Now 
would not it be quite necessary that the comptroller become active 
in other departments of government outside of the comptroller’s 
office in order to carry through ? 

Mr. Orriey. But not to formulate policies of those departments. 

Mr. Knox. That is a matter of opinion. Yes, Mr. Krabach? 

Mr. Krapacu. Mr. Knox, on that particular thing so that there 
is not any confusion, I would like to take exception to one remark 
if I might. 

I have never under any circumstances very positively advised the 
Governor to veto or to sign any bill. I think you all have met Gover- 
nor Gordon and I think you all know that he is a rather positive 
individual. I think the Governor would put me in my place very 
shortly if I went in and said “Look, Walt, I think you ought to veto 
a certain piece of legislation.” 

I have done this, because it is a requirement under the law, when 
the Governor has called me and asked me to give him a report con- 
cerning the financial aspects of a particular piece of legislation. I 
have done it from a financial viewpoint and also because there was 
no other lawyer available to him, and I have done it from a legal 
viewpoint. 

But in no case—he has oftentimes done this, he has said “I am 
going to veto a piece of legislation, would you read my language,” 
and I have read his language, and a few times have suggested from 
a legal viewpoint that there might be a correction, maybe from an 
English viewpoint. 

But under no circumstances that I recall have I ever advised the 
Governor or Mr. Claunch. Mr. Claunch writes all the veto messages 
normally. Then they are brought back to the Governor. The Gov- 
ernor says “I am going to veto it, Mr. Clausch. Will you write the 
veto message ?” 

Oftentimes he does call me in from the financial aspect and say, 
“How will this affect us financially? Does it meet other require- 
ments? Is there a conflict?” 

Naturally we do have all the laws codified. We are the only place 
that does have it codified because of this attorney we had. Certainly 
under no circumstances did we ever recommend to the Governor 
that he veto a particular piece of legislation. 

The night that he referred to—— 

Mr. Orriey. It was not a night, it was afternoon. 


AT TEM 





ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 219 


Mr. Krapacu. He, Claunch, was in bed with a heart attack and 
he called me over. There were certain pieces of legislation that 
Governor Alexander at the time had failed to sign. Inadvertently 
he had signed the memorandum rather than the bill. There were 
a number of bills that Governor Alexander had planned to sign and 
had signed the memorandum rather than signing the bill. 

The law requires he must subscribe on the bill itself. 

We had found that those bills were going to be thrown out because 
of that technicality. Senator Ottley at the time had talked to me 
about it and they were going to declare them all void. We took the 
bills over to the government secretary, who at the time was the Act- 
ing Governor and said that if these are not signed properly, with the 
proper technicalities, they will be voided. 

But we did not advise him on the contents of the bill. It was 
merely a technicality in that he had signed the letter rather than the 
bill, and we did not want those appropriations all to lapse because of 
that technicality. 

Now as far as advising him is concerned, that is the furthest that 
we have ever gone. Certainly I think the Governor would be the first 
one to object that he has leaned on the comptroller and asked him 
whether he should veto or not. In fact he would be the first one to 
clip my wings if I tried that, because Governor Gordon is a very 
strong-minded individual when it comes to vetoing or passing a par- 
ticular type of legislation. 

He is not a weak individual at all. I know because there are certain 
things that I have not agreed with personally, but that is none of my 
affair because I am not a part of the administration. So the bills were 
signed, sometimes with our advice because I have to give him those re- 
quested reports under the law. 

There was nothing else that we attempted to do, sir. 

Mr. Kwox. Thank you, Mr. Krabach. 

Mr. Chairman, I should like to submit the GAO report for 1956 on 
the office of the government comptroller of the Virgin Islands as part 
of the record. 

Mr. Cuuporr. Without objection let it be so admitted. 

(The report is in the subcommittee files. ) 

Mr. Cuvuporr. Thank you, Senator Ottley. 

Now, before calling our next witness, we have on the list of wit- 
nesses Dr. Eric O’Neal, commmissioner of health, and Dr. Roy An- 
duze, former commissioner of health, who are both practicing physi- 
cians attached to the hospital and I thought we might agree amongst 
ourselves to take their testimony at 2 o’clock so they would not. be 
taken away from the hospital for too long a time. 

Without objection then, we will hear Dr. O’Neal and Dr. Anduze 
at 2 o’clock this afternoon. 

The next witness is Mr. Perey de Jongh, commissioner of finance. 

Mr. Jonas. While he is coming around, may I make a 30-second 
statement in supplement of what I said a minute ago? 

I clon’t think it has been brought out, certainly not in our discus- 
sion of this situation today, the fact that the Federal Government 
does not remit to any State of the Union the internal revenue taxes 
on distilled spirits. So far as I know, the remission of those taxes to 
the Virgin Islands is the only case of its kind in our entire Govern- 
ment. Am I correct about that? 
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Mr. Cuuporr. I think you are right about that, sir. 

Is that right ? 

Mr. Lanican. My understanding is that Puerto Rico gets the 
complete tax remittance. 

Mr. Jonas. At least the States do not. 

Mr. Cuuporr. The States get nothing. But, of course, that might 
not be comparable. I don’t want to get into that. You have made 
your statement so let it appear in the record. 

Mr. de Jongh, would you identify yourself for the record? 

Do you have a written statement ? 


STATEMENT OF PERCY de JONGH, COMMISSIONER OF FINANCE, 
VIRGIN ISLANDS 


Mr. pe Joneu. I do. I would just like to make a brief statement. 

Mr. Cuuporr. Would you identify yourself for the record ¢ 

Mr. pe Joneu. Percy de Jongh, and I am commissioner of finance. 

Mr. Cuuporr. Would you yield at that point ? 

I saw Mr. Russell here from the chamber of commerce and 
I thought we could get him to grant us this favor and service. I 
want to ope ome at 12:30 for lunch and I want to start again at the 
latest by 1:30 or a quarter of 2, and I was just w ondering whether 
he could not make arrangements in one of your local rests aurants to 
see that we got prompt serv ice when we got in so we could get out in 
the shortest possible time. 

Would you proceed, Mr. de Jongh? 

Mr. pe Joneu. I have already filed statements with counsel for the 
subcommittee. 

With your permission, however, I should like to make a few brief 
remarks which I believe are necessary for a proper evaluation of the 
work in the department of finance over the past 18 months: 

As a result of a breakdown in essential functioning of the depart- 
ment of finance, I was transferred from my position of special assist- 
ant to the comptroller of the Virgin Islands, and appointed acting 
commissioner of finance on September 8, 1955. On June 18, 1956, 
I was appointed commissioner of finance. 

The work in the department during the past 13 months may be 
summarized into 3 phases—first, that “of reorganization, rehabilita- 
tion, and restoration of its normal functions ; “second, that of intro- 
duction of, and training in the new accounting sy stem, and that of 
planning and programing to assure the continued operation and func- 
tioning of the department on a current basis. 

Fiscal year 1956 must therefore be considered a year in which the 
efforts of the department were concentrated entirely on correcting 
and removing the conditions that created the undesirable situation 
that we were faced with in 1955, and the unfavorable audit criticisms 
that we received for the past 2 or 3 years. 

Conditions in the department have vastly improved and, while 
there are still improvements to be made, we believe that considerable 
progress has been made, and an audit of the operations for the cur- 
rent fiscal year 1957 will bear this out. 

The functions of the department of finance are principally custody 
of all public funds, the collections of revenues and receipts, the dis- 
bursement of all public funds, and the maintenance of control ac- 
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counts for the various departments and agencies of the government. 

Except for agent cashiers, who collect specific revenues and receipts, 
within certain departments and whose activities are under the super- 
vision of the department of finance, all other revenues and receipts 
due the government of the Virgin Islands are collected by the depart- 
ment of finance cashiers. 

All expenditures of public funds are made by the department of 
finance on warrants or schedules submitted and certified to, by the 
certifying officers of the departments and activities. The control of 
overall accounts for each department or agency is also maintained by 
the department of finance, with the individual departments or activi- 
ties maintaining detailed accounts and reporting their transactions 
on a periodic basis. 

With the beginning of the current fiscal year, the department has 
been operating on a current basis. Most of the required records and 
accounts have been installed, and those that have not, will be placed 
into effect during the remainder of the current year. 

Mr. Cuuporr. Do you have any questions ? 

Mr. Laniean. I have a few. As I understand it, you took over in 
about September of 1955 and you have set up the accounts as of the be- 
ginning of this fiscal year, that is July 1, 1956, the cash accounts. 

It was part of your agreement when ‘you took over this job, was it 
not, that you would start as of the beginning of this fiscal year but 
would not accept the responsibility for reconciling the cash accounts 
as they existed up to that time? 

Mr. pe Joncu. That is more or less right. 

As I understand it, sir, my assignment was to put the finance de- 
partment on its feet and standard ns see tear That meant the onl 
way I could do that was to start in with balances that I had when I too 
over. That is as I explained in the report to you. I at once started 
to reconcile my balance with the bank’s balance to make sure that they 
were in order, and from that point on I started out on a current basis. 
It never had happened before. It was not practical for me. 

Mr. Laniean. Has any program been set up for going back to the 
beginning of the fiscal year and auditing the accounts and reconciling 
the accounts as they existed before that time? 

Mr. pe Jonen. It was recommended to the Governor that a joint 
team from the General Accounting Office and the Department of the 
Interior be sent in to do the auditing and reconciling of the accounts 
prior to the period for which I took over in September. 

Mr. Lanigan. When you say it was recommended, you mean that you 
recommended it? 

Mr. pe Jonen. I recommended it. I believe the Governor also 
recommended it to the Interior Department. 

Mr. Lanican. Has there been any progress toward bringing the past 
accounts up to date and reconciling them ? 

Mr. pe JoneH. I don’t know what the action was in the Interior De- 
partment on the Governor’s recommendation. I don’t believe any- 
thing up to now has been done nor is a recommendation being con- 
sidered. 

Mr. Lanican. So far as you know nothing has happened here to get 
that job done ? 

Mr. pe Jonen. Not prior to when I took over. 








222 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Mr. Laniean. Have you followed up at all to see what is happening 
with respect to that? 

Mr. pe Joneu. I knew the recommendation had been made but I 
don’t know what the results were. 

Mr. Lanican. Mr. de Jongh, you submitted to the committee which 
came in last Friday evening, as you recall, various financial —— 
for the past year, statements for the past year and statements show- 
ing the accounts as they have existed up to October 31? 

Mr. pe Joneu. Yes. 

Mr. Lanican. Of 1956. If it is agreeable with the chairman, I be- 
lieve those various financial statements should be put in the record 
if there is no objection. 

Mr. Cuuporr. Without objection they will be so entered in the 
record. 

(Material in subcommittee files.) 

Mr. Laniean. The only question I have with respect to any of 
those concerns the general fund local revenues. The balance shown 
existing on July 1, 1956, the close of the last fiscal year, was $235,- 
716.01. Then under disbursements you show the amounts of moneys 
disbursed in July, August, September, and October on the account of 
the last fiscal year as $315,327.19. 

Would it be correct to say that as of the close of last fiscal year, the 
Government’s obligation in the general fund exceeded the amounts 
available to pay those obligations ? 

Mr. ve Jonen. That is right, sir. You see, we do not maintain our 
cash accounts on a fiscal-year basis, even though we may pay previous 
year’s accounts from current funds. 

Mr. Lanigan. You mean the cash accounts—— 

Mr. pe Joncu. This is purely the cash accounts. 

Mr. Lanican. The cash account is maintained on a different basis 
than expense account ? 

Mr. pe Joncu. Different basis than the obligation account. 

Mr. Lanican. Why is that? 

Mr. pe Joncu. That is the way it is provided for in the manual. 
We do not maintain the cash account on a fiscal-year basis. It is a 
continuous 

Mr. Lanican. How are the appropriations made by the legisla- 
ture ? 

Mr. pe Jonen. On a fiscal-year basis. 

Mr. Laniean. Do you think it is a practicable system to have your 
income set up on a calendar-year basis and the expenses on a fiscal-year 
basis? Do you think some changes should be made to bring them both 
in under the same system ? 

Mr. pe Jonen. If we did that, it would mean maybe we would not 
have funds at the end of a fiscal year to make payments because the 
collections are all deposited at the time collected rather than 








Mr. Lanigan. Do you know whether or not the accounts in the Fed- 
eral treasury are maintained on the same basis? 


Mr. pz Jonen. I believe they are maintained by a fund basis on the 
year in which they are obligated. 


Mr. Laniean. I could not hear your answer. 
Mr. pve Joneu. I said they are maintained in the same way because 
we follow the Federal sy stem in cash accounting. 
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Mr. Lanican. What is the condition of the Virgin Islands finan- 
cially as of the close of the last month for which you have figures ¢ 

Mr. pe Jonen. The last month for which I reported on we had a 
balance in our treasury of $149,683.83. 

Mr. Lanican. And do you know how much money has been obli- 
gated, how many debts were outstanding that have to be paid ? 

Mr. pr Joner. As of the end of October for the general fund, the 
outstanding obligations and unliquidated obligations amounted to 
£908.998.12. 

Mr. Lanican. So as of the present moment you are running, if I 
have the figures right, approximately $150,000 or more behind? 

Mr. pe Joneu. It would appear that way but you must take into 
consideration we are collecting daily. Somewhere this balance might 
seem to show that as it does by the 15th of the month. At the end of 
the month we may have more than we have obligated. 

Mr. Lanican. But you may have more obligations too, is that not 
correct ¢ 

Mr. pe Jonen. That is right. 

Mr. Lanican. Does your office have any central account whereby 
you can maintain a record of the obligations as they occur against the 
funds of the treasury ? 

Mr. ve Jonen. That is being maintained on the general ledgers 
which we are now installing. 

Mr. Lanigan. Does the general ledger keep track of obligations or 
of actual purchase orders issued ? 

Mr. pe JonGu. It will do that. 

Mr. Laniean. It will? 

Mr. pe Joncu. It will. 

Mr. Laniean. What is the status of your actions in setting up the 
general ledger ? 

Mr. pe Joneu. Right now we have the Federal part of the general 
ledger installed and we are working on the other. 

Mr. LaniteGan. You anticipate on the basis of your current figures 
that your income this year will be sufficient to pay the amounts ap- 
propriated by the legislature ? 

Mr. pe Jonen. That is right. 

Mr. Lanigan. How close will that be? Can you give us the fig- 
ures ¢ 

Mr. pe Joneun. Would you mind repeating that question ? 

Mr. Lanicgan. Could you give us what your estimate is on the in- 
come and on your expenses for the current year ? 

Mr. pe Joncu. The appropriations allotted for the fiscal year for 
the general fund amount to $1,804,050. 

Mr. Lanican. That is the amount you expect to collect or the obli- 
gations‘ 

Mr. pe Jonen. That is the amount that has been appropriated, 
and the assumption that it will all be allotted. The figures I gave 
you previously were allotted, will amount to $2,402,219. The best 
estimates up to now for collections from the general fund will 
amount to $2,905,595 

Mr. Laniean. I think the statement was made that any bills that 
are ea ‘an be paid, I believe within 7 days... I think Mr. 
Krabach indicated that. If bills come in on your outstanding obliga- 
tions, could you pay them within 7 days? 
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Mr. pe Joneu. You mean if all the estimated obligations were pre- 
sented at one time? 

Mr. Lanitaan. Yes. 

Mr. ve Joneu. No, not unless we could do the same thing and 
if we collected all the receipts at the same time. That would hardly 
happen. 

Mr. Lantean. When I speak of estimated obligations, I am re- 
ferring to debts actually incurred. Is that the same definition that 
you give to the term “obligations” ? 

Mr. pe Joneu. That is right. 

Mr. Lanican. As of the present moment you owe more money than 
you have inthe treasury. Is that right? 

Mr. pre Joneu. That is correct, but that is a normal operation be- 

cause we collect on a day-to-day basis. 

Mr. Lanican. Could you give us a brief summary? You took 
over the department of finance in September 1955. Could you tell us 
briefly what you found there and what effort you made to bring the 
department on an efficient operating basis? 

Mr. pe Joneu. Do you have any objections if I read from that 
statement ? 

Mr. Lanican. We have the statement. I was just wondering if 
you could briefly summarize it for the committee? 

Mr. ve Joncu. Why I asked for that is I can’t remember the fig- 
ures and facts. 

Mr. Lanican. Do you have a copy? 

Mr. pe Joneu. I have a copy. I should have a copy. I will just 
read facts because I believe you are really most interested in that. 

Mr. Pincus. May I ask a question, Mr. Chairman ? 

Mr. Crouporr. Yes. 

Mr. Pincus. Mr. de Jongh, before you get to the operations of 
the department, let’s say at this particular time of the year, what 
money are you actus uly drawing checks on? In other words, if you 
have not collected all your local revenues, are you drawing checks on 
the money that has been transferred pursuant to the certification of 
the comptroller ? 

Mr. pe Jonen. That would be in the fund, but the fund from which 
we pay for the general receipts we are drawing checks on the money 
which we have in the treasury. 

Mr. Pincus. In other words, he certifies a certain amount of money 
as of the end of October ? 

Mr. pe Jone. As of the end of October. 

Mr. Pincus. That money was transferred by the secretary of the 
treasury to the island government? ? 

Mr. pr Jonen. That is in the bank. 

Mr. Pincus. And you are drawing checks on that amount? 

Mr. pe Jone. On those. 

Mr. Pincus. And as you take in more revenues you draw on that 
too? 

Mr. pe Joncu. We draw on that. 

Mr. Pincus. But at the particular moment you may not have col- 
lected your full year’s matching out of your local funds? 

Mr. pe Jonen. Of local funds, yes; not matching. 

Mr. Pincus. That is all, thank you. 
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Mr. pe Jone. When I took over the department, there was some- 
thing like 200 or more vouchers that were held over a period of 8 
to 9 months that had not been paid, to the total of around $250,000 
or more. cade OA 

There was also a situation where the bank reconciliations had not 
been made for the past year in some instances. The closest balance 
reconciliations that had been made were about 6 months behind that. 
It was necessary when I took over, therefore, for me to use the bank 
balance and adjust my books to the bank balances to assure that there 
would not be the possibility of my overdrawal with the accounts 
maintained in the er 

The first thing I did was to pay up these back accounts and 
work on the reconciliation. As of today the bank reconciliations 
are all current. Payments in the department are made unless there 
is some reason that they be held wp, within a period of, let’s say, 
5 to 6 weeks. 

I had to practically reorganize the entire department, change 
around the employees, assign new duties and do what I thought was 
best to put in the operation of an efficient accounting basis. 

A very unfortunate thing happened in our accounting division that 
threw us back considerably. That is, on my rec ommendation we re- 
quested the General Accounting Office to send us down a systems man 
and it turned out that they sent us down a man who had installed the 
accounting system, one of the men who worked in the accounting 
system. 

The plan was he would train the staff of the accounting office in . 
way that they could pass that training on. After he had been here 
month and he had done his work and returned, the staff, and when I 
say staff, we must realize it is a small oper: ation, and it was the head 
of the accounting system and his principal assistant resigned and left 
us with practically no person in the accounting division who could 

‘arry on. 

It was necessary for us to employ new personnel which we could not 
get before early in June of this year. Fortunately the people that 
we now have in most of our divisions are trained people, people who 
have studied accounting in stateside universities. It meant that we 
were left without people for 3 or 4 months and what was done had to 
be carried on again. But as of now we feel that the department is pre- 
pared to hi indle the duties. We have r reorganized the accounting divi- 
sion, the payroll division and the treasury divi ision. 

Mr. Lanigan. Could you just for the record give us a résumé of your 
background of education and experience ? 

Mr. pe Joncu. W ell, I was trained in private schools here. I stud- 
ied accounting with La Salle and I have a long period of employment, 
particularly in the Federal Government. I only came into the insular 
government comparatively new, that is I would say in 1948. I worked 
for over 18 years with the Bureau of Supplies and Accounts, that is 
in the naval air station here and in the naval base. 

I also worked with the Treasury Division, Bureau of Accounts and 
Deposits, for over a period of 6 years. I was assistant in the Bureau 
of Accounts and Deposits of the Treasury Department. 


Mr. Lanican. You also were assistant to the government comp- 
troller? 
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Mr. pe Joneu. I was assistant to the government comptroller and 
it was from that office that I was transferred to the finance department. 

Mr. Lanigan. Now I have noticed in the Comptroller General's 
reports and possibly in your own, there is a reference I have seen sev- 
eral times that when you came in or when the Comptroller General 
examined the records, that bank statements had not been reconciled 
since, I think they used the month of October 1954? 

Mr. ve Joneu. That is right. 

Mr. Lanicean. Is there anything that happened in October 1954 that 
caused them to stop reconciling the statements? How did that situa- 
tion come about ? 

Mr. pe Joneu. I was not there, sir. I only went in there in 1955. 

Mr. Laniean. Do you have any knowledge as to what occurred prior 
to that, in 1954? 

Mr. ve Joneu. Well, as far as I recall, when I was working in the 
comptroller’s office, we made some preliminary audits and at one phase 
that resulted, we found that the bank account had been overdrawn. 

Mr. Lanican. Was that in October? That was not in October 
1954 ¢ 

Mr. pE JonGu. It was prior to October 1955. 

Mr. Lanican. But then in general, your knowledge only stems from 
the time that you 
Mr. pe Jonen. From the time that I took over the department. 

Mr. Lanigan. And you are not too sure of what went on before / 

Mr. pe Jonen. I would not care to make any statements on that. 

Mr. Lanican. Do you believe that you need additional staffing in 
the department of finance to bring it to full efficiency ? 

Mr. pve Joneu. Yes; in some divisions we do, and I have made 
recommendations as to what I think we need. 

Mr. Lantean. Could you give us a summary of what you believe 
is necessary and the efforts and requests that you have made to bring 
that about ? 

Mr. pe Joneu. I have recommended that in the commissioner’s 
office we can get along with the staff that we now have, that is four 
people. 

In the treasury division I have recommended that it be increased 
by 1 from 14 to 15. 

In the accounting division I have recommended that we increase 
our staff by 2, from 5 to 7. In the payroll division I have made no 
recommendation for increases. We have 8 people employed and we 
feel we can get along with that. 

In the tax division I have recommended it be increased from 14 to 
16, an increase of 2 people. 

In the suboffice that we maintain in St. Croix, I recommend we can 
get along with what we have, that is 9 persons. Then as an adjunct 
to the finance department, I have the supervision of the audit control 
board and we recommend it remain the same. 

The total, that would mean we are asking for an increase of 5 per- 
sons in the overall finance operations from 55 to 60. Those are 
minimum requirements. 

Mr. Lanican. Could those positions be filled within your present 
appropriation 4 
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Mr. pe Joneu. They can be filled within my present appropriation. 

Mr. Laniean. Could you tell us what you have done to try to get 
those positions approved and filled ¢ 

Mr. pe Jonau. These 5 positions, 4 will represent new, 1 was in- 
cluded in our budget, but we have been unable to fill it. ‘That is the 
position of an income-tax-enforcement officer on the island of St. 
Croix. 

Mr. Lanican. Have you made any recommendations ? 

To whom do you make your recommendations regarding the crea- 
tion of these new positions ? 

Mr. pe Joneu. In the case of approved positions, we request them 
from the personnel division. 

Mr. Laniean. How do you get these approved ? 

Mr. pe Joneu. That is approved as to what, sir? 

Mr. Laniean. You said in case of approved positions. 

Mr. pe Joncu. Those are positions that have already been approved 
in the year’s budget. The next step, we request them from the per- 
sonnel division. Unfortunately, we have over a period of nearly 9 
to 10 months been unable to recruit that person for the St. Croix 
position. 

Mr. Laniecan. Has the delay in filling these positions been caused 
solely by your inability to recruit people, or have you been unable 
to get the necessary administrative actions to have the positions set 
up? 

Mr. pe Joneu. No; in the case of the budget position, it is the 
case that we have been unable to recruit the people. At least the 
personnel division could not recruit them for us. 

Mr. Lanitcan. What about the others? 

Mr. pE Jonen. The other four, the recommendations have been 
made to the government but no action has been taken. 

Mr. Lanican. How long have the recommendations been in? 

Mr. pE Jone. My original recommendation was made in Decem- 
ber. 

Mr. Lanican. December of what year? 

Mr. pe Joneu. 1955. 

Mr. Lantcan. Have you had any conferences with respect to your 
recommendations with the Governor ? 

Mr. pe Joneu. I have had one or two, but I have been told that 
we have to wait. It was impossible for him to work on that. Other 
matters of more importance kept him from getting to them. 

Mr. Jonas. I did not understand that response. 

Ask the question again. 

((Juestion and answer read. ) 

Mr. Lanigan. What would you estimate you could secure in in- 
creased revenues if you could add the two positions to the tax depart- 
ment which you have mentioned ? 

Mr. pe Joneu. The more inspectors we could get, the more reve- 
nues, 

Mr. Lanigan. Have you at any time made a study or submitted 
any figures indicating what you would estimate the revenue would be 
as a result of the additional positions ? 

Mr. pe Joncu. Would you have any objections if I could ask the 
head of the tax division to speak ? 
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Mr. Laniean. We will have to talk to him later. 

Mr. Cuuporr. I think this is a good stopping point. 

Weare going to recess — a quarter to 2 for lunch. 

(W hereupon, at 12:30 p. m., the subcommittee was recessed until 
1:45 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. 
Will you come up again, please Mr. de Jongh ? 


FURTHER STATEMENT OF PERCY de JONGH, COMMISSIONER OF 
FINANCE, VIRGIN ISLANDS 


Mr. Cuuporr. Mr. Mollohan, do you have any questions / 

Mr. Motionan. No, sir. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. I don’t know that I have any questions. Unfor- 
tunately I was not able to hear too much of the testimony of the wit- 
ness. 1 think any questions I may ask may already have been answered 
on the record. if the staff feels they have sufficiently explored all the 
points we had in mind discussing with the commissioner, I would 

rather just pass. 

Mr. Cuuporr. Mr. Minshall, any questions? 

Mr. MrnsHa.u. No questions. 

Mr. Cuuporr. I just have one question, Mr. de Jongh. I just 
wanted to clear something in my own mind and see whether I under- 
stood exactly what you said. 

As I understood it, you were appointed to this position in July of 
1955? 

Mr. pe Joncu. In September of 1955. 

Mr. Cuuporr. September 1955. And one of the things that you 
stipulated to when you were appointed was that from now on you 
were going to take the bull by the horns and try to operate this 


Mr. pe Joneu. That is right, sir. 

Mr. Curuporr. With records and ina proper manner ? 

Mr. pe Joneu. Put it on a current basis. 

Mr. Cuuporr. Put your whole office on a current basis and you 
were not going to take any responsibility for what happened in the 
past ? 

Mr. pe Joneu. It was clearly pointed out there was no attempt to 
make any previous statements. 

Mr. Cuuporr. You say you turned over a new page and started 
from scratch ? 

Mr. pe Joneu. That is right. 

Mr. Cuuporr. I did not hear you too well and I want to straighten 
this out in my mind. You made certain recommendations to the 
Governor concerning the taking on of additional personnel; is that 
right ? 

Mr. pe Jonen. And reclassifying of the present personnel. 


Mr. Cuuporr. You made those | recommendations in December of 
1955? 
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Mr. pe Jonen. As a particular division was reorganized, the rec- 
ommendations were made. They were made, the first recommenda- 
tion in December, the second I believe in February and on through 
the months until the fina] one was made last month. 

Mr. Cuuporr. As I further understand it, this is now December of 
1956 and you have not been able to get any of these recommendations 
through; is that right? 

Mr. pe Jonau. No; none of them have been put through yet, sir. 

Mr. Cuuporr. You did succeed in talking to the Governor nek it 
once or twice but he told you that 

Mr. pr Joneu. I think that is a misunderstanding. He did not tell 
me but I assumed that maybe he had more important things to do at 
the time than attend to the recommendations. 

Mr. Cuvuporr. You went over these problems with the Governor? 

Mr. pe Joncu. Yes. 

Mr. Cuuporrr. And to date—— 

Mr. pe Joncu. Excuse me, to date no decision has been made, 

Mr. Cuvporr. Even though you made some of these recommenda- 
tions in December of 1955, up until today, December 1956, nothing has 
happened. That is all, thank you, Mr. de Jongh. 

Mr. Jonas. What was the recommendation 4 you made in 1955? 

Mr. pe Joncu. Well, merely recommendations for reclassification 
of employees. 

In my opinion for the positions that certain employees held in the 
department and the duties that are performed, they were inadequately 
compensated for it. The entire recommendations were purely depart- 
mental reorganization. 

Mr. Jonas. Is that the sort of thing the comptroller referred to 
yesterday as a horizontal action ? 

Mr. pe Joneu. That has to come through the executive. I have 
to recommend and the decision has to come from the executive. 

Mr. Jonas. And the other recommendations were what ? 

Mr. pp Joneu. Of the same nature, effecting the reorganization of 
the department. 

Mr. Jonas. Does the executive department of the government have 
the authority to make that reorganization without statutory 

Mr. pp Joncu. Approve my recommendations. 

Mr. Jonas. And then it goes into effect without any action on the 
part of —— 


Mr. pe Joneu. As soon as the recommendations are approved they 
would be placed in effect. 
Mr. Jonas. And you say you got the impression that the Governor 


was busy on other things? Did. you ever seek an audience with him 
to discuss this particular thing? 


Mr. pe Joneu. I have, yes. He has given me audience with him 
to discuss this particular thing, but he has not made any decision. 

Mr. Jonas. Were those recommendations in w riting ? 

Mr. pe Jonau. Yes, sir. 

Mr. Jonas. Do you have copies of them? 

Mr. pe Jonau. Yes, sir. 


Mr. Lanican. We have copies. I will put them in the record if 








you would like. 


_ Mr. Jonas. I would like to see it. Mr. Chairman, obviously this 
is too much material for me to look at in a moment. I think perhaps 
906945716 
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we ought to ask the Governor to come back down and discuss that. 
I don’t think we went into that matter with him. 

Mr. Cuvuporr. I am sure we did not. 

Mr. Jonas. See what he has to say about it. 

Mr. Cuuporr. Of course I imagine the Governor was probably in- 
terested in telling the subcommittee of the accomplishments of the 
Administration and not a situation like this and I will be ver y happy 
to recall the Governor tomorrow and discuss this with him. 

Do you have any further questions 4 

Mr. Jonas. I do not think so. 

Mr. Cuuporr. Thank you, Mr. de Jongh. 

Mr. Laniean. Mr. Chairman, I just wonodered if we could put 
these recommendations into the record at this point. 

Mr. Jonas. I think we ought to wait and hear the Governor. 

Mr. Cuuporr. I think the recommendations are just recommenda- 
tions. If the Governor is going to talk about them I think they 
ought to be in the record so we know exac tly what they are. 

Mr. Jonas. I think it would be a little premature to put them in 
the record. 

Mr. Cuuporr. We will hold them and offer them in the record to- 
morrow when we hear the Governor. We will wait until after the 
Governor’s testimony and then put them in after his testimony. 

In accordance with the announcement that I made earlier that we 
hear the health department as a special order of business at 2 o’clock, 
is Dr. O’Neal in the room ? 

Would you come up, please, Doctor ? 

Mr. Jonas. Before you begin with him, may I make a supple- 
mental statement ? 

Mr. Cuvporr. Sure. 

Mr. Jonas. Mr. Chairman, before the noon recess we had several 
statements made concerning amounts of money that the Government 
of the United States has made available for expenditure in the islands 
and the amount of Internal Revenue receipts from products imported 
into the United States from the Virgin Islands, and the figures were 
given as contained in a GAO report $66 400,000 having been made 
available for expenditure in the islands as contrasted with the figure 
of $89,119,298, stated as having been received by the United States 
Treasury. 

Several people at the noon recess talked to me about those figures, 
and I got the impression that many people in the audience assumed 
from the reading by the Chairman of those figures into the record 
that the United States Government had spent $66,400,000 on the is- 
lands and had taken $89,119,298 out of the islands. 

As a matter of fact, $87,810,370 of that $89,119,298 were receipts 
represented by taxes on distilled spirits and were paid by the people 
who pure hased those spirits. In other words, the users of rum in the 
United States paid in that money and not the citizens of the islands. 

So I think it would not be fair for the inference to be drawn by 
anyone in the audience that the United States Government has taken 
from the islands $89 million and only spent $66 million down here 
because $87 million of those dollars came from Tom, Dick, and Harry 
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in the United States who paid taxes on the distilled spirits that they 
purchased and consumed. 

it would be the same thing to say that the billions of dollars that 
the Federal Government has “received from excise taxes on cigarettes 
manufactured in my State of North Carolina came from the people 
of North Carolina. It did not come from the people of North Caro- 
lina but came from the 166 million people in the United States who 
purchased the cigarettes and paid the excise taxes. 

So it would not be fair for you to assume that the United States 
Government has taken $89 million from these islands. It has re- 
ceived that amount of money in taxes from the people who con- 
sumed the rum that was imported into the United States. 

Mr. Cuvuporr. Mr. Jonas, I think that clears up the record for 
anybody that might think that the money came out of the islands. 
I did not offer it in the record for that purpose. I offered it in 
the record just to show that I had been given the impression by a 
lot of people that the Virgin Islands were part of the United States 
as step-children and they were living on charity and we were sending 
money over here so they could live and have certain facilities. 

[ just wanted to show that the Virgin Islands did produce a prod- 
uct which is a very highly taxable product just like cigarettes are a 
highly taxable product and many other products that brought rev- 
enue into the United States Treasury, and that we did not have to 
take any money out of our other pocket to supplement it. 

That is the only reason I put that in the record, because it appears 
to me that back home when we talk about the Virgin Islands, every- 
body thinks that it is a government that we support. What I mean 
by support is that we just have to send money to the government 
to keep them in existence. 

I think the figures are show ' in the GAO report and I think the 
GAO definitely spells it out. I don’t think anybody could miscon- 
strue the figures set forth in GAO’s report. That is why I put it in 
the record. I did not seek to embarrass anybody. I am not trying 
to embarrass the Administration. I am not trying to embarrass the 
Governor or anybody like that. 

Dr. O'Neal, would you identify yourself for the record ? 


STATEMENT OF DR. ERIC L. O'NEAL, COMMISSIONER OF HEALTH; 
ACCOMPANIED BY THEODORE A. THOMAS, FISCAL OFFICER, 
VIRGIN ISLANDS 


Dr. O'Neat. I am Erie O’Neal, commissioner of health. 

Mr. Cuvporr. Dr. O'Neal, will you tell us a little bit about your 
background, that is the institutions that you have worked in and the 
schools you have attended ? 

Dr. O’Neav. I was graduated from Howard University in Wash- 
ington, D. C., in 1930. 

Mr. Cuvuporr. Is that Howard University Medical School ? 

Dr. O'Neau. Medical school. 

Mr. Cuvporr. What hospitals have you been associated with? 
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Dr. O’Neau. Harlem Hospital in New York and from 1937, I be- 
lieve, if I remember correctly, until about 1942 when I came to the 
Virgin Islands, I was on the visiting staff of Harlem Hospital. 

In 1946 through 1948, I was a resident at the T ee (Jueens 
General Hospital in Jamaica, Long Island, N. Y., where I did work 
in chest and thorax surgery. 

Mr. Cuuporr. Weren’t you commissioner of health, deputy com- 
missioner of health, in the Virgin Islands before you became com- 
missioner ? 

Dr. O’Neat. I was one of the assistant commissioners of health until 
the reorganization. 

Mr. Cuuporr. When were you named commisioner ? 

Dr. O’Neau. October 1, 1956. 

Mr. Cuuporr. Do you have a prepared statement, Doctor ? 

Dr. O’Neat. I do not. 

Mr. Cuuporr. Do you want to tell the subcommittee anything be- 
fore we proceed with our questioning ? 

Dr. O’Neat. If you would give me some indication of the phases 
of the health department. 

Mr. Cuuporr. I thought you might want to give us a general state- 
ment about the health dep: 1rtment but if you w vant us to proceed with 
the questioning, we will be very glad to do so. 

Do you have some questions, Mr. Lanigan ? 

Mr. Laniean. I just thought the doctor might tell us about the 
organization of the health department and give us a little back- 
ground on how it is set up ‘ail what functions it performs, for the 
sake of the record. 

Dr. O’NeEat. Since July 22, 1955 

Mr. Cuuporr. Doctor, we have some competition. It is some kind 
of a motor, so will you try to keep your voice up a little higher so 
the members can hear you? 

Dr. O’Nrau. I am sorry, I doubt whether I can get it up higher 
without coughing. I have a little irritation of the throat right now. 
I said since June or July 22, 1955, when the entire governmental 
structure of the Virgin Islands was reorganized under Executive Or- 
der 9, the health department has been divided into three divisions 
under the commissioner of health, the division of general administra- 
tion, the division of medical care and the division of special health 
services. 

Sach of these divisions is headed by a chief. The division of gen- 
eral administration performs all the business functions I should | say 
of the hospital or the health department, rather, including the busi- 
ness functions of the hospitals in the Virgin Islands. 

The division of medical care consists of all bureaus that render 
medical or professional care on patients in the hospitals of the Vir- 
gin Islands, and the division of special health services is what would 
be considered the public-health phase of the work, so that they have 
public health, medical care, environmental sanitation all going on in 
the one department of health. 

This usually, in the continental United States, is some function 
that is carried on by three separate departments, and I want to make 
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that very clear, because most people seem to be confused when they 
talk about the department of health. They seem to dwell mainly on 
hospital functions or medical care, and most people have the impres- 
sion that the budget for the department of health is for the hospitals. 

Our budget in this present fiscal year consists of $1,245,000 roughly 
of insular funds, and about $250, 000 of grants funds. 

Of this money, total sum, about $8: 20 000 I should say roughly— 
I have the figures here—are devoted to medical care, that is, hos- 
pital functions. That is for salaries, supplies, and equipment. 

Mr. Jonas. Would you give that figure again? 

Dr. O'NEAL. Roughly $ $820,000. 

Mr. Cuvporr. Doctor, do you have with you your health depart- 
ment bulletin like the one you gave me last night where you have 
the various functions of the health department broken down into a 
little chart? 

Dr. O’Neau. I do not. 

Mr. Cuuporr. I wonder if you could send us one of those over. I 
think it would be well to put it in the record. I think it is very self- 
explanatory. 

Dr. O’Neat. The health bulletin? 

Mr. Cuuporr. Yes. 

Mr. Lanican. Here is one here. 

Mr. Cuuporr. This is the one. This shows the operation of the 
department of health from the people to the Governor to the com- 
missioner and then down to the various divisions of administration, 
and without objection I think we ought to put this page in the 
record. 

(The chart follows:) 
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Mr. Lantean. Has the Public Health Service made any survey of 
the medical conditions in the hospital in the last year or two? 

Dr. O’Neau. The United States Public Health Service? 

Mr. Lanican. Yes. 

Dr. O’Neat. No, sir. About I think 1950 or 1951, the last survey 
was made and the report was written by Dr. Terris Kandle. 

Mr. Lanican. Could you tell us briefly what recommendations 
they made at that time? 

Dr. O’Neau. They made several recommendations. 

I don’t think I would recall all of them. One was that the busi- 
ness functions of the entire department be centralized so that there 
would be an economy of operation in the use of personnel, because at 
that time they felt that there were three different payrolls, I think 
one for the section dealing with the grants programs, another for 
hospital functions and the third for sanitation, environmental sanita- 
tion. 

Another recommendation they made was that new hospitals had 
been planned and I think they had an opportunity to review the 
architect’s plans on the hospitals, and here particularly in St. Thomas 
they recommended that enough hospital office space be provided so 
that the doctors on the staff could have offices for seeing their pri- 
vate patients. 

This recommendation was made because it was brought to their 
attention that the doctors on the staff had to provide themselves with 
offices outside of the hospital for private practice, and they thought 
that since the salaries were so low and overhead expenses for these 
offices were so high, it would be more of an encouragement to attract 
more well-trained men to the islands to provide offices for them in the 
hospitals. 

Mr. Lanican. Were those recommendations followed ? 

Dr. O’Nrau. Pardon me? 

Mr. Lanican. Were those recommendations followed ? 

Dr. O’Neat. Insofar as providing offices? No, they were not. 

Mr. Lantean. Why was that? 

Dr. O’Neat. In the first place I don’t think there is room in the 
hospital building, the present structures, to provide office space for 
the staff. 

Mr. Lantean. Have you had any subsequent recommendations 
from the Department of Health, Education, and Welfare that you 
recall ? 

Dr. O’Neat. Well, there have been recommendations from time to 

time but not along those lines. This report also recommended that 
the space provided in the outpatient department according to the 
architect’s plan be enlarged because they could not see where it would 
be large enough within the space of a few years for the purpose for 
which it was intended. 
_ Mr. Lanican. I would like to ask you about the nursing situation 
in the hospitals. Have you been able to attract and hold nurses, the 
number of nurses that are needed to provide medical care for the 
hospitals and for the islands on the basis of your present: budgets ? 

Dr. O’Neat. We have considerable difficulty even though salaries 
were increased last year, but this is something that exists all over 
the United States, I think. There is difficulty in recruiting because 
there is a shortage of nurses. 
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Mr. Lantean. What salary do you pay the nurses here / 

Dr. O’Neat. They are paid according to the various pay ranges 
for positions in which they qualify. A nurse 1 position is $3,000 per 
annum. The nurse 2, or staff nurse, is $3,600. The nurse 3. or super- 
visory nurse, is $4,000 per annum. In addition to that, we have the 
directors of the nursing service in the hospitals at a salar y of $5,600. 

Mr. Lanican. In the number and quality of the nurses you have, 
how far would you say they are from what you would consider ade- 
quate standard ? 

Dr. O’Neau. According to the number of nurses 

Mr. Lanican. The number of nurses and in tr aining, too. 

Dr. O’Neat. I would say that we are understaffed to begin with, 
first of all because we must have 24-hour coverage, and this is not 
always provided. In some situations it might be for administrative 
reasons that shortages occur in that the scheduling is not well done. 
That is in addition to the shortage to start w ith. If you have 50 
nurses, let’s say, a nursing staff including nurses, nursing aids, prac- 
tical nurses, 50, and you have e a concentration during a certain shift, 
then certainly of necessity the other two 8-hour shifts that 24-hour 
period must suffer. 

Mr. Lanican. You have given us an abstract example. Could you 
tie that down to your ac tual conditions here on the three islands? 

Dr. O’Neat. I think that condition obtains more in Christiansted 
and in St. Croix, than it would apply here in St. Thomas. 

Mr. Lanican. Could you instead of giving us abstract figures tell 
us just what you have and what you think you would need ? 

Dr. O’Neau. For instance we have in the entire health department 
57 graduate nurses, 44 nurses’ aids, 25 practical nurses, 15 institu- 
tional attendants. This is to staff all of its medical institutions. 

We have in St. Thomas a 116-bed hospital, on St. Croix the hospital 
at Christiansted has about 60 beds and the Fredericksted clinic, 12 
beds. 

In addition to these institutions, however, we have a clinic in St. 
John that is not used as a hospital but only for emergency purposes 
with 4 beds, and the Kings Hill Home, more of a home for the aged 
than a hospital, but that has about 150-bed space. 

Hansen’s Home for persons afflicted with this disease, known 
otherwise as leprosy, we have there at the present time I think 15 
patients, but it can provide space for about 50. 

Mr. Lanican. You still have not really gotten down to the ques- 
tion which I asked you, which is, what sort of a nursing staff do you 
have and what kind do you feel you need to provide adequate service 
for the islands? 

Dr. O’Neau. Adequate service is something abstract. With the 
staff that we have we can give adequate service, but situations arise 
where you might have a certain number of these nurses out on leave, 
whatever type of leave it happens to be, sick leave, maternity leave, 
and annual leave, and we have no replacements. That is the thing 
that causes a problem. 

On the other hand, no one can say definitely just a certain number 
of nurses that would be adequate except to say that the funds that 
are available, this is the staff we can have. 
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After you arrive at that conclusion as to the adequacy of num- 
bers, you must also bear in mind that you must have a budget from 
which to provide them with salaries. 

Mr. Lanican. Have you submitted a budget yet for the fiscal year 
starting July 1, 1957? 

Dr. O’Neat. I have not. 

Mr. Lanican. Have you made one up in your department as yet? 

Dr. O’Neat. No, we have not. It is due on January 4, I think. 
We are working on it. 

Mr. Lanican. Have you had occasion to examine the conditions 
of the buildings and facilities at the Kings Hill Home which you 
mentioned, which is a home for the aged ? 

Dr. O’Neau. I have not lately, but we have reports on all these 
structures. 

Mr. Lanican. What do the reports indicate as to the condition of 
the buildings? 

Dr. O’Neau. They are in disrepair. The same thing obtains for 
Hansen’s Home. They are really not fit for the purpose for which 
they are being used. 

Mr. Lanigan. Why is that? 

Dr. O’Neat. We have no funds in our budget to provide for repair 
or rehabilitation of these buildings. 

Mr. Lanican. Have you attempted to get funds to rehabilitate the 
buildings? 

Dr. O’Neau. I think the former commissioner can better answer 
that because I would only answer in relationship to my position 
before I became commissioner of health. I have not made any re- 
quests since I became commissioner of health, but I know a request 

yas made. 

Mr. Lanican. I take it then you took over about October 1? 

Dr. O’Neat. October 1. 

Mr. Lanican. And you do not know the experience in getting 
money that the commissioner had, prior to that time, is that “right? 

Dr. O’Neat. I know vaguely of it, generally. The details I w ould 
not be able to tell. 

Mr. Lanigan. Have you had any shortage of medical supplies at 
the hospital either here or on St. Thomas or St. Croix ? 

Dr. O’Neau. Yes, we have from time to time. 

Mr. Lanican. Could you tell us what vour experience has been, 
what sort of shortages you had and how they have come about and 
what you have done to alleviate them ? 

Dr. O’Neat. The shortages have been in drugs and solutions and 
certain supplies, and I think since the fiscal officer of the department 
is here and is the person directly concerned with that phase of the 
department work, he will be able to answer your question better than 
I can, if you will permit me to call on him. 

Mr. Lanican. Do you know whether drugs are there or not? 

Dr. O’Neau. Yes, but you asked me the reason. 

Mr. Laniaan. Yes. 

Mr. Cuunorr. I think we can bring the fiscal officer up and have 
him sit beside you, Doctor, and anything that you cannot answer 
yourself, he probably can help you with. 

Would you give the reporter your name, sir? 
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Mr. Tuomas. Theodore A. Thomas, sir. 

About January of last year the proper authorities authorized the 
health department to invite bids not to exceed $20,000, and that this 
sum would be made available after the bids are awarded. 

We attempted over and over to get this sum. No concrete evi- 
dence that we would not receive this amount was forthcoming until 
about the 15th of June when they advised the commisioner of health 
that this amount would not be made available. They had to cancel 
these bids. That is the reason for the shortage in many items. 

Mr. Knox. Mr. Chairman, I wonder if the gentleman would iden- 
tify “they.” Whom do you refer to when you say “they” ? 

Mr. Tuomas. The proper authorities on central level, the Gov- 
ernor’s office, the office of the government secretary. Those are the 
officials that give us the authority to invite bids, and in turn they 
could not make the amount of money available when we needed it. 

Mr. Kwox. Had the money been appropriated ? 

Mr. Tuomas. It was appropriated. 

Mr. Knox. Allocated? 

Mr. Tuomas. The money was available by the senate and approved 
by the Governor, but in making the quarterly allocation of funds, 
they reduced our budget to more than $300,000 less than we antici- 
pated. 

Mr. Kwox. You said less than what you anticipated ? 

Mr. Tuomas. Correct. 

Mr. Kwox. Was it less than what the legislature had approved? 

Mr. Tuomas. Oh, ’way less. 

Mr. Knox. How much less? 

Mr. Tuomas. I think at the time they cut about $457,000 I think, 
to be correct. 

Mr. Knox. What was your total appropriation for your opera- 
tion ? 

Mr. Tuomas. Last year $1,245,220. 

Mr. Kwox. And it was reduced by over $400,000 ? 

Mr. Tuomas. That is after you have reduced the amount, that is 
what remained. . 

Mr. Knox. I don’t follow you. 

Mr. Tuomas. $1,457,000, something around there, and by the time 
the Governor authorized the allocations, we got, $1,245,220. 

Mr. Kwox. The legislature approved $1,457,000 ? 

Mr. Tuomas. Somewhere in that vicinity. 

Mr. Kwox. For a 12-month period ? 

Mr. Tuomas. For 12 months, yes. 

Mr. Kwox. And the allocation was $1,245,000? 

Mr. Tuomas. $212,000? 

Mr. Knox. Is the remaining $212,000 forthcoming? 

Mr. Tuomas. I am not talking about this year. That was last 
year when we had the shortage I am talking about. That was fiscal 
year 1956. In fiscal year 1957 we have not been allocated the full 
amount as approved by the senate and the Governor. 

Mr. Knox. You had an allocation of $1,245,000. How much did 
you spend ? 

Mr. Tuomas. We spent approximately $1.2 million, and we have 
outstanding as of November about $13,000. 
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Mr. Kwox. Did you spend $1.2 million or $1,200,000 ? 

Mr. Tuomas. $1,200,000. 

Mr. Kwox. $1,200,000 ¢ 

Mr. Tuomas. Yes, $1,200,000. 

Mr. Kwox. Leaving a balance then of $45,000 of unexpended funds? 

Mr. Tuomas. About that. 

Mr. Kwox. You had the $45,000 and you were authorized to spend 
$20,000 for drugs, was that true ? 

Mr. Tromas. Correct. 

Mr. Knox. And you said the money was not forthcoming ? 

Mr. Tuomas. No, it was not forthcoming at all. Let me give the 
history back of it. During that fiscal year our allocation was re- 
duced to a quarterly allotment. It was about $33,000 short of our 
actual expenditure over the previous fiscal year. Then they increased 
salaries without giving us additional money for these salaries. 

In other words, we had to reduce supplies to be able to take care 
of salaries. The then commissioner of health requested a conference 
with the Governor and his staff and members of the senate. The 
commissioner propsed to them at that time that they will be forced 
to reduce staff. I advised them not to do that, that they will provide 
a certain amount of money. We also were granted certain authority 
to transfer certain sums from the third and fourth quarters of the 
fiscal vear 1956 to the first and second quarters in order to buy these 
supplies such as groceries, propane gas, and fluid oil. That author- 
ity was granted. 

Then they also assured us that we will get the $20,000 to be able to 
purchase our supplies for this hospital. 

That is the $20,000 that has never been made available. 

Mr. Lanican. What supplies were you short when you failed to get 
that? What result did that have? 

Mr. Tuomas. Certain solutions, drugs, and many items. We needed 
2 boilers at a cost of about $4,000 and it was impossible to get any of 
these boilers until the first of July when we purchased one. And 
because for the first 3 months of this present fiscal year they were 
forced to give us one-quarter allocation only, we were not able to 
purchase the other boiler. 

It is only in the latter part of November that I think many of the 
departments were advised what would be the yearly amount that we 
can expect. 

In other words we know for the balance of this year we will have 
$622,000 that we can spend from local funds. Last year and the first 
6 months of this year you had to operate on your quarterly allocation 
of funds. 

During the first 3 months they give us the same $311,000 wherein 
you had to provide for salaries for 6 day periods, and they gave us the 
same amount, $311,000, for the period ending December where you 
have 7 pay periods. 

So if you have to provide for salaries, then naturally supplies must 
be affected. 

Mr. Laniean. Did you find that buying on a quarterly budget or 
having quarterly allotments tends to prevent you from buying medi- 
cines in such quantities as you could get them at lower rates; ‘that i 1S, 
you have to buy smaller amounts and consequently pay higher rates 
than you would if you could buy a whole year’s supply at once? 
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Mr. Tuomas. That is right. However, I should clarify that. If at 
the beginning of the fiscal year they were to advise the health com- 
mission that your yearly allocation of funds would be $1 million or 
$2 million, then you can easily establish a sound program of procure- 
ment over the 12 months’ period. If they limit you with no advice as 
to your total allocation of funds but just give you $311,000, you can 
run into a lot of trouble because naturally you might invite bids. 

You might have some emergency and then you find that you are 
expanding and you can’t overexpand, you can’t overobligate at all. 

Mr. Laniean. Have you had a shortage of funds in the hospital 
for medicines for the tuberculosis patients, Dr. O’Neal ? 

Dr. O’Neau. We had at some time last year for a period of about 
2 to 3 months, there was no streptomycin, there was no isonicotinic 
acid and no pas inh and streptomycin, three specific drugs used in the 
treatment of tuberculosis. 

Mr. Lanican. What effect could the absence of such drugs be ex- 
pected to have upon tubercular patients at the hospital ? 

Dr. O’Neau. Naturally in some cases patients would retrogress, their 
condition would retrogress, instead of continuing to improve as it 
does on the drug. There were, however, some of the patients who were 
able to purchase drugs on their own accord either from their own funds 
or through donations by friends or relatives who were able to pur- 
chase some of the drugs. 

Mr. Mrinsuatt. Mr. Chairman, might I just interject here? 

Mr. Knox, when he asked you several questions about the amount 
of money appropriated and the amount of money spent, it was indi- 
cated by that line of questioning that you had approximately $45,000 
left ; is that correct? 

Dr. O’Neau. No; there was never any surplus. 

Mr. MrinswHati. Mr. Knox do you have those figures ? 

Mr. Kwox. I have the figures, at least as I understood them. You 
said you had a budget of $1,245,000? 

Mr. Tuomas. Correct. 

Mr. Knox. That you had expended $1,200,000, leaving a balance 
of unexpended funds of $45,000? 

Mr. Tuomas. Let me give you those figures again. 

The Governor allocated to the health department an amount of 
$1,245.220.25. We have actually spent $1,232,.240.23. We have in 
outstanding obligations, $12,941.70. We have an unobligated balance 
of $38.32. You see those obligations we have to pay. We have to pay 
those obligations. 

Mr. Knox. We understand that. 

Mr. Cuuporr. Was that at the time the $13,000 that somebody sent 
you, you never got ? 

Mr. Tuomas. No, no; that is not the case. Some of these outstand- 
ing obligations represent claims for people who retire from the gov- 
ernment, and the office must get claims from these individuals. You 
just can’t send up any payments unless there is a claim, to the finance 
department. It must be in the form of aclaim. Then we owe Superior 
Mercantile about $4,000 for certain hospital supplies, sheets, and gowns 
and so on. 

Mr. Mrnsuary. Doctor, what would have been the cost of these 
drugs, for tuberculosis patients that you were in short supply of, 
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to bring that up to 100 percent of demand? What would have been 
the cost of those drugs so there would not have been any shortage, 
in dollars and cents? 

Dr. O’Neat. I can’t say accurately. 

Mr. MinsHau. Just in round figures. 

Dr. O’Neau. I would say that perhaps $100 a month would have 
tided us over. 

Mr. MinsuHatu. In other words for a mere $1,200 a year you were 
short vital drugs? 

Dr. O’Neau. I am saying perhaps $100 a month during that partic- 
ular period might have « arried us over. Don’t forget that we had 
used 

Mr. MinsHati. What was that particular period ? 

Dr. O’Neat. During this shortage we had used drugs from our 
stock. 

Mr. MinsHarty. What would that come out in round figures in 
hundreds of dollars then? How many hundreds of dollars would 
that have amounted to in toto? 

Dr. O’Neat. I could not answer that question. 

Mr. MinsHALL. Just your best guess? 

Dr. O’Neau. I would say $300 to $500 might have taken us over 
that period when there was absolutely none in existence on shelves in 
the storeroom. Perhaps it might be less. As I say, I cannot be ac- 
curate. 

Mr. Knox. What is your normal inventory on those drugs? 

Dr. O’Neau. I would not know. Perhaps the fiscal officer could 
answer that. 

Mr. THomas. Normal inventory in drugs should not exceed more 
than $45,000, but what happened last year was this: 

The reason why you had the shortage was many times we were 
operating in the red. You could not go out and buy anything. The 
former commissioner of health at times would authorize us to pick 
up some of these drugs from these drugstores and pay for them from 
what you call private : contributions. 

When that got exhausted and we could go no more, then I would 
run over to the commissioner and tell him we have got to do some- 
thing, go to the Governor and tell him what was happening. It was 
not until about the month of—the 29th of June that we received au- 
thorization for about $50,000 to be able to pay salaries. 

Mr. Motiouan. Mr. Thomas, was the Geresinn currently advised 
of these critical shortages in your drugs ? 

Mr. Tuomas. I advised the commissioner. He advised the Gov- 
ernor. 

Mr. Mottonan. That is during the period that this shortage existed ¢ 

Mr. Tuomas. Even before. 

Mr. Mottonan. The Governor was kept informed ? 

Mr. Tuomas. Even before, even before. 

Mr. Motionan. In other words, you anticipated the shortage and 
told him what it would be ? 

Mr. Tuomas. Correct. 

Mr. Motionan. Let me recap this fiscal situation for a minute to 
see if I understand it. What was the total amount appropriated by 
the legislature or by the Senate to carry on the functions of the health 
department ? 
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Mr. Tuomas. For 1956? 

Mr. Motionan. 1955-1956; yes. 

Mr. Tuomas. If I am correct, I think it was $1,457,000 in round 
figures. 

Mr. Motionan. That is what I have heard but I also understood 
you to say there was allocated an amount less than that by 
$457,000. 

Mr. Tuomas. No. Let me explain that. Then when we were ad- 
sided that we had available for the entire year an amount in the vic- 
inity of about $991,000-——— 

Mr. Motionan. In other words, the original indication by the 
Governor was for only approximately $1 million / 

Mr. Tuomas. Correct. 

Mr. Motionan. Despite the fact that the senate had appropriated 
$1,457,000 ¢ 

Mr. Tuomas. Correct. 

Mr. Motionan. And then at the end of the year when all of your 
operations were wound up you had used $1,244,000, approxim: ately / é 

Mr. Tuomas. Yes. 

Mr. Motionan. And you had an unobligated and unliquidated 
balance at the end of the year to turn back into the treasury ¢ 

Mr. Tuomas. No, no; not turn back. 

Mr. MoLLonan. $38.52 ¢ 

Mr. Tuomas. No; you see because this amount of money will 1 
main with us until the end of this fiscal year 

Mr. Motionan. In other words, you ave the succeeding year in 
which to spend any funds that you might have carried over / 

Mr. Tuomas. No, no; this amount of money unobligated will be 
available to us to make any adjustment. In other words, a bill might 
come in you know for more than we have obligated. 

Mr. Mottonan. As it stands right now, you have used every dollar 
that was apropriated to you except $38.32 ¢ 

Mr. Tuomas. Oh, correct. 

Mr. Motionan. And the Governor was kept informed all of the 
time? In fact, you informed him prior to the occurrence of tlhe 
shortage that such a situation would exist ? 

Mr. THomas. Oh, correct. 

Mr. Motxtonan. Unless you were given additional funds? 

Mr. Tuomas. Correct. 

Mr. Pincus. Could I ask a question, Mr. Chairman ? 

Do you have any figures that show how much of your money in th: 
hospitals is spent for residents of the Virgin Islands as compared to 
people who may come from other places? 

Mr. Tuomas. No. I think that would be a hard matter to go into. 
I can readily send you figures of what it costs to give service to resi- 
dents or nonresidents. 

Mr. Pincus. Do you have such figures? 

Mr. Tuomas. Correct. I can send you figures on that, residents and 
nonresidents. 

Mr. Prxncus. Who are the nonresidents ? 

Mr. THomas. Somebody coming in from one of the British Islands 
would be a nonresident or some tourist staying at the hotels. 
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Mr. Pincus. Do you have any idea roughly how it breaks down, 
that is your expenditure as to residents and nonresidents, in your own 
mind ¢ 


Mr. Tuomas. No; I do not. 

Mr. Pincus. Do you know the annual report of the Governor of 
the Virgin Islands for the fiscal year ended June 30, 1955, makes 
special reference, and I assume it must have been written in the 
health department and approved by the Governor, to the problem that 
is created by the nonresidents? Are you familiar with that part of 
the annual report ‘ 

Mr. Tuomas. I am familiar with the report but I don’t care to dis- 
cuss that. 

Mr. Pincus. Well, in making up your budget, how do you take this 
into account? I think that is where our interest is. 

Mr. Tomas. The way we would make the budget up is use the prior 
year as the basis. There will be times when you will have to antici- 
pate the amount of tourists coming into the islands or the labor short- 
age that may be caused so you w ill be able to provide the medical care 
program with more e supplies. 

Mr. Pincus. Leaving the tourists aside, the annual report, for ex- 
ample, makes reference here on page 36 at the bottom that the ob- 


stetrical cases are in many ways the most troublesome and the most 
numerous. 


It must be remembered that children of aliens born on these islands auto- 
matically become United States citizens and we have found women in our clinics 
who admit to having delivered as many as five children in our hospital. 

Now what has been done about that situation or what should be done 
about that, or what should the committee know about that situation ¢ 

Mr. Tuomas. I think maybe the present commissioner and the 
former commissioner might be able to answer that question much more 
adequately than I. 

Dr. O’Neau. I can say that the immigration authorities in conjunc- 
tion with the United States Public Health Service keep a tab on all 
aliens entering the United States through this port. 

If they have suspicions that an alien woman here got in under false 
pr etenses and might be pregnant, Immigration Service usually refers 
that woman to the United States Public Health Service for ex- 
amination. 

The physician there determines whether she is pregnant, and the 
stage of pregnancy, and makes a report to the Immigration Depart- 
ment. They take action after that. I might say also that of the 
women who deliver here and who are not residents, some are married 

» American citizens and others are common-law wives of American 
citizens residing here. 

Mr. Cuuporr. Isn’t it true, Commissioner, that your biggest prob- 
lem came from the people who came from Tortolla to work in the 
American Virgin Islands, and who brought their families with them ? 
Then when their wives became pregnant, they came to your hospital 
and they had their children there. Isn’t that your biggest problem ? 

Dr. O’Neat. That is one of the problems. 

Mr. Cuuporr. Haven’t you met that situation by regulation that 
any man who comes from Tortolla or any of the other British Vi irgin 
Islands who brings his family with him for the purpose of working 








244 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


has to put up a bond to indemnify the government of the Virgin 
Islands for hospital care or treatment that the dependents get here? 

Dr. O’Neat. That is so now. 

Mr. Cuuporr. So that is taken care of by that regulation ? 

Dr. O’Neau. In a way. 

Mr. Laniean. I just want to ask when was that regulation put into 
effect ? 

Dr. O’Neat. I am not certain, but it most probably was this year 
or the last fiscal year. 

Mr. Laniean. I recall that last year this problem was discussed 
and there was some suggestion that such a bonding arrangement be 
made. At that time no one indicated that there was such a regula- 
tion, so I was wondering whether it has been put into effect since 
then. 

Dr. O’Neau. There is such a regulation that exists now at the 
present date. I am not sure whether it is a year old or perhaps 
older. Personally I think it is less than a year ‘old, less than a year 
since it is in effect. 

Mr. Pincus. Could we get those figures on how much is spent on 
residents and nonresidents, for the record ? 

(This information was not available. ) 

Mr. Pincus. I have one question. What has been done about the 
suggestion on page 38 of last year’s annual report that the Kings Hill 
Home, that it be reorganized into a home which it is supposed to be 

according to the report here rather than a hospital, and thereby allevi- 
ate some of the shortage of trained nursing personnel. Are you 
familiar with that? 

Dr. O’Nreau. When you say “be converted into a home for the aged,” 
you mean to be placed under the Department of Social Welfare? 

Mr. Pincus. I will read you what the recommendation is, page 38: 

The basic problem at Kings Hill Home is that it is not primarily a hospital 
but rather a home for the aged and ir.irm. It should therefore be run as such 
with one section staffed by the health department for those who are ill. 

I imagine that ties in with your suggestion? In this way the 
demand for nurses would be less. 

Dr. O’Neau. That has been a request made by the medical director 
and formerly the assistant commissioner r of health for St. Croix over a 
pel riod of the last 5 years I should say, but you must also remember 
that the department of social welfare is fates one of the local divisions 
of local government, departments of local government, and they oper- 
ate on limited funds also and cannot take on any more than they are 
carrying right now, unless more funds are available. 

Mr. Pincus. Would that alleviate your nurse shortage and also be 
more economical ? 

Dr. O’Neau. I do not see how it would because there are not so 
many nurses on the staff there. 

Mr. Pincus. The report says: 


In this way the demand on nurses would be less. 


Do you agree with that statement ? 
Dr. O’Neat. Perh: aps you might be able to withdraw a few nurses 


who are stationed at Kings Hill, and place them in hospital service. 
Mr. Lanican. Could some of our 
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Dr. O'NEAL. Excuse me a minute. I will see if I can find the figures 
on the nursing staff. One nurse, two positions, and four nurses, one, 
out of an occupancy of roughly a hundred, 

Mr. Pincus. In other words you think this recommendation needs to 
be modified at present? You don’t go along with this recommenda- 
tion ? 

Dr. O’Neau. I go along with it but I don’t see how it can be imple- 
mented as long as we get that for an answer, that social welfare ao 
not have the funds any more than we have for operating this as a home 
for the aged. 

Mr. Lanican. Is it cheaper to run it as a home for the aged than as 
a hospital with nurses? That is the point I am trying to clarify. 

Dr. O’Neau. It is not actually a hospital in my estimation. That 
would be a stretch of the imagination to call it a hospital. 

Mr. Ciuporr. Commissioner, what you have over there is a certain 
number of old folks who are very feeble and require almost constant 
semimedical care so that you have to have some nurses in the home? 
Dr. O'Nean. A certain percentage of them will require nursing 
care, 

Mr. Cuvporr. Therefore, you could not possibly operate that home 
without nurses ? 

Dr. O’Neau. That would be a minority. 

Mr. Curporr. How many nurses do you have there? 

Dr. O'NEAL. Five. 

Mr. Cuvuporr. Could you get along without five if you got some 

cind of attendants other than nurses ? 

Dr. O'Nuav. Well, I suppose we could. 

Mr. Cuvuporr. But the degree of care would be substandard rather 
than standard? 

Dr. O’Neau. Yes; because this is a 24-hour coverage. 

Mr. Lanican. I would like to ask you a question about Kings Hill. 
On Friday afternoon we went over some figures showing various items. 
One of them was the cost per meal at Kings Hill Home, and accord- 
ing to this figure, the cost per meal included both food and all the 
gas and cooking and everything, the cost per day per patie nt is 45 
cents, of which about half could be allocated to food. 
that you would be spending about 22 or 23 ce 
home for the aged. 

Is that a correct interpretation of these figures ? 

Dr. O'Neav. First I want to say that this ration cost per day is an 
estimate made on the actual figures for a period of 1 month, the month 
of November 1956. You were speaking about Kings Hill Home? 

Mr. Lanican. Yes. 

Dr. O’Neav. And the daily ration cost there is 45 cents per patient. 

Mr. Lanican. Does that include the cost of cooking and gas? 

Dr. O’Neat. That is right, all expenses connected with providing 
meals. It includes the costs of the raw food as well. 

Mr. Lanican. Half of that is for food, is that right, about 22 or 23 
cents for food and the rest for the preparation ? 

Dr. O’Neau. About that. 


Mr. Cuvuporr. Mr. Lanigan, would you yield to Congressman Knox, 
please ? 


Mr. Knox. You gave the per capita cost of food. What is the per 
capita cost, the overall cost of each patient in the institution? 
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Dr. O’Neat. Kings Hill? 

Mr. Knox. Yes. 

Dr. O’Neau. I do not have those figures. 

Mr. Pincus. $1.99 a day. 

Mr. Knox. $1.99 a day, of which 45 cents a day is for food? 

Dr. O’Neau. For food. 

Mr. Cuvporr. Commissioner, you cannot feed those people very 
handsomely for 45 cents a day, can you ! 

Dr. O’Neau. You certainly cannot. 

Mr. Cuvuporr. Do they get three meals 4 

Mr. Tuomas. Three meals. 

Dr, O’Neat. Three meals a day. ‘The average occupancy is about 
116 patients. 

Mr. Cuvuporr. You can’t give them any eggs or very much butter 
for that, can you? 

Dr. O’Nea. I presume not. 

Mr. Jonas. Would you yield right there? Do you collect any 
fees from any of the inmates of that home? 

Dr. O’Neat. No. 

Mr. Jonas. You mean they are not able to pay? 

Dr. O’Neau. These are all aged. 

Mr. Jonas. That does not make any difference how old they are, 
if they have property. 

Dr. O’Near. They are medically indigent, in addition to being 
aged. 

Mr. Jonas. You mean every one of them? 

Dr. O’Neat. Yes, that is right. That is why the recommendation 
has been made over a period of years that it should be a home for the 
aged and not be considered part of the operations of the department 
of health. 

Mr. Jonas. Do you make any effort to collect anything from people 
upon whom they might naturally depend as members of the family / 

Dr. O’Near. No, sir. 

Mr. Jonas. Would a person be admitted to Kings Hill Home as 
a medically indigent person, if he had sons and daughters who were 
able to defray the cost of keeping him there? 

Dr. O’Neav. I presume that most of the inmates of that institution 
are screened before admission by social service or social welfare. That 
is where we get a final recommendation for institutionalizing. 

Mr. Jonas. What would be the situation, do you 
machinery-—— 

Dr. O’Neat. I don’t think that person would qualify for admission 
to Kings Hill Home. 

Mr. Jonas. I should think he ought to qualify for admission but 
that the son or daughter in question ought to pay for it, that is if you 
had a vacancy. They might not have a place to keep him at home 
but they might be able to pay for him. That happens constantly in 
the continental United States. 

Dr. O’Neat. That might be so but we have said repeated|y- 

Mr. Jonas. I know of my own knowledge dozens of people who are 
paying for the support of aged parents in institutions. Of course we 
have institutions to take care of people where they have no one upon 
whom they can depend. I just wondered whether you have any ma- 
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chinery by which you can collect certain money for support and main- 
tenance { 

Dr. O’Neau. Machinery exists, certainly, but I thought you were 
asking me whether any had been collected. 

Mr. Jonas. You don’t know of any ? 

Dr. O’Neat. Machinery exists just like it does for any other patient. 

Mr. Jonas. Do you receive any receipts from or on behalf of the 
inmates of Kings Hill Home? 

Mr. Tuomas. No receipts at all. There was one inmate whom the 
former commissioner, I think, authorized the social service director 
to investigate and that investigation revealed that the next of kin were 
in no position to pay for housing this inmate. 

Mr. Lanican. I just want to get this food situation straight. The 


45 cents a day is the total cost of food plus preparation of ‘the food. 
Is that not correct ¢ 

Mr. Tuomas. Correct. 

Mr. Lanican. And roughly half of that 45 cents is for food and 
half of it is for preparation ¢ 

Mr. Tuomas. Roughly, correct. 

Mr. LANIGAN. Roughly half. Now would anyone go to a place 
where they get about 22 cents a day’s worth of food, if they could 
avoid it? Do you find that people actually are trying to get into 
Kings Hill or is it a last resort ¢ 

Mr. Tuomas. No, | think that to be able to get into the Kings Hill 
Home you have to meet certain qualifications. I am not too sure but 
I can get this information from St. Croix. I don’t think you can 
just try to get there because you need some place to live or something 
toeat. I think there are some mechanics first. 

Mr. Lanigax. How do you feed them for about 22 or 23 cents a 
day worth of food? What sort of a diet do they have ¢ 

Mr. THomas. Members of the health department know it is almost 
impossible, but that is the fact. 

Mr. Jonas. Mr. Lamigan, would you let me ask a question right 
there ? 

Mr. LaniGan. Yes, sir. 

Mr. Jonas. You did not charge the employees of the board of health 
but 25 cents, did you, at the hospital, or was that 25 cents a meal you 
charged ? 

Dr. O'Neau. A meal. We charge employees of the hospital that 
now eat there 50 cents per meal. 

Mr. Jonas. You did not do that for a long time until you were 
checked and ran out of money, isn’t that right / 

Mr. Tuomas. Well, you see we have to follow directions. When 
the governor says ¢ harge, we have to charge. 

Mr. Jonas. But until he said inerease the charge, you were. not 
charging them but 25 cents a meal, were you / 

Mr. Tromas. I don’t like to go into that, sir. 

Mr. Jonas. [ imagine you would not like to go into that. Would 


you explain to me why you permitted all employees of the depart- 


ment of health to receive their meals at the hospital for 25 cents a 
meal / 

Mr. Tiromas. Not all employees were eating there. I think at that 
time it was an attempt on the part of the commission to show the 
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ast Governor that the amount of money that we will be able to col- 
fect from food will be very small. He did prove his point, but finally 
we increased it and restricted it just to employees in the hospital. 

Dr. O’Neau. I might say, sir, at this point that these employees 
formerly received meals free. 

Mr. Jonas. Free? 

Dr. O’Neat. Free at the hospital over a period of years. These 
are nurses, chauffeurs, and other attendants that for years had been 
accustomed to receiving their meals free. 

Mr. Jonas. You mean it was not restricted to people who were 
on tours of duty ? 

Dr. O’Neau. Yes, on duty, while they were on duty. That is why 
a person might eat 1 meal, depending on the shift he was on, or 2 
meals, never more than 2. 

Mr. Jonas. How long did you furnish all employees free subsis- 
tence ? 

Dr. O’Neau. Up to that point, from the time of the existence of 
the hospital up to that point. 

Mr. Jonas. Until when? 

Dr. O’Neau. Last year. Was it last year? 

Mr. Tuomas. The ‘last fiscal year, about 1955. 

Mr. Jonas. There is one other thing I wanted to get straight be- 
fore Mr. Lanigan proceeds. You keep talking about half of 45 cents. 
The information I have indicates that the average ration rate was 
49 cents a day ? 

Mr. Laniean. Here are the figures. 

Mr. Motionan. That was a breakdown. 

Mr. Jonas. I have the breakdown. Now whose figures are 
right ? 

Mr. Cuuporr. That was 1955. 

Mr. Pincus. Fiscal year 1955 for the 49 cents. 

Mr. Cuuporr. They have been able by efficiency to cut it down 4 
cents a day, Mr. Jonas. 

Mr. Jonas. How does that compare with the Army ration rate of the 
United States? Does anybody know? How does that compare with 
the rate that obtains in continental United States? 

I mean there was a lot of laughter when you said 49 cents, but when 
you spread that out over a 150-bed capacity of people who are old and 
infirm, who do not eat a heavy diet, it might make quite a difference. 
There might be quite a difference. I mean merely to say it is 49 
cents per person or 45, without going into all of the factors, might be 
misleading. 

Mr. Laniean. Do you think you are giving them an adequate diet 
on 22 cents’ worth of food a day? 

Dr. O’Neat. The total budget for the Kings Hill Home is $63,240. 
That would include the salaries for employees, your light bill, your 
water bill, supplies. 

Mr. Motrouan. Doctor, do you have a dietitian at Kings Hill? 

Dr. O’Near. No: we have no dietitian. We have a nutritionist. 
We have no dietitian. 

Mr. Jonas. Do you havea nutritionist ? 

Dr. O’Neat. A nutritionist for the entire department. 

Mr. Motxnonan. For Kings Hill? 
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Dr. O’Neav. The entire department, insular level. 

Mr. Motionan. Who is responsible for passing on the diets, food 
preparation and whatnot, the superintendent ? 

Dr. O’Neau. She helps with it. You would have someone at the 
institution who is in direct charge of the food service. They receive 
assistance and guidance from the nutritionist. 

Mr. Pincus. Let me ask you a question about the overall comparison 
between these institutions. I have some figures here. I think these 
are allon St. Croix. I don’t find any for St. Thomas. 

Mr. Cuuporr. That is where the homes are, on St. Croix. 

Mr. Prvcus. This includes also the hospitals on St. Croix. I was 
wondering why it costs $10 per patient per day at the Charles Harwood 
Hospital and $21 a day at the Fredericksted Clinic? 

Dr. O’Netw. I don’t know offhand whether your figures are correct. 

Mr. Pincus. Those are the figures in the Governor’s report for fiscal 
1954 and 1955. 

Dr. O’Netw.. I understand all that, but I do not know how they were 
arrived at. 

Mr. Prxcus. You don’t think these are accurate ? 

Dr. O’Neat. I do not think they can be, but I could explain the 
higher figure in the case of Fredericksted in that it was a 12-bed insti- 
tution, so the cost would be higher. 

Mr. Pincus. It costs twice as much to maintain that for the smaller 
capacity. 

Dr. O’Neau. The smaller capacity at the hospital. 

Mr. Pixcus. Does that account also for the 71-cent ration rate at 
Charles Harwood and 91 cents at Fredericksted? You have a higher 
overhead, in other words ¢ 

Dr. O’Neat. It is higher than that according to this actual estimate 
for November. 

Mr. Cuvporr. Doctor, I wonder if you would not submit for the 
record a typical menu which you serve over at the old-age home. Do 
you serve three meals a day there ? 

Dr. O’NEau. We would have to get that from St. Croix. 

Mr. Cuuporr. We do not need it today but you can get it and submit 
it to the subcommittee. I think it would be well to have in the record 
exactly what you fed those old folks for 22 cents a day. 

We would like it for the whole week instead of for 1 day. We 
do not want you to pick out the nicest day, maybe the Sunday dinner, 
but from Monday to Sunday if you please, sir. 

(The information follows :) 


MeENvs, Kine’s Hitt Home 


Sunday, December 2, 1956: 
Breakfast: Coffee, buttered bread, milk, cheese 
Lunch: Baked beef, rice, gravy, green peas, bread and cereal 
Supper: Buttered bread, tea, milk 
Monday, December 3, 1956: 
Breakfast: Buttered bread, tea, milk 
Lunch: Corned beef, spinach, fungi, cereal, bread 
Supper: Bread, cheese, tea, milk 
Tuesday, December 4, 1956 
Breakfast: Buttered bread, tea, milk 
Lunch: Stewed beef, vegetables, cabbage, fungi, cereal, bread 
Supper: Buttered bread, tea, milk 
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Wednesday, December 5, 1956 
Breakfast: Buttered bread, tea, milk 
Lunch: Pinto bean soup, dumplings, stewed beef, bread 
Supper: Bread, salt fish, tea, milk 
Thursday, December 6, 1956 
Breakfast: Buttered bread, tea, milk 
Lanch: Baked mutton, gravy, fungi, bread, oats, cereal 
Supper: Buttered bread, cheese, tea, milk 
Friday, December 7, 1956 
Breakfast: Buttered bread, tea, milk 
Lunch: Red peas cooked in rice, stewed beef, cereal, bread 
Supper: Buttered bread, cheese, tea, milk 
(Saturday menu not furnished. ) 
Sunday, December 9, 1956: 
Breakfast: Buttered bread, coffee, milk 
Lunch: Baked beef, gravy, rice, beets, cereal, bread 
Supper: Bread, cheese, tea, milk 
Monday, December 10, 1956: 
Breakfast: Buttered bread, tea, milk 
Lunch: Pinto bean soup, bread, stewed beef, cereal (dry) 
Supper: Buttered bread, tea, milk 
Tuesday, December 11, 1956: 
Breakfast: Buttered bread, coffee, milk 
Lunch: Baked beef, fungi, cereal, bread 
Supper: Cheese, bread, tea, milk 
Wednesday, December 12, 1956: 
Breakfast: Buttered bread, tea, milk 
Lunch: Salt fish, fungi, bread, cereal, dessert (Jello) 
Supper: Bread, cheese, tea, milk 
Thursday, December 13, 1956: 
Breakfast: Buttered bread, tea, milk, cheese 
Lunch: Stewed meat, rice, vegetables, bread, cereal 
Supper: Bread, cheese, tea, milk 
Friday, December 14, 1956: 
Breakfast: Buttered bread, cocoa, milk 
Lunch: Pinto bean soup, dumplings, stewed beef, cereal, bread 
Supper: Buttered bread, tea, milk 
Saturday, December 15, 1956: 
Breakfast: Buttered bread, tea, milk 
Lunch: Red beans cooked in rice, stewed beef, bread, cereal 
Supper: Bread, cheese, tea, milk 
Mr. Motitonan. What general supervision do you exercise over this 
institution ¢ 
Dr. O’Neax. As commissioner of health, I am responsible for all 
divisions of the department of health, but each division as I said 
earlier is headed by a chief. In the case of the hospital we have a 
chief of the division of medical care. 
At present we have somebody acting in that position because that 
was the position I occupied. 
Mr. Motionan. Is that person present in the room today ? 
Dr. O’NeAu. He is not. He has not been called. 
Mr. Motionan. Have you visited these institutions yourself? 
Dr. O’Neau. Oh, yes. 
Mr. MotioHan. Have you been to Kings Hill? 
Dr. O'NEAL. Yes. 
Mr. Mottonan. When you go there, do you review things such 
as the menus that are prepared and being presented to the patients? 
Dr. O’Neat. I have not been there recently. 
Mr. MottoHan. When was the occasion of your last visit? 
Dr. O’Ngau. Several years now. 
Mr. Mouionan. Several years? 
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Dr. O’Nean. Several years. 

Mr. Mottoman. When did you first come to the islands? 

Dr. O’Neau. In 1952. 

Mr. Motionan. And you have been here since then as assistant 
health commissioner ? 

Dr. O’Neau. In St. Thomas, yes. 

Mr. Mo.tonan. On St. Thomas? 

Dr. O’Near, St. Thomas, not as assistant health commissioner all 
that time. 

Mr. Mo.titonan. When did you first become associated with the 
health department ? 

Dr. O’Neau. 1942. In November of 1942, I came here and worked 
as municipal physician. I have been on the staff ever since. I be- 
came assistant commissioner in 1952. 

Mr. Lanigan. I just wanted to ask about this question of serving 
meals to the hospital staff while they are on duty. Is it customary in 
hospitals to serve meals to the staff on duty without extra charge or is 
it customary to charge? 

Dr. O’NeEast. It is done in some hospitals. In most hospitals I would 
say that there is some charge made. 

Mr. Laniean. Would you say there is usually a substantial or a 
nominal charge ? 

Dr. O'Nean. Usually a nominal charge, and that is for certain of 
the personnel. Now I do not know of a hospital in the United States 
that makes any charge for meals for an intern or a resident, but the 
nurses might pay and all the other employees in the hospital, or the 
various departments of the hospitals might pay a nominal charge 
or a fee, 

Mr. Lanigan. Do you now charge interns or residents ? 

Dr. O’Neat. That is not done in any part of the United States that 
I know of. 

Mr. Lanican. Thank you. 

Mr. Cuvuporr. Mr. Lanigan, in many of the hospitals, I know in our 
own Philadelphia Gener: al Hospital, which is our city hospital, cer- 
tain of the personnel, when they are hired, get so much a year plus 
lunch, or so much a year plus full subsistence, depending on the type 
of work that they do. I think that is a custom of the trade. 

Mr. Jonas. What I wanted to inquire about was whether it is true 
or not that until a stop was put to it, you were making the cafeteria 
available for all meals for all 412 employees of the department of 
health at 25 cents a meal. 

Dr. O’Neat. Of the 412 employees of the department of health, 
if you are talking about St. Thomas, sir, there would be roughly about 
150 working in the hospital. 

Mr. Motionan. And those were the only ones eligible to receive 
this? 

Dr. O’Neau. Including all employees, and they would not all be 
eligible. Office help, clinical workers, were not eligible. 

Mr. Motnronan. Actually, the meals you were giving to the em- 
ployees there was a part of their salary package or compensation / 

Dr. O’Neau. All of it; correct. 

Mr. Motnonan. That was understood at the time ? 

Dr. O’Neau. That was understood, the salaries were so substandard. 

Mr. Jonas. Let me ask you this. Were all employees of the depart- 
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ment of health located in the hospital or did you have some in offices 
about town on St. Thomas ? 

Dr. O’Neau. We occupied a space in a new building right next door 
to the old hospital, and the old hospital was a cottage-type hospital. 
Those buildings are used for office space. 

Mr. Jonas. Could the people who worked in the offices go to the 
hospital cafeteria and get meals for 25 cents ¢ 

Dr. O’Nrau. No, nor free; it never happened. 

Mr. Jonas. For 25 cents, a meal, I mean. 

Dr. O’Nea. I think in some situations from some offices they could. 

Mr. Jonas. Which offices could and which could not ? 

Dr. O’Neat. I perhaps could ask the fiscal officer. 

Mr. Tuomas. Last fiscal year the authority granted by the former 
Governor was not to restrict who can have meals, so a number of 
employees found it very convenient to eat. However, the Governor 
started to give us a little hell, I would say, and so we reduced the 
amount and increased the cost per meal. 

In other words, the commissioner restricted the services just to the 
hospital employees, nurses, nurses’ aids, and chauffeurs on duty. 

Mr. Jonas. I can understand why that would be necessary, but I 
was under the impression that the privilege of taking meals for 25 
cents a meal had been extended to all employees on the island of the 
health department, and I simply wanted to know if that is true. 

Mr. THomas. No, sir. 

Dr. O’Neaxu. No, not all emplovees. 

Mr. Jonas. Which ones could not eat there for 25 cents a meal? 
Let’s get at it that way. 

Mr. Tomas. Which employees could not eat for 25 cents? 

Mr. Jonas. Which ones were not permitted to have their meals in 
the cafeteria / 

Mr. Tuomas. Most of the emplovees in the preventive section of 
health would not be permitted to eat for 25 cents. 

Mr. Jonas. What were they charged ? 

Mr. ee They would not eat at all. 

Mr. Jonas. Can you give us a record of how many people took their 
meals there baie e there was a change made at the 25-cents-per-meal 
rate. 

Mr. THomas. O. K. 

Knud-Hansen Memorial Hospital, 40; Charles Harwood Memorial Hospital, 12; 
Frederiksted Clinic, 7 

Mr. Motionan. Let me follow that just a moment because you have 
me confused now. 

Mr. Thomas, have you at any time permitted anyone to eat at the 
hospital either free or by paying a charge who was not an employee of 
the hospital section itself in some capacity ? 

Mr. THomas. The authority for any one to eat or get meals 

Mr. MoLiLonan. Just answer me, yes or no. 

Mr. Tuomas. No. 





Mr. Motionan. Then in other words you are saying that evervbody 
that ever ate at the hospital, free or otherwise, were employees of the 
hospital section ? 

Mr. Tuomas. Of the hospital section. 

Mr. Morionan. I understand that. 
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Mr. KNox. Now, Mr. Chairman, I should like to pursue one ques- 
tion. I am somewhat confused on the interpretations that have ee 
put on the 49-cent item of average ration rate per patient. I have be- 
fore me the report of the Governor of the Vi irgin Islands. Total sal- 
aries amount to $32,700. The average ration rate, 49 cents per day. 

Now you cannot break down the cost of the av erage ration rate per 
day in two categories when you have it all set up in one, so where do 
you get this 22 cents a day for the cost of the food when the report 
shows 49 cents a day? I think it has been very misleading, some of 
the statements that have been made here. 

Dr. O’Nean. 45, not 22. 

Mr. Tuomas. It is 45 cents, the actual cost. 

Mr. Knox. I am using the report of the Governor and it is 49 cents. 

Mr. Tuomas. I cannot go into that at all. I cannot go into the 
Governor’s report. We had nothing to do with that report. That 
report came directly from St. Croix. 

Dr. O’Neau. Comparing it with what, Mr. Knox? 

Mr. Knox. The complete report gives the cost of total salaries for 
the operation of Kings Hill Home. It also provides for the equip- 
ment, the subsistence, maintenance and sets a figure for it, and then 
it says the average ration rate is 49 cents but you say it is 45 cents. 
Why do you say it is 22 cents for food when the report shows 45 or 
49 cents? 

Dr. O’Nrav. I am a little confused. You keep mentioning 22 cents 
when the figures are 49 there in the report and 45 here for a period 
of a month. Now the 22 cents refers to one meal, does it ? 

Mr. Knox. I don’t know. 

Mr. Lantcan. The 45 cents includes both the cost for food and the 
cost of preparation, is that not correct? 

Dr. O’NeEAx. 45 cents, it does. 

Mr. Knox. It does not say so. 

Dr. O’Neau. The report does not say so but this report does. 

Mr. Trromas. In this report here, we have the actual costs of the 
meals on St. Croix, the personnel costs, actual issues for the month 
of November, propane gas used and other supplies. 

Mr. Motronan. By “i er you mean foodstuffs ? 

Mr. Tuomas. Correct. I don’t know about the figure there because 
up to 1 year ago, St. Croix was permitted to send their report. to 
the Governor. That report there is for 1955. 

Mr. Pincus. Have these sections in this report ever gone to the 
commissioner of health? 

Mr. Tuomas. Formerly St. Croix would send their report directly 
to the Governor. 

Mr. Prxcvs. Who in St. Croix? 

Mr. Tuoxras. At that time I think it was the assistant commis- 
sioner on St. Croix. He would sent his report. directly to the Gov- 
ernor. 

Mr. Knox. Mr. Lanigan, where did you arrive at the 22 cent cost? 

Mr. Lantcan. Mr. Jonas has the figures, I believe, right there. 

Mr. Jonas. I can’t figure 22 cents from them though. You will have 
to explain that to him. 

Mr. Laniean. Could I have that? Under the report submitted by 
the Health Department, the total cost for meals for the month of 
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November including the gas, the personnel costs in preparing the 
meals, the supplies and the cost of electricity was $1,521.92, which 
brings the daily cost of meals per patient to 45 cents. 

Now the food as I understand it is included in the item “actual 
issues,” which is $761.70 or roughly half of the total figure of $1,521.92. 

Therefore, the cost of food is about half of the total cost of the 
meals. The other half goes into the items in preparing the meals. 
I might ask Dr. O’Neal if that is a correct interpretation of this 
report. 

Dr. O’Neau. I would not interpret it that way. I would consider 
the cost 45 cents because whatever goes into it, whether it is raw 
foodstuffs, gas, the personnel, the cost of personnel working in the 
kitchen, I would include all that in the cost of the meal. 

Mr. Motionan. That is true, Doctor, but on the other hand, what 
we were trying to arrive at is 7 e actual amount of money expe lel 
for the foodstuffs themselves. I don’t think it is an important ques- 
tion one way or the other except in order that the subcommittee have 
a clear picture. 

Mr. Cuuporr. We are making a cost analysis of your figures. 

Dr. O’Near. “Actual issues” would be | $761.70 for the period of 
1 month. 

Mr. Cuuporr. For the cost of food. 

Mr. Jonas. How much is the cost of the food, Doctor / 

Dr. O’Near. $761.70. 

Mr. Jonas. For 1 month? 

Dr. O’Neau. 1 month. 

Mr. Jonas. For how many patients? 

Dr. O’NeEat. 116. 

Mr. Jonas. Does that divide out to 22 cents per day per patient ? 

Mr. Lanican. It comes within a cent of that, lam sure. 

Mr. Kwox. Will you give me the cost again, please for food? 

Dr. O’Neax. $761.70. 

Mr. Jonas. We are a little handicapped over here since we have not 
seen these figures befor - 

Mr. Cuuporr. Mr. Jonas, I know we spent a lot of time discussing 
this. I don’t know what we are trying to prove. The only thing 
in my mind is, I don’t think they are spending enough money on food. 
I don’t see how they can possibly feed these people adequately on the 
amount they spend. That is why I asked for a typical menu, so we 
could see whether they were feeding them properly or starving them. 
Let’s proceed. 

Mr. Lantean. The only other question I have to ask Dr. O'Neal 
was regarding the matter of utilizing the money collected at the 
hospit: al for adding that into the hospital appropriation. As I under- 
stand it, there has been some consideration of legisiation which would 
enable vou to utilize your collections for the hospit: al itself. Is that 
cor sgt ¢ 


Dr. O’Neau. There is no legislation now. 
Mr. Radian . Has there been legislation proposed to that effect? 


Dr. O’Neau. Not that I know of. This was just handed to me a 
while ago, a typical meal at Kings Hill Home. Breakfast: tea with 
sugar, no milk; bread; cheese. Luncheon: Red bean soup with sugar, 
bread, some salted meat, in the soup I presume, boiled fish or salt 
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fish, that is codfish. Okra fungi, that is a dish made from corn meal 
and okra. Dinner: Tea, bread with margarine, johnny cake, that is a 
locally made bread, a type of unleavened bread, cheese, salt, and 
pepper. 

Mr. Cuuporr. How does that compare with the typical daily menu 
given to the prisoners in the jail at St. Croix ¢ 

Dr. O’Nrau. I would not be able to say. 

Mr. Cnuporr. Actually, outside of dinner, the other two meals 
amount to practically a snack, don’t they, a snack for breakfast? 1 
want to say this to you, Dr. O'Neal, I don’t think it is funny. I think 
it is a very serious situation. 

Dr. O'Neav. Yes; it is. Another schedule given here is for lunch: 
boiled fish, okra fungi, limeade, codfish with onion, margarine sauce, 
rice, limeade. Another one: red bean soup, sugar, and “salt pork. 

Mr. Cuuporr. Doctor, is any attempt made to determine how many 

calories a person over in the old folks home gets as a result of eating one 
of your typical daily meals? 

Dr. O'Neat. If the nutritionist is here she might be able to help. 

Mr. Cirruporr. Isn't it true that you have to have at least any- 
where between 800 and 1,000 calories to maintain yourself without 
starving ? 

Dr. O’Neau. I think you are correct. 

Mr. Curvporr. Does that meal amount to that, do you know? 

Dr. O'NeaL. Some of the meals; yes. 

Mr. Cruvuporr. You would say it was the exception rather than the 
rule, wouldn’t you, Doctor ¢ 

Dr. O°Neau. You have quite a bit of starch here, corn meal, and they 
do get some protein. 

Mr. Cuvporr. Then to sum it all up you would say the food is not 
very adequate ? 

Dr. O'Neau. I would not say it was. 

Mr. Cuvporr. Do you think if you had more money you would cer- 
tainly feed them better ? 

Dr. O’Neat. We would be able to. 

Mr. Mrnsnauu. Doctor, you have been with the hospital since 
1942 ¢ 

Dr. OPNEAL. 1942. 

Mr. MinsHaLL. How does that compare, the ration today, compared 
with the ration when you first came in 1942? 

Dr. O°Neau. So far as Kings Hill is concerned ? 

Mr. MinsHaty, The one we have been talking about; yes. 

Dr. O’Neaw, I presume it would be about the same. 

Mr. Minswaru. There has not been much change in the last few 
years ¢ 

Dr. O'Nrav. This is on the island of St. Croix. I have not been 
directly connected with Kings Hill. 

Mr. Motionan. Doctor, have you ever seen a menu before in your 
life from Kings Hill # 

Dr. O'NEAL. No; I have not. 

Mr. MotLtoHan. You never have seen it 4 

Dr. O’Neau. No. 

Mr. Mottoman. Then you can’t answer Mr. Minshall’s question / 


Dr. O’Neau. That is what I said. I presume it would be about the 
same. 
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Mr. Motionan. That would be presuming without any information 
whatsoever, would it not? 

Dr. O’Neav. That is true Here is the type of food. It would not 
be too difficult to see that it would not vary too much. 

Mr. Motion. For an institution for its nurses, inmates, or its 
patients, what would be your attitude as to the adequecy of the menu 
served ? 

Dr. O’Neat. It is not adequate. 

Mr. Morronan. There isa degree of inadequacy ? 

Dr. O’Neat. There is. 

Mr. MoLttoHan. What would be your suggestion with reference to 
degree in a menu such as this? 

Dr. O’Neat. In this situation I guess we might need more funds in 
order to make correction. It would be necessary to have additional 
funds. 

Mr. Morionan. It would be highly inadequate, would it not, for a 
person who requires nursing care? This certainly would not suggest 
any degree of adequacy ? 

Dr. O’Neat. For the person requiring nursing care, certainly. 

Mr. Morronman. You said awhile ago, I believe, that a large per- 
centage of the patients here did require- 

Dr. O’Neau. Nota lar ge percent, a minor percent. 

Mr. Morio“an. A minor percent? 

Dr. O’Neau. Yes. 

Mr. Cuuporr. Mr. Knox, I believe you said you had a question? 

Mr. Knox. I yield to Congressman Jonas. 

Mr. Jonas. T would like to know first, you did not have any infor- 
mation about the diet until a young man brought that up to you a 
minuteago. Is hea dietitian ora nutritionist ? 

Dr. O’Neat. We have a young lady, a nutritionist. 

Mr. Jonas. Who is the young man who brought the information up 
to you? 

Dr. O'NEAL. TI did not notice. Somebody passed it to me. 

Mr. Jonas. Is he there? 

Dr. O’Neau. This is one of the physicians on the staff of the hospital 
here. 

Mr. Jonas. Can we have him asa witness later ? 

Mr. Cuvuporr. Certainly we can have anybody that you want. 

Dr. O’Neat. He is the physician acting as medical director of this 
hospital. 

Mr. Jonas. Of this institution we are talking about ? 

Mr. Cuuporr. Mr. Jonas, if he knows anything about the menu I 
have no objection to your questioning him later. If he just carried it 
over here 

Mr. Jonas. That is what I want to find out. 

Mr. Cuvuporr. You can ask him right now if he carried it over or 
knows anything about it and I think that will solve that question. 

Mr. Jonas. Did you prepare the document you handed the doctor? 

Dr. Cotzr. No, sir; I did not. 

Mr. Jonas. You brought it with you from St. Croix? 

Dr. Corn. No, sir, I am a resident in St. Thomas. Tam on the staff 
of the Knud Hansen Memorial Hospital here in Charlotte Amalie. 

Mr. Jonas. What I am trying to get at is, where did you get the 
information ? 
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Dr. Corr. The information came from another member of the health 
department, our mental health consultant, Mrs. Sholderbrandt who, 
as I have, has visited in these homes on several different occasions. 

We have an idea of what the average menu is. As far as being able 
to say specifically what any yarticular meal might be, we could not do 
that or I could not at least, but I have visited these folks in the home 
for illness on various occasions, happened to arrive there at mealtime 
on several occasions, and I have a rough idea of what they have as 
an average meal. 

Mr. Jonas. What was your impression of the meal as to its ade- 
quacy, taking into consideration the age and physical condition of the 
patients ? What would you say ? 

Dr. Core. Well, by the standards that I have been trained by, I 
would have to call 1t inadequate. 

Mr. Jonas. You mean standards comparing it with standards—— 

Dr. Corr. By American standards; yes. 

Mr. Jonas. That should apply to institutions of that sort ? 

Dr. Coir. That is right, sir. 

Mr. Jonas. How does it compare with the menus used in the 
hospital ? 

Dr. Corr. I think that the hospital menus are a good deal more 
adequate. 

Mr. Jonas. Do you know what the cost is per meal per patient, 
Mr. Thomas, at the hospital? 

Dr. O'Nean. This hospital? 

Mr. Jonas. Yes. 

Mr. Tuomas. $1.35. 

Mr. Jonas. Per what ? 

Dr. O’Neat. Per day. 

Mr. Jonas. Three into that would be what? 

Mr. Tuomas. Forty-five cents per meal. 

Mr. Jonas. That would be 45 cents? 

Mr. Tuomas. Correct. 

Mr. Jonas. You think the meals at the hospital here on St. Thomas 
are very adequate, do you? 

Dr. Corr. I would not say “very adequate.” I would say they are 
more adequate than they are in the homes for the aged. 

Mr. Jonas. Do you think it is sufficient? How dothe meals compare 
with hospitals generally ? 

You have had considerable experience with hospitals. TI have been 
in hospitals myself and suffered from lack of what I thought was a 
well-balanced meal, but I think the doctors probably know, or the 
nutritionists know, more about that than I do. 

I don’t think hospitals are supposed to serve the sort of meals 
that you would feed to a healthy workingman who does 8 hours of 
work a day, do you? 

Dr. Cote. That is a very difficult question to answer, Mr. Jonas. 

Mr. Jonas. I am surprised. I would have thought generally the 
meals served in hospitals would have been lighter than a working- 
man’s diet. 

Dr. Corr. They might be lighter but then, on the other hand, when 
vou have - consider special diets and special preparation and things 


like that. I don’t think that you can quite compare them so far as cost is 
concerned. 
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Mr. Jonas. Do you think based upon your experience that the diet 
or the meals at the hospital here on St. Thomas are fairly adequate ? 

Dr. Cotx. I would say on the average that they are adequate; yes, 
sir. 

Mr. Jonas. And they are costing 45 cents ? 

Dr. Corz. That is what I have been told. 

Mr. Jonas. And the ones at the institution now under considera- 
tion either cost 45 cents or half that, if you take off what it costs to 
operate the kitchen? 

Mr. Pincus. That is, 45 cents per meal is the cost, as against 45 
cents perday. At St. Thomas it is 45 cents per meal. The other is per 
day. 

Mr. Jonas. That is all. 

Mr. Mrnsuauu. How long have you been on the islands here in your 
capacity ? 

Dr. Corr. I have lived here in my present capacity for 4 years. 

Mr. Minsuati. How does the food compare today with what was 
served here 4 years ago, about the same, better, worse / 

Dr. Corz. This would be definitely a personal impression, but it is 
my impression that the quality of the food has improved in the hos- 
pital. 

Mr. MrnsHauv. How about in the Kings hospital ? 

Dr. Cotz. That I cannot answer. 

Mr. Minsuatu. With reference to this menu that you made out and 
handed to the doctor 

Dr. Coir. Let me correct your impression there, sir. I did not 
make it out. I merely conveyed it to the doctor. 

Mr. Mrinsuax. But you are familiar with that particular menu? 

Dr. Cote. Yes, sir. 

Mr. Minsuatyi. How does that particular menu compare with a 
similar menu that might have been served over there 4 years ago? 

Dr. Cote. I would say approximately the same. 

Mr. Cuuporr. Doctor, they never serve any milk over there, do 
they ? 

Dr. Corr. In the Kings Hill Home? I can’t tell you very much 
about that. 

Mr. Cuuporr. You never saw any milk served there ? 

Dr. Cote. No, sir. 

Mr. Jonas. There is one question I would like to ask the doctor. 
You visited the patients frequently. What is their general attitude 
as to being satisfied with conditions? Do they complain a lot or do 
they seem to be happy and satisfied or what was your impression of 
their morale? 

Dr. Cote. Morale is low, sir. 

Mr. Cuuporr. I guess they have no other place to go. They can’t 
very well be dissatisfied, can they ? 

Dr. Core. Well, you see, it is an awfully difficult question to 
answer. 

The group of people you are dealing with, most of them are suf- 
fering from the chronic debilitating diseases of the aged. A lot of 
them have arteriosclerosis involving the cerebrum, the brain. Their 
mental faculties are not what they once were. Most of them that 
we get in the hospital, the hospitalized patients, are the ones I can 
speak with most authority about, the ones that come from these 
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homes. Practically all of them are suffering from some type of vita- 
min deficiency. 

Mr. Cuuporr. Doctor, I agree with you, I know that even the very 
fine old age homes, people can go that either have money themselves 
or where the ¢ ‘hildren have money, but they do not want to go to those 
homes either. It is one of those problems that you have to face in 
life. But I do think that some method should be devised to try to 
at least better the food that they get and at least give them the type 
of food that they need to live on, rather than to slowly starve them 
to death, and from this menu, I can’t see how they could possibly 
exist. 

We are going to get a menu for our record, and I think that will 
give us the accurate menu. You are only giving us what you actu- 
ally saw. Is that correct? 

Dr. Core. I am giving you a combination of what I actually saw 
and what are my personal impressions, my personal observations 
there. 

Mr. Cuuporr. I am advised that Dr. O’Neal has to perform an 
emergency operation and would like very much to leave here in the 
next 20 minutes. I would like the members of the subcommittee to 
withhold their questions, as fa ir as Dr. Cole is concerned, so that we 

can get Dr. O'Neal back to the hospital where he has to perform an 
operation, and if there are any further questions of Dr. O'Neal, will 
you ask them now so he can go 4 

Mr. Kwox. I have a question. Dr. O'Neal, you, as commissioner 
of health, are you the director of the Kings Hill tone ? 

Dr. O’NeaAt. Well, ina way. Iam not the timiuediate supervisor, 
but it is within the department of health, so if you choose to call it 
a directorship, it is under my jurisdiction. 

Mr. Kwox. It is under your supervision / 

Dr. ONeaAt. It is. 

Mr. Knox. And whom do you present your budget to for the oper- 
ation of the Kings Hill Home ¢ 

Dr. O'Neat. 1 have not presented any budget yet. I have been 
commissioner of health for 10 weeks, but the commissioner presents 
his budget to the governor. That is the way it works. 

Mr. Knox. To the governor / 

Dr. O’Neav. And the governor submits it to the legislature. From 
the legislature it goes to the governor, back to the governor for 
approval. 

Mr. Knox. Are you familiar with the budget that was submitted 
to the governor as to whether there had been any deletions or addi- 
tions to his recommendations to the legislature / 

Dr. O'Neau. The present budget ¢ 

Mr. Knox. The present ene: 

Dr. O’Neau. Yes, sir. The budget that was submitted to the leg- 
islature by the governor was one for $1,245,000, roughly. 

Mr. Knox. f am speaking of Kings Hill Home, not of the entire 
budget. 

Dr. O'Neau. It has to be part of the entire budget. 

Mr. Knox. Who has to do with the allocation of funds from the 
budget ? 

Dr. O'Neau. The commissioner. 

Mr. Knox. You have? 
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Dr. O’Neau. And it is $63,240. 

Mr. Knox. $63,000 ? 

Dr. O’NEAL. $63,240. 

Mr. Knox. And it was $71,110 the vear previous / 

Dr. O’Neat. It could be. 

Mr. Tuomas. Yes. 

Mr. Knox. Are you able to tell the committee as to how you arrived 
at the allocation of the funds for Kings Hill Home? 

Dr. O’Neat. I would have to ask the fiscal officer, Mr. Thomas. 

Mr. Tuomas. Previously the Council for the District of St. Croix 
usut ally appropriated separate sums for Kings Hill. During the reor- 
ganization of the entire government of the Vi irgin Islands it was 
necessary that that be included in the main budget of the department 
of health. We requested the sum of $71,000. 

However, the entire budget was cut, and we had to allocate $63,000. 
It is important to point out that salaries went up, so instead of $31,000 
for Kings Hill, salaries are now $49,000, and that is the same trend 
throughout all the activities. We have more salaries than you have 
amounts available for other supplies. 

Mr. Knox. Has the inadequacy of the budget for Kings Hill Home 
been brought to the attention of the legislative body ? 

Mr. Tuomas. The members of the executive branch of the govern- 
ment are not permitted to justify any other requests but that submitted 
in the governor’s annual budget. 

Mr. Kwox. Do I follow you correctly in that you are stating that 
the department of health is not permitted to testify or appear before 
the legislative committee that is considering the budget 

Mr. Tomas. No; you can appear but you can only justify the sum 
that the governor is requesting for the department. 

Mr. Pincus. That is the same procedure we have in the Federal 
Government. The department heads must only testify on what the 
President submits in his annual budget. 

Mr. Knox. No; that is wrong. It is what the Bureau of the Budget 
approves. 

Mr. Cuuporr. It is the same thing. 

Mr. Pincus. The same idea. 

Mr. Knox. It would seem to me that this question of Kings Hill 
Home has developed into something which I would term pathetic. 
I know of no reason why it should be let to continue. Tlowever, it is 
outside the jurisdiction of this committee and the jurisdiction of the 
Congress. That is something I think that solely must be taken care 
of on the local level. 

Mr. Tuomas. The outgoing commissioner included in his last budget 
a sum of about $58,000 for additional nursing help to increase Kings 
Hill and Hansen’s Home somewhat, but that amount of money was 
never approved by the governor. 

Mr. Kwox. And what h: appened then ? 

Mr. Titomas. Well, we must operate these two institutions at the 
same level as we did last year. 

Mr. Knox. You did not make the increases then when it was not 
approved ? 

Mr. Tuomas. It was not approved. 

Mr. Knox. And you did not make the increases ? 

Mr. Tuomas. No; because then we would not have the money 
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Dr. O’Neau. In other words, the budget submitted to the legisla- 
ture by the Governor was for $124! 5,000 roughly. That sent from 
the legislature to the Governor for the department of health was 
$1.310.000. 

Mr. Mottonan. That is a new figure. Where did that come from ? 

Dr. O'Neat. From the legislature to the Governor. 

Mr. Motiouan. I thought the legislature approved a budget of 
$1,457,000 ? 

Dr. O'Neat. You are talking about fiscal 1956. 

Mr. Tuomas. That is the previous fiscal year. 

Mr. Knox. Doctor, it is rather difficult to follow you. You say 
the legislature presented a budget to the Governor. Now did the 
legislature present a budget to the Governor ¢ 

Is it not vour prerogative to send your recommendations to the 
Governor and then the Governor forwards it to the legislature and 
the legislature makes the final decision as to the amount of money 
that is going to be appropriated. 

Dr. O’Neat. And that is sent to the Governor. That is the one I 
am talking about. That was $1,310,000 roughly. 

Mr. Knox. Please tell me how the Governor cut the appropriation 
if the legislature approved the two million—— 

Mr. THomas. 300 and something. 

Mr. Knox. Will you give me the figure, $1,457,000? 

Mr. Tuomas. That was the previous fiscal year. 

Mr. Knox. All right. 

Mr. Tuomas. The Governor recommended to the senate a budget 
for the health department of $1.245,000 for the present fiscal year. 
The senate enacted into law a budget of $1,503,000. 

The Governor approved that budget. However, our advice of al- 
lotment indicated that all he is giving us is $1,245,000 for this current 
fiscal year, short $58,000. 

Mr. Knox. May I ask you, did you request allocations that were 
denied ¢ 

Mr. Tuomas. Reauested allocations. 

Mr. Kwox. Allocations from the $1,303,000 that were denied? 

Mr. Tuomas. No; we can’t request it because it is not available 
to us. 

When the Governor sent us an advice of allotment, that is all we 
will receive, $1,245,000. He is saying that that is all that is available 
to the health department for this current fiscal year. 

Mr. Knox. You just told me the legislature appropriated $1,303,000 
and the Governor signed the bill? 

Mr. Tomas. Correct: but then the Governor will give the depart- 
ment what he thinks they need, and all he thinks that health needs is 
$1,245,000. 

Mr. Knox. Mr. Chairman, I think it has come to this point now 
that we must call the Governor back. 

Mr. Cuuporr. He is coming back tomorrow morning. 

Mr. Kwox. And I should like to also have the fiscal officer and Dr. 
O'Neal present. 

Mr. Cuvporr. I am trying to follow this myself, Mr. Knox. What 
happens is the Governor either freezes $58,000 or short changes them 
$58,000. What I am trying to figure out is what he does with the 
$58.000. 
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Mr. Perlman, will you make sure that the Governor is here tomor- 
row morning / 

Mr. Pertman. Yes, sir. I will call him now. 

Mr. Cuuporr. Doctor, you asked to be excused and I don’t want to 
keep you from that operation. Members of the committee, we have 
Dr. Anduze, the former commissioner of health who has only been out 
of office 10 weeks, and I think he is in a position to answer these 
questions. 

Dr. Anduze, would you come up, please? 

You can sit here, Mr. Thomas. 

You may be excused, Dr. O’Neal. 

The subcommittee will recess for 5 minutes. 

(Short recess. ) 

Mr. Cuuporr. The subcommittee will be in order. 

Dr. Anduze, would you identify yourself for the reporter and 
then give usa short résumé of your background, please ? 


STATEMENT OF DR. ROY A. ANDUZE, FORMER COMMISSIONER OF 
HEALTH, VIRGIN ISLANDS 


Dr. Anpuzr. Roy A. Anduze, former commissioner of health, M. D., 
FACA, fellow of the American College of Surgeons, fellow of the 
National College of Surgeons, charter member of the American Pub- 
lic Health Association; member of the American Association of 
Public Health Physicians. 

Education: M. D. Howard University, 1939; fellow in gynecology 
and obstetrics, 1940; fellow in surgery in 1946; postgraduate work, 
Howard, 1951. 

Mr. Cuuporr. Dr. Anduze, I understand that you are the former 
commissioner of health ? 

Dr. Anpuze. That is right. 

Mr. Cuvvorr. When did you resign ? 

Dr. Anpuze. October 1 of this year, 1956. 

Mr. Cuuporr. Did you resign as a result of a controversy that you 
had with anyone in the government or did you resign because your 
private practice was such that you could not afford to give proper time 
to both jobs? 

Dr. Anpuze. I resigned because I felt that I had reached the end 
of my rope. 

I have nothing personal against the Governor, the government sec- 
retary, the Department of the Interior or anyone else, but when I 
accepted this job in 1952, it was with the understanding that the gov- 
ernment of the Virgin Islands wanted medical care of st: andard quality. 
It was with the understanding that when I opened the new hospitals 
in the Virgin Islands, we would, so to speak, turn over a new leaf 
in preventive services and medical care to the people of the Virgin 
Islands. 

[ appreciated the honor conferred upon me and I felt that the oppor- 
tunity awarded me to really do something for the people of the Virgin 
Islands oy a real challenge. With your permission and your for- 
bearance, I should like to discuss the budgetary situation as it existed 
during the fiscal year 1955-56. 

In 1955-56 for fiscal year accounts, the legislature appropriated 
$1,457,590. That appropriation was made by the legislature. The 
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Governor's budget, which was sent down to the legislature, was limited 
to $1,006,000, despite the fact that in many conferences with Gover- 
nor Alexander, I pointed out that it was impossible for an organiza- 
tion as complex as the health department to maintain its present stand- 
ards with a budget of $1.6 million. 

The salary item alone at that time amounted to $997,000. The 
difference between $997,000 and $1.6 million would have to take care 
of all of the supplies, equipment, foodstuffs for the many institutions 
operated by the health department. 

Nothwithstanding, the Governor approved the budget as appro- 
priated by the legislature, that is the Governor approved $1,457,590. 

After he approved it, he froze all but the $1.6 million. It was 
obvious to those of us who had been in the health department for any 
number of years, and I think that I am one of the few physicians in the 
health department who has served in every capacity from Junior 
Physician in Frederiksted to Assistant Chief Physician, Chief Mu- 
nicipal Physician St. Croix, Assistant Commissioner over here, and 
Commissioner of Health in the Virgin Islands. It was impossible for 
us to live within the Governor’s budget. 

Mr. Jonas. Pardon me. Would it bother you if I interrupt to ask 
a question right at that point ? 

Dr. Anpuze. Not at all. 

Mr. Jonas. Now that would appear from what you have said so 
far that in the fiscal year in question, the legislature approved a 
budget or appropriated rather $1,457,000, in round figures. Then you 
said the Governor froze part of that 4 

Dr. Anpuze. Yes. 

Mr. Jonas. Is it not true that durmg that particular year the legis- 
lature appropriated more money than, anticipated revenue 

Dr. ANpuzE. That is what I wastold. That is correct. 

Mr. Jonas. You have checked and you have verified that fact. So 
if the Governor had not frozen this appropriation and brought the 
appropriations in line with expected revenues, you would have op- 
erated the government of the islands at a deficit. Is that not true/ 

Dr. Anpuze. Yes: but I did not think it fair for the Governor to 
just take all of the money out of the health department. If you are 
going to cut across the board, you cut on a percentage basis, Mr. 
Jonas. You just don’t take all of the money that a legislature over- 
appropriated out of one department. That is obviously unfair. 

Mr. Jonas. Were there not cuts made elswhere or freezes elsewhere / 

Dr. Anpuzr. Not to the extent that was done to the health depart- 
ment. I would not have objected to a cut if all the other depart- 
ments were cut in a similar fashion, but I certainly objected to the 
fact that we were discriminated against to the extent that we were. 

Mr. Jonas. I mean, are you sure that you were? Is it not possible 
that other cuts were made that would bring yours within line? 

Dr. Anpuze. No. I feel I was discriminated against because of 
many statements made by the administration that we had too much 
personnel, that I was wasting money. At one time the Governor 
said that “My heavens, they have over 6,000 employees in the govern- 
ment and most of them are in the department of health.” 

Mr. Mottonan. Dr. Anduze, do you not know the amount of ap- 
propriations in excess of anticipated revenues for that year / 
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Dr. Anpvuze. I do not recall at this point the exact figure, but in 
answer to the Congressman’s question, Congressman Jonas’ question, 
if we had suffered the same percentage cut as other departments, we 
would have been perfectly satisfied because we feel that health is 
just as important as finance or welfare or the comptroller’s office, or 
any of the other departments. 

Some of these departments were being increased beyond the pre- 
vious year’s fizures, so I could not help but feel that it was dis- 
criminatory. 

Mr. Jonas. We are certainly going to get the figures showing where 
the cuts were made and where the increases were. I am as interested 
in that as you are. 

But would you tell me which fiscal year it is now that you are 
talking about ? 

Dr. AnpuzE. 1955-56, fiscal year 1955-56. 

Mr. Jonas. How did that amount—that $1.6 million that you re- 
ceived, was that not in excess of what you had received the year before ? 

Dr. Anpuze. It was a little in excess, but I want to sical that 
carefully. 

Mr. Jonas. It was a substantial increase, wasn’t it ? 

Dr. Anpuze. I would not call it a substantial increase, but I want 
to explain what happened at that time. Before 1955 and 1956, we 
used to pay our graduate nurses in the hospital $150 a month. I think 
the minimum wage in the Government at that time was $65 a month. 
That brings in the question of meals that was discussed here a few 
minutes ago. 

At one time the salaries were so low, the salary of a laundress was 
$25 a month. In order to compensate the employee, they were given 
free meals. This is from Danish times, all employees who worked in 
the hospitals were given free meals. 

It is true that until 1955 the meals did not amount to very much, 
until 1953, pardon me, the meals did not amount to very much more 
than the patients now enjoy at Kings Hill. I was rather amused to 
hear the description of the meals at Kings Hill. Until 1953, the meals 
in the hospitals of the Virgin Islands were not very much better than 
they are at Kings Hill, and private patients at that time brought their 
meals from home because they could not eat the food of the hospit: al. 

Mr. Jonas. That is because back in those days you only had an 
appropriation of about a half million dollars a year to run the hos- 
pital ¢ 

Dr. Anpuzer. Precisely. 

Mr. Jonas. Now it has gone up to over a million ? 

Dr. ANpvze. Modern medicine has changed. I did not ask for this 
job. When they appointed me as commissioner, I did not promise to 
carry on the same practices that were carried on by my predecessor. 
I have a reputation to protect. 

Anyhow, to explain the difference between the budget for the year 
1954-55, and the $1.6 million. we have to go into general legis lation 
passed by the legislature. 

There was a wholesale increase in salaries made by the legislature. 
For instance, they raised the minimum wage of employees to $100. 
Well, we have 99 employees g getting the minimum wage. Raising the 

salaries from $65 to $100, is an increase of $35. Multiply that 99 times 
and it isa substantial increase in wages. 
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Then, too, in order to recruit technical personnel, it was necessary 
to raise the salaries of nurses. We had to raise our minimum salaries 
for nurses to $3,000 a year. even at $3,000 a year, now, we can’t 
recruit them, because the cost of living in the Virgin Islands is far 
higher than in the continental United States. 

It is far higher than Washington, D. C., and our nurses whom we 
recruit at $3,000 a year, even though they have a yen for tropical liv- 
ing, it is too much for us to expect them to sacrifice that much to work 
in our hospitals. 

Therefore that accounts for the fact that we could not live within the 
$1.6 million. At that point I asked the Governor to have a meeting 
with the members of my staff and the members of the legislature, 
because I felt that something had to be done. 

A meeting was called at Government House. I think Mr. Claunch 
was chairman of the meeting and there were present several members 
of the legislature. At that. meeting I said to them “I am perfectly 
willing to live within the money” 

Mr. Cuvuporr. Dr. Anduze, do you have any idea of the rough date 
of that meeting? You don’t have to give me the day, but the month 
and the year / 

Dr. Anpuzr. That was about October 1955. I was perfectly willing 
to live within that budget, but it would require closing down one of the 
hospitals, and the one that I suggested we close down was the Frede- 
ricksted Hospital, and cutting the staff in the Virgin Islands, in the St. 
Thomas Hospital and Christiansted Hospital in half, because we 
would have to absorb nearly $300,000. 

At that point Mr. Claunch stated he wanted no layoffs, he wanted 
no hospitals closed, and that he would, by transferring moneys from 
the fourth quarter to the third quarter, he would allot us the funds 
necessary to maintain the health department institutions at their pres- 
ent level of efficiency. 

Well, that was done. It was quite embarr: assing many times because 
we would not get our allotment until sometimes the last week in the 
quarter, and Mr. Thomas would come to me and say I would have to 
cancel bids for essential supplies, bids for solutions, bids for medicines. 

I was especially disturbed about the TB patients because that is 
one of our strong programs. We hope eventually to eliminate tuber- 
culosis from the Virgin Islands. We had 18 patients in the TB ward, 
and all 18 of them were doing well. All of their contacts had been 
examined and we felt that if we could cure those 18 patients, we could 
use the TB section for private patients and in turn it would become a 
revenue item for the government of the Virgin Islands instead of as 
it is now, a TB pavilion which is rather expensive to operate. 

I would like to point out also—I think I have clarified the matter of 
the meals in the hospital. 

Mr. Alexander said to me, “Well, you are spending too much money 
feeding the employees in the hospital.” 

I said to him, “Well, it is rather difficult to take away a privilege 
that a person has enjoyed for many years.’ 

Inasmuch as we were so short for funds for essential items, I called 
the staff together and told them that it would be necessary for us to 
charge for the meals. The sum of 25 cents was determined on a cost 
basis. I think Mr. Thomas was on that committee and Dr. O’Neal was 
a member of that committee which established a rate of 25 cents. 
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Then we discovered that the 25 cents would go into the general fund 
and it would not be available for expenditure in the hospital. The 
hospital was not gaining anything, so at that point I told Mr. Thomas 
that we were not feeding anyone in the hospital but the people who 
prepared the meals. 

That went along for a month or so and then it created a hardship 
on the nurses who were on duty at the time, so I think the present plan 
is to charge 50 cents per meal for the people who are on duty at the 
time. I feel it a good thing. It is good for the morale of the people. 

I know many of the hospitals in ‘New York, the good hospitals in 
New York, feed the nurses, if they happen to be on duty at mealtime, 
because nurses are in short supply. They are in short supply i in Penn- 
sylvania, in North Carolina, and all over the United States, but they 
are especially so in the Virgin Islands. 

Mr. Knox. Doctor, I should like to ask at this point what is the total 
receipts annually or approximately from private patients in the hos- 
pital ¢ 

Dr. Anpuze. They amount to about $75,000 between $70,000 and 
$75,000. That is from paid patients in the hospitals. 

Mr. Knox. This money is available for operational costs of the 
hospital ? 

Dr. Anpuze. No; it is not available. About 6 months ago, Dr. 
Shavare, head of the Veterans’ Administration in Puerto Rico, visited 
the hospital, because from time to time we take care of veterans’ hos- 
pitals and they have to inspect the hospital to see if it is maintaining 
certain standards, and he said to me, “Why don’t you ask the Governor 
to permit you to keep the money you collect from private patients for 
the general operation of the hospital ¢” 

It occurred to me that would immediately wipe out our little deficit 
this fiscal year. Therefore I went to see Mr. Krabach to find out from 
him if these funds, this $75,000, was being used for matching purposes. 
If it had been used for matching purposes, I would not want to use it 
because if you could use it for matching, you could get $2 for $1. 

Mr. Krabach told me “No,” that that $75,000 was a fee for services 
and hence it is not being used for matching purposes. Then I wrote 
the Governor asking him to request appropriate legislation enabling 
us to keep this $75,000 which we collect from private patients. 

I thought that would stimulate all the members of the staff to in- 
creased endeavor since we all want good equipment to work with, we 
want good personnel, we wanted all ‘the medicines we need and all the 
iF tboratory materials we need in order to make diagnostic tests. 

I thought it would act as an incentive to the professional members 
of the staff. Well, that has not been done, and unfortunately, when 
I heard about that again, I understood Mr. Lausi to have stated in the 
Grand Hotel that I wanted the Governor to commit an illegal act, by 
asking him to give us $75,000 and our budget was not appropriated. 

I have been in Government service for 16 years and I think I should 
know Government better than that. 

Mr. Kwox. This $75,000 that is collected annually in the form of 
fees for hospital privileges by private patients reverts to the general 
fund of the Virgin Islands? 

Dr. Anpuze. The general fund of the Virgin Islands to be reex- 
pended generally, and a lot of that $75,000 is fees for operations on pa- 
tients performed by the professional staff. 
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Mr. Jonas. Would you yield? 

Mr. Kwox. I yield. 

Mr. Jonas. Of course that is set up in their anticipated receipts that 
the legislature takes into consideration at the time it makes appropri- 
ations, and if you retain it and it does not go into the general fund, 
that will mean that their total expected receipts will be that much 
short, doesn’t it? 

Dr. Anpuze. That is true, but, Mr. Jonas, I would like to point this 
out: That in 1952 when I took over this job, the general receipts from 
private patients was about $12,000 a year, and I increased it to $75,000 
a vear. 

Mr. Jonas. Congratulations. 

Dr. Anpvuzr. That is certainly not a proportionate increase in the 
funds for the hospital. 

Mr. Jonas. I think you are to be highly commended. I am just 
surprised that the receipts are not more than that, because with the 
number of patients you have there, it would seem to me that there 
ought to be more than $75,000 in fees for medical services provided. 

Dr. Anpuze. I would like to explain that, too, if I may, Mr. Chair- 
man. The only revenue-producing section of the hospital consists of 
26 medical-surgical beds. Out of 116 beds, what do you have? 26 
medical and surgical for general cases. 

You have T. B., nonrevenue producing, you have insane, nonrevenue 
producing. You have the MCH and CC, obstetrics, children. 

Now, under our agreement with the Children’s Bureau, and this is 
a Federal regulation which has the same force and effect of law, all 
diagnostic service on crippled children is free—has to be free. That 
is 2 commitment that has been made to the Children’s Bureau by the 
government of the Virgin Islands in keeping with Federal regulation 
which has the same effect as Federal statute. 

Mr. Jonas. You mean regardless of ability to pay / 

Dr. Anpvuzr. Regardless of ability to pay. That means that if the 
wealthiest person in the Virgin Islands, if their 5-year-old son is a 
crippled child who requires diagnosis, we cannot legally send him a 
bill for that service. 

Mr. Jonas. And you say there is a Federal statute to that effect? 

Dr. Anpuze. Federal regulation, precisely. 

Mr. Jonas. I mean a Federal regulation, by whom ? 

Mr. Anpuze. By the Department of Health, Education, and Wel- 
fare, and the reason that that was done is because I understood that 
the Congress felt that in this very specialized field, one severe illness 
could be financially ruinous even to a person with adequate finances. 

A man with, say, $15,000 or $20,000 a year income, if he had a child 
or a relative with a crippling disease that required extensive diagnosis, 
it would be financially ruinous. I thought it was a very wise provision 
of the Congress. 

Mr. Jonas. Let me ask members of the staff, does that apply to the 
continent ¢ 

Mr. LaniGan. We will have to check that. 

Mr. Jonas. I know it does not apply. I won't say that either, but 
I will say that I never heard of that privilege being granted the resi- 
dents and citizens of the State of North Carolina. 
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Dr. Anpuze. As long as they are under 21, the State of North 

Carolina, too, as long as they are under 21. If they are over 21, that 
is too bad. 

Mr. Jonas. Of course we do not have any State-maintained institu- 
tions of this character. 

Dr. Anpuze. But you purchase the care in State institutions. In 
North Carolina, the ‘health department purchases medical care. In 
the Virgin Islands, we have a combined program, but in most of the 
States, I think in all of the States, they purchase the care. 

Mr. Jonas. Go ahead and describe the rest of the service here at the 
hospital. Weare all interested in that. 

Dr. Anpuze. Therefore you can very well see with the few beds 
available to us for income purposes, I think we are doing very well. 

Mr. Jonas. You say the obstetrical beds produce no income ? 

Dr. Anpuze. They produce some income, a very small amount. 
They charge $6 a day per patient in the semiprivate rooms, $4 for a 
ward bed, and it costs more than that to render the service. Most of 
those patients, I would say 98 percent of the patients in that category 
are medically indigent. With respect to Kings Hill Home, I think, 
Mr. Jonas, you asked a question about the inmates. 

Mr. Cuuporr. Doctor, before you start on Kings Hill Home, has 
the government of the Virgin Islands or has your hospital ever 
attempted to participate or attempted to participate in the usual 
Blue Cross and Blue Shield Associations that we have in the United 
States ? 

Dr. Anpuze. The Governor appointed a committee some 2 years 
ago, and I think Mr. Young, Dr. O’Neal, and Mr. Hoffman were mem- 
bers of that committee, but as far as I know they have not reported out 
any program with which we can work. We have many people living 
here who are covered, and the hospital recognizes the Blue Cross pro- 
grams, and there is a local insurance corporation connected with one of 
the banks that encourages the people to buy medical and surgical insur- 
ance, and most of us in practice here try to live within the limits of 
the fees paid by these insurance companies. 

Mr. Cuuporr. I understand that if a tourist comes down here and 
has Blue Cross back where he lives, you submit a bill to the Blue Cross 
and they have been honoring those bills. Isn’t that true? 

Dr. Anpuze. Yes, Mr. Chairman. 

Mr. Cuuporr. Of course I know that the Blue Cross can’t operate 
because it is a mutual organization and it has to work out actuarially. 
If you do not have enough people join the plan, it could never possibly 
work out. 

Now this private company, this private health and accident in- 
surance that the insurance company is selling to citizens down here, 
are there very many participants? What percentage of the popula- 
tion would you say buys that type of insurance 4 

Dr. Anpuze. It has only been started in the last 3 or 4 months. I 
don’t think I have seen in the last 6 months more than about three 
patients who were covered by that insurance. In addition, a local 
company connected with the West Indies Bank & Trust Co. sells 
medical insurance. 

Mr. Cuuporr. It is nota company in the continental United States 
that sells you a policy down here? 
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Dr. Anpuze. In addition to that, there are several residents of the 
Virgin Islands who are covered by Blue Cross or Blue Shield. 

Mr. Cuvporr. Can a resident of the Virgin Islands buy a Blue Cross 
policy in Puerto Rico? 

Dr. Anpvuze. Yes, they can. 

Mr. Cuvporr. Have they made any attempt, the Blue Cross in 
Puerto Rico, to advertise their policies over here? 

Dr. Anpuzr. There was a study made about 2 years ago as to the 
possibilities of selling insurance here, taking a group like government 
employ ees and covering them wholesale into the fund, but I have lost 

rack of the final decision on that matter. I know that I have seen 
evel al patients who have had Blue Cross coverage both in my private 
office and at the hospital, and I am sure that the hospital collects from 
the insurance company. 

Mr. Jonas. What percentage of the babies that are born on St. 


‘Thomas are delivered at the hospital? 


Dr. Anpuze. Over 98 percent, I am proud to report. 

Mr. Jonas. Far greater than the percentage in my county. 

Dr. Anpvuze. Dr. Norton has more people than we have. 

Mr. Jonas. I say that is a much higher percentage. How did you 
get it up that high, because it is free? 

Dr. Anpvze. By public health education. The Department of 
Health, Education and Welfare has done a terrific job. They come 
down here frequently. They insist on standards, the consultants 
from the Public Health Service, the Department of Health, Educa- 
tion and Welfare, otherwise they would withdraw the funds. 

Mr. Jonas. Any mother would rather be in a hospital than home, I 
would assume ? 

Dr. Anpuzr. Not always. We have a lot of superstitions to break 
down. We had to demonstrate to them that the care in the hospital was 
far superior to the care at home. 

Mr. Jonas. What is the incidence of death among babies? How is 
that changing from year to year? 

Dr. Anpuze. It is coming down rapidly. The infant mortality rate 
has been cut in half within the last 4 years. The maternal mortality 
rate, where we had no deaths in 1953, none in 1954, one in 1955, and this 
year we have had no deaths, no maternal deaths. We are trying to do 
the same thing as far as the infant mortality rate is concerned. 

Mr. Jonas. Of course if you continue on in this trend, you are going 
to, as the population increases, have a tremendously increased problem 
of raising the money to run this hospital. 

Is there any organization or agency, government or otherwise, that 
is making any serious effort to encourage people to get away from this 
idea of socialized medicine or state medicine, and begin making plans 
to fix themselves in financial condition so that they can defray some of 
the expenses of their hospital care themselves? 

I am worried about the long-range trend, because we can’t afford 
to provide free medical attention and care for everybody in the United 
States. 

Dr. Anpuze. The government does not do that here either. No one 
gets free medical care unless they are medically indigent. 


Mr. Jonas. Everybody under “24 years of age. How did that come 
into the law ? 
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Dr. Anpuzr. That is only so far as diagnostic services in that cer- 
tain area is concerned. 

Mr. Jonas. You mean that does not apply to bed care? 

Dr. Anpuze. It does not apply to all types of illnesses either. 

Mr. Jonas. I thought it applied to all schoolchildren and all resi- 
dents under 21 years of age. 

Dr. Anpuze. That was a law, you are thinking of a law that was 
passed by the legislature in 1953. Then the legislature, in passing 
that law again attached a rider to it to the effect that all nurses, 
teachers, and policemen should be given free medical care, and the 
Governor vetoed that and it was not passed over his veto, so we have 
no such law any longer in the Virgin Islands. That has been super- 
seded by an executive order w hich empowers the commissioner of 
health to continue the fees that were charged, that were embodied 
in the law, and to keep those fees and charges in force and effect. So 
the hospitals of the Virgin Islands today are operated under an exec- 
utive order by the gov ernment. 

Mr. Jonas. W hat i is the formula that is used to determine medical 
indigents ¢ 

Dr. Anpuzx. It is a very elaborate one but a very adequate one. 
It was worked out by the Department of Social Welfare in conjune- 
tion with our own hospital people. Roughly a man with an income 
of $150 a month, with 5 dependents, would be considered medically 
indigent, whereas a bachelor with an income of $300 a month, and 
that is net after taxes, with no dependents, if he becomes ill, he would 
have to pay his hospital bill at the rate of $150 a month until the bill 
was liquidated. 

Mr. Knox. Doctor, this question of care for children under 21 years 
of age, is that construed to be the crippled and afflicted group ? 

Dr. Anpuze. That is right. There is a definition of a crippled 
child which embodies certain medical and surgical conditions. In 
our program plans, we have to transmit to the Department of Health, 
Education, and Welfare first a definition and a listing of conditions 
covered in that definition. 

Now any child afflicted with one of those conditions which requires 
diagnostic services has to be treated free. That does not mean if 
John Doe comes to my private office and the child requires a tonsillec- 
tomy that he gets anything free. He has to pay if I take him into 
the hospital for an operation as a private case. 

Mr. Knox. Under the Crippled and Afflicted Act that prevails here 
on the islands, it covers several afflictions ? 

Dr. Anpuze. That is right. 

Mr. Knox. And also anyone that is crippled becomes eligible to 
receive the services without any cost to them. What about if they 
must be hospitalized? Is there a hospital bed furnished free also? 

Dr. Anpvuze. That is right. 

Mr. Kwox. It is? 

Dr. Anpuzr. Yes. I would like to explain to you why. You see, 
we have never had the funds to match the Federal grant dollar for 
dollar. We match services. The State of North Carolina, for in- 
stance—pardon me for taking that as an example. It is an excellent 
State. Under the law, North Carolina puts up so much money to 
match Federal money in North Carolina in MCH and CC. In the 
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case of the Virgin Islands, it would amount to some $300,000, but we 
have never had $300 ,000 with which to match the money, so we match 
services. This is the way we doit. If Dr. O’Neal does a her nia, his 
services as commissioner of health is matched. If another staff man 
does something else for a crippled child, that service is matched. 
They call it validating the fond. 

In other words, the staff men have to do sufficient work to make us 
eligible for the grant funds. In a combined program the Federal 
Government is really paying for it in other ways beeause they are buy- 
ing some of the equipment, they are buying even some of the supplies, 
they are buying some of the operating-room equipment, some of the 
solutions. The are sharing our expenses. 

Mr. Knox. One other question. You stated that 26 beds were avail- 
able for private patients—— 

Dr. Anpuzr. I am sorry, 26 beds for private and public. There are 
only 2 private rooms at $28 a day, 2 private rooms. Then there are 
about 9 to 12 semiprivate rooms, 12 semiprivate beds, and the rest are 
wards. 

Mr. Knox. What I was leading up to, Doctor, is the rates that are 
charged for these rooms that are av ailable for private and public 
patients ? What is your ward rate? 
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. Dr. ANpuzr. Our ward rates are $4, our semiprivate is $6, private is 
$20. 

Mr. Knox. Did you say $6 for semiprivate / 

Dr. ANpuze. $6 for semiprivate, $4 for ward, $20 for private. I 
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don’t approve of that but before this bill was passed by the legislature, 
a private room was $3, a semiprivate was $2, and a ward bed was $1, 
and it was my job to sell the legislature on increasing these charges. 
Those old charges were put into effect I think in 1918, and we had 
been operating on 1 those chi arges until 1953 when the new hospital was 
opened. So my original char ges that were recommended to the legis- 
lature were consider ‘ably higher than these charges. But, for instance, 
up to today, people are saying, “Imagine $20 a day for a private room. 
At Harkness Pavilion at Columbia. they charge $50 and $60 a day. 
In the hospital it costs us about $22.50 a day per bed. In New York 
| = City a ward bed costs the Government $22.50 a day, just a ward bed 
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- @ in a well-run general hospital. 

o @ Costs are increasing, and the costs are more in the Virgin Islands 
than in the United States because you have to import everything. 

‘e ; Mr. Knox. Your average rate then, that is, your cost per ‘bed 

' averages $22.50 throughout the hospital. Is that right? 

Dr. Anpvuze. In the general hospital. That is the Knud Hansen 
io 6” Memorial Hospital, and the cost in Charles Harwood Memorial Hos- 
y pital would be about the same, slightly higher in the Frederiksted 
». 


| Hospital because the Frederiksted Hospital consists of 12 beds and 

it is very expensive to operate a hospital with 12 beds because you 
have to furnish 24-hour coverage. 

e, | Mr. Pincus. On that point then, Doctor, how come the annual 


or ' report of the Governor shows only $10? 

n- Dr. Anpuzre. What year was that? 

nt =f Mr. Pincus. Fiscal 1955. It shows cost per patient per bed, $10 
to as against $21 at Frederiksted. You indicated it would be higher at 


he F rederiksted. 
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Dr. Anvuze. Yes, but that is the average. It costs less to maintain 
a TB patient per day than a patient in the general ward. There is 
no breakdown there. A patient, for instance an insane patient, you 
give him a few pills a day; he does not require very much. A TB 
patient gets a shot of streptomycin, he does not require very much, 
such as nursing care. He just requires medicine. 

In a general hospital you may have 1 man in a $28-a-day room 
whom the Government is subsidizing because he may require a pro- 
cedure which costs $30 or $40. In 1 day he may use up about $50 
worth of expensive supplies to keep him alive. Modern medical care 
is expensive. 

Mr. Mrnsuatyi. What rates did you recommend to the legislature 
that they should be charged at the hospital ? 

Dr. Anpuze. I thought that a ward bed should be $6 and the semi- 
private should be $8. We compromised. Most of the people in the 
Virgin Islands want to pay for their medical care. The people here 
resent very much being considered indigent, even though we try to 
explain to them that if a person is medically indigent that does not 
mean they are a pauper. It means that they just cannot afford medi- 
val care, and that the person may be temporarily medically indigent. 

We thought it should be $6, $8, and $25. If I remember correctly, 
when we met with the legislature to compromise on this bill, they felt 
that most of the people in the Virgin Islands would be occupying the 
semiprivate and ward beds, and hence it would be too big a transition 
to go from $2 to $8. They would prefer to go from $2 to $6, and at 
that time, this is 1953, I thought it was a major concession. 

Mr. Jonas. How long do you keep your delivery cases in the hos- 
pital ? 

Dr. Anpuze. Four days and surgical cases 314 to 4 days too. 

Mr. Jonas. How about an appendectomy ¢ 

Dr. Anpuzr. I send mine home sometimes the third day or the 
second day. 

Mr. Jonas. I am amazed. My brother had his out and they had 
him up walking the next day. 

Dr. Anpuze. We do that the same night. 

Mr. Jonas. Apparently that is the modern trend, to get them up 
on their feet as soon as possible. 

Dr. Anpuzr. Yes, Congressman. 

Mr. Cuvuporr. Doctor, I wonder if you would not tell the com- 
mittee at this time the entire story of events leading up to your resig- 
nation as commissioner of health? 

Dr. Anpuze. In fiscal year 1955-56, the department prepared a 
budget of $1,699,000. Now we knew that we would not get $1,699,000, 
but you try to put in the things that a hospital should have, the things 
that a preventive service should have. 

Mr. Jonas. You knew you would not get more than you asked for? 

Dr. ANpbuzE. We would get less, but after all, we thought that since 
the other departments were hitting at the ideal—for instance the 
comptroller’s office, they were hitting at the ideal—why should not 
we hit at an ideal setup too ? 

They are dealing in figures and facts. We are dealing in human 
lives. So we thought that we should at least try to do a good job, not 
that we were reckless with the taxpayer’s money, I don’t want to 
give you that impression. 
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Well, a cabinet meeting was called to divide this money which was 
made available, and we were told that the total budget for the Virgin 
Islands would amount to $514 million. 

In order to finish the year out, maintaining services at the present 
level, it cost us $1,245,259 plus $67,000. I want to explain about that 
$67,000. That $67,000 was money I transferred from the grant-in- 
aid, which is in violation of the regulation. 

In other words, I authorized Mr. Thomas to take $67,000 worth of 
Federal grant-in-aid funds and transfer it to the local salary item. 
The reason for doing that is we would have had to triple our staff in 
order to finish out fiscal year 1955-56. When the medical consultant, 
the medical director and his staff visited the islands directly after I 
had made that transfer, I explained to them that I knew it was the 
wrong thing to do, I knew I was violating the regulations, but it was 
either doing that or shut down shop. 

Then the children would suffer, the mothers would suffer, all the 
programs would suffer, because we are operating a combined medical 
care and preventive medicine program. The medical director and the 
assistant director of the children’s bureau agreed with me that this was 
an emergency and that they would not take a budget exception to this 
matter. “But they warned me not to let it happen again. 

I want to go over those figures again. That is $1,245,259 plus 
$67,000 to finish fiscal year 1955-56. 

Now we were working on the budget for 1956-57. I was told that 
the health department budget would be $1,245,000, and that under 
no circumstances was I to come down here to my friends in the legis- 
lature and have them increase this appropriation. 

Well, I would not have done it, anyhow, because what good would 
that do me? If the legislature had passed $1.4 million, they freeze 
it, anyway, so why would I ask them to increase the Governor's appro- 
priation ? 

The Governor sent down his budget to the legislature. I had not 
even seen the Governor’s budget before it was sent down to the legis- 
lature. Well, it is obvious that if you could not finish the y ear before 
with $1,245,259 that you can’t finish it this year with $ $1945 000, and 
I was not going to break the law a second time and transfer any more 
Federal moneys to the Federal payroll, because then the Department 
of Health, Education, and Welfare would think I ought to have my 
head examined. 

Well, one afternoon I went up to the TB ward, and the patients 
there came out in the hall and accused me of starving them to death. 
They said they could not understand that by law we were isolating 
them. They felt they were making a contribution to the community 
and yet they were not getting enough to eat. They had not ree eived 
any medicines for several weeks. Then one morning the business man- 
ager met me in the hall and said, “We have no bread.” 

Well, I can’t tell the patients we have no bread, because we have 
purchased the flour, but the flour has not come in as yet. I feel as 
commissioner of health it is my responsibility to go out and get bread 
from where I can. 

I don’t mean to steal bread. As a result, I started asking people 
for money to give the patients bread and food in the hospital. So to 
say that there was a reason for the shortage, sure, there was a reason 
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for the shortage. It had been ordered, but it had not come in. But 
I also know that we had no money to purchase those items, since the 
money for the purchase of the supplies had already been allotted. 

I should like, if I have your permission, Mr. C ‘hairman, to read a 
letter which was written to Governor Gordon at the time. 

Mr. Cuuporr. You may proceed. 

Dr. AnpuzE (reading) : 


DEAR GOVERNOR GORDON: Yesterday afternoon I had a most disturbing experi- 
ence when I made rounds on the tuberculosis service of the Knud Hansen Me- 
morial Hospital. The 30 patients in that service practically accused me of starv- 
ing them and leaving them there to die. They stated that as of late their diet 
has become so inadequate that they are frequently hungry and that much of 
their treatment has been discontinued because of lack of medicines and other 
supplies. 

This is probably the first unpleasant result of our attempts to economize. In 
retrospect, it seems to me that for the past year or more I have done nothing 
but meet these recurring financial crises in which I am told to cut back and 
economize, but specifically instructed not to cut essential services or cause any 
unfavorable publicity. 

No one to date has told me how one can cut back in a complex organization 
like ours where part of the medical care is dependent upon all the others. We 
are after all not rendering casual services, but dealing in human lives. An 
adequate diet is an essential part of the treatment of tuberculosis. To reduce it 
is to set back recovery of the patients so that in the long run it represents not 
an economy at all but a waste. To keep patients in the hospital indefinitely as 
we are doing now because we lack the medications and the need for recovery is 
another waste. 

We are practically out of all intravenous solutions needed for the treatment 
of shock, nausea, dehydration, and other conditions. We have been without 
flour to make bread for 4 days. We have been without safety pins for weeks, 
and gowns for infants, and Dr. Smith, the head of the MCH and CC, has paid 
personally for these items. 

We have no hot water because both boilers are broken. We are out of cotton 
balls, tongue blades, many suture materials and bandages, knife blades, and 
certain surgical gloves, as well as other essential items too numerous to 
mention. 

To continue to admit patients to our hospitals under these appalling condi- 
tions is to risk their lives and health. To be told that we must economize and 
cut back beyond this and still not jeopardize essential services seems to me 
like caleulated deceit. Stated in its simplest terms, the problem is this: that 
we cannot continue to carry our present patient load either with less staff or 
without immediate purchase of essential supplies. 

The only possible way to cut back is to close one or more of our institutions. 
Which of the institutions is to be closed is a decision which must come from a 
higher authority than mine. 


The people of the Virgin Islands 

Mr. Jonas. What was the date of that letter? 

Dr. ANpuze. That was June 5, 1956. 

Mr. Cuvuporr. Did you get an answer to that letter, Dr. Anduze? 

Dr. ANpuze. No. 

Mr. Cuvuporr. You never got an answer? 

Dr. ANpuze. Never got an answer to that. 

Mr. Cuuporr. Did you ever have a conference with the Governor 
as a result of that or 

Dr. Anpuze. Yes, I discussed it with him and he told me he was 
going to do something about it, but up to now nothing has been done 
about the budget. I went to the Department of the Interior and dis- 
cussed with Mr. Arnold this $75,000 which would have permitted us 
to balance our budget. If they had even unfrozen the $56,000 which 
the legislature appropriated, we might have been able to balance the 
budget this year. 
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Mr. Cuvoorr. Dr. Anduze, this morning when the comptroller was 
testifying, he told us of the time that you were short of funds and 
were 1n a position that you wanted to close the hospital. 

They discovered that a check in the amount of $13,000 had ‘been 
sent by the department of finance to the department of health, that it 
never cleared the bank and had never been found (and 1 year elapsed 
and the money went back into the general fund because the check was 
stale. 

Do you know anything about that $13,000? 

Dr. Anpuze. I heard about it this morning, but Mr. Thomas knows 
something about that check. 

Do you want to explain? 

Mr. Cuvporr. Would you tell us about that, Mr. Thomas? 

Mr. Tuomas. In fiseal year 1955, the Children’s Bureau advised us 
that we were going to receive a cut of approximately $15,000. 

Mr. Ciruporr. You say a cut ? 

Mr. Tuomas. A cut, yes, in our allocation of funds, and in the 
Public Health Service we would receive a cut of about $6,000. The 
then Governor, Morris F. de Castro, after conferences with Dr. 
Anduze, decided that he would request the municipal council to ap- 
propriate this additional amount for us. I think that amount was 
made available in December of 1954. At the time we had one Mr. 
Charles Winters who was acting commissioner of finance, and when | 
went up to discuss this matter with him, he said that there were too 
many special accounts, and that the wording of this particular bill 
did not say that the health department will receive for deposit in any 
special account this $15,000. 

That all we must do is increase our division of sanitation and other 
health services by this amount. The employees so transferred from 
the Children’s Bureau project was taken on by local funds. Those 
employees were from the division of public health. Those employees 
were paid. Sometime last week the commissioner called me in con- 
nection with another check of $16,000 that we were holding until 
Mr. Springborn would get here in January. 

Mr. Cruporr. Who is he / 

Mr. ‘Tromas. He 1s the chief of the program aid for region 3 of 
the Department of Health, Education, and Welfare. I went up to 
see Mr. Young on this particular check, and the schedule of that 
check was drawn somewhere along November of 1955. 

So I explained to him that we never received the check. We did 
not need the check because we already paid the people. So he wanted 
to know how that was quite possible. I could not answer that ques- 
tion at all because we already made payment to the division of public 
health, so I just can’t understand how they are looking for the check, 
The check was not sent to the health department I don’t think, be- 
cause I never received the check. 

Mr. Cuvporr. If you had gotten the check you certainly would 
have put it in the bank; wouldn't you? ' 

Mr. Thomas. Right away. Otherwise the people could not get 
paid, and his payroll section on the hill would never have honored 
any payroll from any department if we were $13,000 short. 

_ Mr. Cruporr. Have you looked through all the drawers up there 
inthe hospital in your office to find it ? . 
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Mr. Tuomas. I looked through every single drawer, sir. 

Mr. Cuuporr. There are a lot of things found in drawers these 
days and I thought you might find the check there. 

Mr. Tuomas. I do not doubt whenever there is a bill not paid, 
they usually come to the health department. They use the health 
department in the first place to look for anything. 

‘ow I can see reason in it because they have a budget of $1.2 
million. They figure anything is possible. 

Mr. Cuvporr. I am not criticizing the health department. Mr. 
Krabach said when he came down here and started in the department 
that pays the bill, he found bills 3, 4, and 5 years old in some drawer. 

Mr. Troms. I know we already paid these. 

Mr. Cuuporr. Dr. Anduze, what happened about the bread? Did 
you finally get enough money from private citizens? 

Dr. Anpuze. Yes, we did. The response was terrific. I thank 
all the people but we kept the hospital going. 

Mr. Jonas. While you are on that bread, may I ask him a question? 

Mr. Cuuporr. Surely. 

Mr. Jonas. What was the date you were out of bread ? 

Dr. Anpuze. It was toward the end of the fiscal year. 

Mr. Jonas. You wrote the letter on June 5. It must have been 
in May or April because you said some time ago 

Dr. Anpvuze. I think it was in June, the last month in the fiscal 
year. 

Mr. Jonas. Could you find the reference in there to it? You wrote 
the letter on June 5 and you were speaking there of 

Dr. Anpvuze. It happened I wrote the letter the afternoon of the 
incident. “Yesterday afternoon”’—that was June 4. 

Mr. Jonas. That was tuberculosis. I am talking about the bread. 

Dr. Anpuzr. The bread situation occurred in about the same time, 
so it must have been in June. 

Mr. Jonas. Would you pick up your reference? It seems to me you 
said “some time ago.” 

Mr. Cuvuvorr. Read that part in the letter for Mr. Jonas where you 
are talking about the bread. 

Mr. Jonas. It is in the first paragraph. I had understood it was 
in April. 

Dr. ANnpuzE (reading) : 

Today the employees of the hospital have taken up a collection to buy bread 
and soup materials for the patients’ noonday meal. 








That is today, June 5. This letter was dated June 5, 1956. 

Mr. Jonas. The reason I ask—and I ask you to refresh your mem- 
ory—is because I had been under the impression that it was in April, 
and I asked the comptroller’s office to get me a record of some of your 
purchase orders during April, and I find on April 16, 1956, you 
ordered 2,500 pounds of fresh veal, 300 pounds of tripe, 300 pounds of 
smoked ham, 500 pounds of lamb, 400 pounds of lamb breast, 1,000 
pounds of mutton, 1,000 pounds of pork and 300 pounds of pork loin, 

so at least the patients were not suffering immediately after that for 
lack of meat, were they? 

Dr. Anpuzr. Was that locally ordered ? 

Mr. Jonas. That was 1 day, on April 16, 1956. 
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Dr. Anpuze. Sometimes supplies are ordered when we have the 
money but it takes some time to come in. 

Mr. Jonas. It was ordered from Conrad E. Francois. 

Dr. Anpuze. His shipment had not come in. 

Mr. Tuomas. The only difficulty the health department experienced 
during the last quarter other than with drug supplies was the flour. 

Mr. Jonas. You ordered bread at the same time you ordered this 
meat; didn’t you? I mean you ordered flour. 

Mr. Tuomas. Correct. 

Dr. Anpuze. But it had not come in. 

Mr. Tuomas. The only reason you did not have the flour and had 
to take up the collection is because the shipment had not come in. 

Dr. Anpuze. That is precisely so. But we could not buy it with 
our funds because then we would have created a deficit. 

Mr. Cuvuporr. Once the funds are obligated you cannot spend them 
over again. 

Mr. MinsHaty. What is the date of that order ? 

Mr. Jonas. April 16. 

Mr. Cuuporr. Dr. Anduze, will you continue? 

I want to get to this point where you finally resigned. I asked you 
to give me the events leading to your resignation. 

Dr. Anpuze. Then the nurse midwife situation—several of our 
people resigned from the department, and we had no replacements. 
When a person resigns, we have to pay them the lump-sum payment 
for annual accumulated leave. Well, in that last quarter it amounted 
to $5,515. 

Mr. Cuuporr. Who resigned, Doctor ? 

Dr. Anvuze. I have a list of the people here. There were nurses, 
one a dentist, a medical and social workers, nurses’ aids. 

Mr. Cuuporr. Why did they resign ? 

Dr. Anpuzr. They resigned for one reason or the other. Some of 
them said the salaries were too small, they had better opportunities 
in the continental United States, and then this not serving them a 
meal created a lot of dissatisfaction among the people working in the 
hospital. They felt that their salaries were low, and that the cost 
of food was high, and they did not feel they could afford to continue 
working for the government. 

So every time a person resigns, we can’t replace him. We don’t 
have the funds. We had to wait until they had used up their accumu- 
lated leave before you can employ someone to take their place. But 
the work goes on. And if you employ a substitute, then your budget 
goes further in the red. 

So I could not see how I could finish out the fiscal year, this fis- 
cal year, without the $67,000 which I had transferred from the Fed- 
eral Government, and since I could not do that again, I did not 
want to stay awake at nights for the next 12 months worrying about 
how the hospital was going to balance its budget. 

Mr. Jonas. May I ask a question right there? 

In your conversations with the Governor, he was always telling 
you that you had a lot of extra people working up there and that 
you could economize in services that were not essential. 

Now I notice in the table on page 18 of his report that you had 
54 custodial workers. Now what would be included in custodial 
workers? 


90694—57——_19 








278 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Dr. Anpuze. Janitors, people to keep the buildings clean, ward 
maids. 

Mr. Jonas. You had 28 in maintenance? 

Dr. Anpuze. Maintenance is something else. 

Mr. Jonas. What would custodial be? 

Dr. Anpuze. Custodial work would be just janitors. 

Mr. Jonas. Chauffeurs ? 

‘ Dr. Anpuze. People cleaning the hospital. I don’t think chauf- 
eurs. 

Chauffeurs would come under the motor pool. But when you con- 
sider the number of institutions the health department operates, the 
Morris F. de Castro Clinic in St. John, there is the Fredericksted 
Hospital, there is the Charles Harwood Memorial Hospital, the 
Knud Hansen Memorial Hospital, there is the leper colony of which 
not a word has been said as of today, and | got tired of telling those 
people something is going to be done for them. 

I have been telling them that for the last 4 years. That is a large 
number of institutions, and we have to keep them clean. 

Mr. Jonas. This table shows 54 custodial workers, 28 maintenance 
workers, 10 sanitation inspectors, 53 clerks and office personnel, and 
then it includes the physicians, the surgeons and the dentists and the 
program directors, midwife nurses, public health physicians, and other 
nursing personnel, 81. 

Dr. Anpuze. Which category are you specifically referring to? 

Mr. Jonas. I am speaking of custodial workers, which are 54. 

Dr. Anpuze. We have gone to all the institutions. 

Mr. Pincus. Excuse me, I think those figures refer to the entire 
staff of the health department. 

Mr. Jonas. What I am asking him is about that. He is the 
director of it. 

Dr. Anpuze. That is right; he was. 

Mr. Jonas. Was until you resigned. 

Dr. Anpuze. Well, I went through every division of the department 
because, after all, I felt that having an important item to save a 
patient’s life was more important than having a custodial worker. 
But after scrutinizing the areas very carefully I did not find one person 
that I could safely let out. 

Some of these custodial workers are paid from grant funds. The 
people in the grant-in-aid setup, the grants programs, they have certain 
program requirements. For instance, a nutritionist has an office—— 

Mr. Jonas. Nearly 90 percent of your entire budget is for salaries, 
personnel ? 

Dr. Anpuze. Correct; and the reason for that is that when salaries 
were increased, salary items were a fixed item, so supplies suffered. 

Mr. Jonas. If you are starting to review a situation, if you only 
have a certain amount of money, wouldn’t it be more important to 
let off a chauffeur, discharge a chauffeur from one of your cars, than 
to cut down on medicine for a TB patient ? 

Dr. Anpuze. I was perfectly willing to do that. 

Mr. Jonas. How many chauffeurs did you have? 

Dr. Anpuze. I don’t remember the exact number. 

Mr. Jonas. Give me the figures before we forget that. 

Mr. Tuomas. We have eight chauffeurs here in St. Thomas. 
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Mr. Jonas. Eight chauffeurs in the department of health? 

Dr. Anpuze. That iseight. 

Mr. Jonas. For whom do they chauffeur ? 

Mr. Tuomas. Five are assigned on a 24-hour basis to the hospital ; 
3, 1 assigned to sanitation, 1 assigned to public-health nursing, and 1 
for St. John. 

Mr. Jonas. You mean they are chauffeurs for officials 

Mr. Tuomas. No, no; for the division of public health nursing. 

Mr. Jonas. What are they, truckdrivers or chauffeurs ¢ 

Mr. Tuomas. Chauffeurs. Some drive trucks, some drive cars and 
ambulances. 

Mr. Jonas. What category are they included in here in the Gover- 
nor’s report? I don’t see chauffeurs listed. 

Mr. Tuomas. I have not seen that. I don’t know. 

Dr. Anpuze. They are in the motor pool. That was one of the 
criticisms that was made and that is why I would like to answer Con- 
gressman Jonas’ question so he can understand. The crippled chil- 
dren’s consultants insist on making so many calls per crippled child 
per year. I think we had 2,000 calls last year and they said that was 
notenough. We had to make more calls. 

The average age of a nurse in the health department is 58.2. Most 
of them cannot drive cars. The grant-in-aid people, that is the 
children’s bureau, MCH and CC, they are willing to pay the salaries 
of these drivers, but they insist that these calls must be paid to fulfill 
what they call the program requirements. If I fired any of those 
chauffeurs and these calls are not made, well then the consultant comes 
down here and says “You are not living up to the agreements which 
we have made.” 

Mr. Jonas. What if I were to tell you that somebody in this city 
has told me that during this period under consideration, a sanitary 
inspector was unable to come around and make an inspection because 
his chauffeur was not on duty at the time. Would that surprise you 
or did you have sanitary inspectors 

Mr. Tuomas. That would surprise me very much. That is not true. 

Mr. Jonas. Sanitary inspectors were not assigned chauffeurs. 

Dr. Anvuze. They walk. 

Mr. Tuomas. That is not true at all. 

Dr. Anpuzr. Mr. Francois uses his own car like I did for 4 years as 
commissioner of health, my own gasoline, too. 

Mr. Jonas. What about your maintenance man? If it came to a 
question of sacrificing a few maintenance men or sacrificing essential 
medicine for TB patients 

Dr. Anpuze. I investigated that and I found that the maintenance 
people were far understaffed. And our maintenance group not only 
takes care of maintenance in the hospital—our chief maintenance 
engineer—Mr. Claunch is always sending him to St. John to look 
after the radio, telephone, and other things in the government because 
there are so few highly trained personnel here. 

_ Another item you mentioned, the clerical help, the General Account- 
ing Office, every year they come with the same thing. You don’t have 
enough clerical staff working in your offices. The local people say 
you have too many people sitting down behind a desk. The GAO 
tells me, “You don’t have enough clerical people.” I said, “Look, 
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what must I do? If I have to choose between a clerk and a nurse I 
am going to employ the nurse or the patient may die. It is true our 
records may not be what they want them to be but I would rather have 
poor records than have the people die.” 

Mr. Jonas. I don’t remember seeing any criticism in your records 
of the GAO reports that I have read. 

Dr. Anpuze. Our records are not as good as they should be. 

Mr. Jonas. It is your opinion then, based on your knowledge of the 
situation, that you could not have made any economies anywhere along 
the line without sacrificing something ? 

Dr. Anpvuzx. I swear that I tried the best I could, Mr. Jonas, and 
if I thought I could, I would have still been commissioner of health. 
I thought it was time to let someone else try. 

Mr. Mrnsuatu. Doctor, we have had some testimony here this 
afternoon regarding the quality of the food both of the Kings Hospital 
which has been mentioned and also here at the local hospital. I 
wonder if you would care to make any comment? 

Dr. Anpuze. You mean in order to compare the quality of food? 

Mr. Mrnsuaty. What is your opinion of the ration served in the 
local hospital ? 

Dr. Annuze. I think that it is adequate, not totally adequate because 
in a general hospital where you are dealing with the acute medical or 
surgical case, you need special diets. 

Now to say that a patient requires less food when they are ill, that 
it should cost less, is not a fair statement, because a patient may be 
on a salt-free diet. He may be ona high ash diet. 

Mr. Minsuaix. Just in general what is your opinion of the food 
up there? 

Dr. Anpuze. That it should be improved ? 

Mr. MinsHaxu. It should be? 

Dr. Anpuze. There is room for improvement. 

Mr. Mrnsnatt. Is it nutritional the way it is served now? Is it 
adequate in your opinion? 

Dr. Anpuze. No; it is not adequate for a good general hospital, 
but it is better than it has been. 

Mr. MrnsHati. How many rations are served up there on an aver- 
age day ? 

Dr. Anpuze. Three times a day. 

Mr. Mrnsuatu. A ration is the amount of food required to serve 

1 man for 1 day. How many people do you serve up there? 
Dr. Anpuze. I would say they have about 96 to 105 people a day. 
Mr. Mrnsuatu. You serve that many people at each meal on the 
average ? 
Dr. Anpuze. That is right. 
Mr. MinsHatn. You serve that many meals whether they are pa- 
tients or connected with the hospital ? 

Dr. Anpuze. No, I am sorry. No, it would be three times that 
many. About 300 meals a day. 

Mr. Mrnsuaty. Each meal you serve approximately 100 people; is 
that right? 

Dr. Anpuze. Precisely. 

Mr. Minsuauy. Are you familiar with these purchase orders that 
the Department of Health issues to get food? Have you ever seen 
them ? 
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Dr. ANpuzp. I have seen them from time to time. 

Mr. MrnsHau. Do you know how often they are issued or how fre- 
quently they make purchase orders? 

Dr. ANDuzE. No; Iam not too familiar with the details. 

Mr. MinsHatx. Is Hugo A. Malone still an employee of the hospital 
to your knowledge ? 

Dr. ANpuze. Yes; he is a purchasing agent. 

Mr. MinsHatu. What sort of storage facilities do you have at the 
hospital in the way of freezers ? 

Dr. ANvuze. Very inadequate. 

Mr. MrinsHa.L. In other words, if they buy 400 pounds of broilers 
and 200 pounds of chicken wings, that is not for immediate consump- 
tion. That is for the future. They put them in the freezer, is that 
right ? ; 

Dr. Anpvuze. Correct. However, the freezer in which these items 
are placed is a private facility for which the government of the Virgin 
Islands pays a monthly rental. The same condition pertains to medi- 
cal facilities operated on the island of St. Croix. The point which I 
should like to stress is that the government of the Virgin Islands must 
pay rent on freezer space whenever large purchases of perishable 
materials are made. 

Mr. MrnsHatu. Do you know how often they order food on the 
average, stock up? Isit once a month, once a week ? 

Mr. Tuomas. Usually once a month. Most of our stuff comes in 
once a month. 

Mr. Minsuat. I have two orders here, both for substantial amounts 
of meat, one dated April 5, that takes in over a thousand pounds of 
different kinds of meats and another one April 16, that takes in several 
tons of items, including suckling pig. 

Mr. Tuomas. That is right; against the same contract but to dif- 
ferent bidders, that is all. 

Mr. MinsHaty. In what way, Doctor, isn’t the diet up there suffi- 
cient, in your opinion ? 

Dr. Anpuze. I said that it was inadequate in that we were not pre- 
paring the specialized diets due to the lack of a dietitian at the hospital. 

n other words, as far as quantity is concerned, but as far as ingre- 
dients 

Mr. Mrnsuatt. Well, they bought the finest ingredients according 
to these purchase orders. There are broilers on here, 200 pounds of 
fresh liver, bologna, chicken wings, salami, suckling pig. 

Dr. AnpDuze. I don’t mean that. 

Mr. Minsuatt. Breast of lamb. 

Dr. Anpuze. The distribution of items. 

Mr. MrinsHav. I do not see any stew meats on here of any kind or 
any hash. 

Dr. Anpvuze. Mr. Minshall, I am not a nutritionist. Neither am I 
a dietitian, but my consultant, a nutritionist, advises me that we need 
a dietitian in order to prepare adequate special meals. I would not 
say that I would get in a temper tantrum because I did not have a 
dietitian. 

I think that when you consider the improvement over the years, it 
has been tremendous. So I would not quibble over the type of food. 

Mr. Mrnswatt. I think our own chairman made the statement early 
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this afternoon that they were starving the people to death in the 
hospitals. Is that correct? 

Mr. Cuuporr. I was talking about the old people in the old folks’ 
home, not the hospital. 

Mr. Mrinsnatx. Are you familiar with the diet at the old folks’ 
home ? 

Dr. ANpuze. Yes, I am. 

Mr. MinsHati. What is your opinion of that ? 

Dr. Anvuze. I think it is terrible, awful. 

Mr. Cuuporr. Doctor, I see we are getting close to recess time. You 
have got us up to June 5 and I understand you resigned in October and 
I would like to close the gap between June 5 and October, so we get the 
record complete. 

Dr. AnpuzE. Yes, sir. 

Mr. Jonas. Mr. Chairman, I don’t think it is is pertinent to this 
inquiry why the Doctor resigned. I would not object to him testify- 
ing about conditions, but his reasons for resignation are of no concern 
to this committee or Congress and I object to going into them. 

Mr. Cuuporr. Do you have anything further to add between June 
5 and October 10 as far as conditions are concerned ? 

Dr. Anpuze. As far as the conditions are concerned, I started to 
point out the crippling of the department when large numbers of 
people resigned. It throws the budget completely out of gear. You 
have a problem of recruitment, No. 1, No. 2, you have the problem 
of finding the money for their replacements, because in the budget for 
this year and the budget for last year, no provisions were made for 
employment of substitutes. I wanted particularly to point out to 
the committee that health needs most times are of an emergency. We 
are a tourist island. We are talking about building up the tourist 
trade. Our institutions are totally inadequate to take care of the 
large number of tourists who visit there between December and March. 

I know I have been criticized for employing highly specialized 
people like a radiologist, like an anesthesiologist, but I know of several 
people that would have been dead if we had not availed ourselves of 
the highly technical and skilled personnel who are presently employed 
by the department of health. 

As far as salaries are concerned, the salary of any of these specialists 
is $7,500 a year. To qualify for a specialty board now requires an 
average of 5 years of postgraduate training beyond the doctoral 
degree. 

But one has not only to think in terms of the specialists themselves. 
One has to think in terms of the technicians who man the ancillary 
services. 

This is an American possession, and when we tell the people that 
it is an American possession where they can bask in the sun, they come 
here with a certain amount of pride, and they feel that they are 
entitled to the same type and standard of medical care in the Virgin 
Islands as they would have in continental United States. All goo 
medical care has to be subsidized, whether it is in the Virgin Islands, 
whether it is in New York, whether it is in Pennsylvania, or whether 
it is in North Carolina. 

Mr. Jonas. May I take issue with you there, sir? We have two 
privately owned hospitals in my own hometown, neither one of which 
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receives any tax moneys, neither of which is subsidized to any degree 
by any gov ernment. 

Dr. Anpuzr. The average income in North Carolina is far higher 
than the average income in the Virgin Islands. We feel, just as the 
money collected from private patients rose from $12,000 to $75,000 be- 
tween 1952 and 1955, we feel that eventually the private patients 
would pay a fair share of the cost. This is a poor community. I 
think the average income in the Virgin Islands was $600 a year. This 
was about 2 years ago. 

Mr. Jonas. I am not questioning the need and I am not questioning 
the difference in conditions here and there. I am merely pointing 
out that it seems to me the broad difference between you and the 
executive department is that you wanted more money and he did not 
feel that any more money was available. 

Now that in general is a summarization of your difficulties, isn’t it? 

Dr. Anpuze. No, I am not so sure. 

Mr. Mottonan. Mr. Chairman, if Mr. Jonas wants to go into this 
1 think he ought to permit the man to go ahead and spell out his case. 
If we are going to make certain statements here as to what the differ- 
ences were between him and the Gover nor, I think we should hear his 


side, too. I would be delighted to hear the Governor’s side tomorrow, 
every word that he has to say. 


Mr. Jonas. Have I tried to close him? 

Mr. Motionan. No; except you said a while ago that we should 
not listen to him. 

Mr. Jonas. I did not say any such thing. I said we ought to listen 
to anything he wants to say in criticism of the way the conditions are 
or were, but his personal reasons for resigning, 1 did not think was 
the concern of this committee. 

Mr. Motiouan. They are pertinent to the whole question, aren’t 
they ? 

Mr. Jonas. I don’t know whether they are or not. 

Mr. Mortonan. How can we determine if they are unless we listen 
tothem? Idon’t think we ought to shut him off. 

Mr. Jonas. I am not trying to shut him off. I will stay here all 
night if you want to stay. 


Mr. Mottonan. I am entirely sympathetic with what you are try- 
ing to do. 

Mr. Jonas. You misinterpreted what I am trying to do. 

Mr. Cuuporr. Doctor, in looking over this 1955 annual report of 
the Governor of the Virgin Islands, I noticed something that I think 
should be explained by you, and that is why the old : age home on 
St. Croix is under the jurisdiction of the department of health and 
why the old age homes on the island of St. Thomas are under the 
jurisdiction of the department of social welfare. Also how the de- 
partment of social welfare spends $1 a day more on St. Thomas 
than they do to maintain the old folks home on St. Croix. 

Dr. AnpuzE. Because they have the money and we do not. 

Mr. Cuvuporr. Should not these homes be under one jurisdiction ? 
How did they get their 2 and how did you get your 1? 

Dr. Anpuzre. We inherited ours over a period of years. Queen 


Louisa’s Home here on St. Thomas is a project started on St. Thomas 
many years ago. 
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Mr. Cuuporr. Don’t you think they ought to reorganize the gov- 
ernment and put them either all under the department of health or 
the department of social welfare ? 

Dr. Anpuze. You raise another technical problem here. I hate 
to spend your time going into it. The long-range plan for the health 
department should be in accordance with the plans set up by the 
President’s plan for the chronically ill in nursing homes. The 
Virgin Islands is entitled to Hill-Burton Act funds and funds for 
the chronically ill, funds for diagnostic treatment centers and funds 
for nursing homes. 

But you cannot take Federal matching monies and renovate Kings 
Hill. Any home for the chronically ill has to be managed in con- 
junction with a general hospital in order to insure quality care. We 
have not drawn one cent of Hill-Burton Act funds or any of those 
Federal funds started by the Eisenhower program in the last 3 years 
because we have not had the matching funds, and despite the fact 
that Mr. Alexander promised me that we would be able to construct 
a 25-bed hospital in St. Thomas, not a 24-bed hospital, a 25-bed 
wing in St. Thomas and a 25-bed wing in St. Croix adjoining the 
general hospitals, utilizing the “ii” funds for essential public works, 
up to now we have not had one cent expended for it. 

The bills were passed by the legislature but they were vetoed. I 
think Mr. Lowitz introduced one of the bills for the chronic-disease 
2 ore in St. Croix, and one of the St. Thomas men introduced a 

ill for $100,000 for a 25-bed addition to the hospital in St. Thomas. 
That is very important because during the tourist season, many times 
you have to discharge cardiacs from the hospital who are not well 
in order to take care of the acute cases. You can’t let a man stay 
out of a hospital when he needs an appendectomy and keep a person 
there who is recovering from a heart attack who requires a 6-week 
convalescence period. 

You get rid of the 6-week convalescent and bring in your acute 
case. What happens to your 6-week convalescent? He is back in 
the hospital with an acute cardio-infarct. I have no personal reason 
for resigning. ‘Those are some of the problems which I could not 
resolve and in all fairness to Governor Gordon and in fairness to the 
eS I thought it best that I relinquish my duties and responsi- 

ilities. 

Mr. Cuuporr. Any question, Mr. Mollohan? 

Mr. Motionan. Yes, sir. 

Mr. Thomas, a while ago you mentioned you had eight chauffeurs. 

Mr. Tuomas. Correct. 

Mr. Motionan. Five were assigned to the hospital ? 

Mr. Tuomas. Correct. 

Mr. Motionan. Do you maintain an ambulance service at the hos- 
pital in connection with the hospital ? 

Mr. Tuomas. Oh, yes; the chauffeurs are assigned full time to the 
hospital. 

Mr. Motxionan. In other words, these five chauffeurs are assigned 
there for the purpose of manning the ambulances? 

Mr. Tuomas. Correct. 

Mr. Motxiouan. Then you have three other chauffeurs that are 
distributed over the entire department? 
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Mr. Tuomas. Correct. 

Mr. Motionan. And you have a total of 412 employees approxi- 
mately. Is that right? 

Mr. Tuomas. Overall. 

Mr. Motionan. I understood we have a great number of chauffeurs 
in the Virgin Island government. I think it is something we ought 
to take a very careful look at. I certainly feel that these eight are 
justified from what I have heard here. Someone told me outside, 
just a moment ago, who is in a position to speak with authority, 
that there is 1 department here that has 18 chauffeurs. 

It seems to me that someone such as the finance commissioner or 
some person of that sort could give us information relative to the 
number of chauffeurs that are employed in the government of the 
Virgin Islands. If there are excess chauffeurs in any department, 
why I think we ought to get rid of them. 

Dr. Anpuze. There is one criticism I would like to make about the 
health department even while I was commissioner. You have to main- 
tain coverage. You just have to have a chauffeur on the premises 
because you may have an accident at all hours of the night down the 
street. You have to have a man to drive the ambulance. But I feel 
that that chauffeur should have additional duties. It is going to take 
a long time to break down the pattern that has existed here for many 
years, that a chauffeur is employed only to drive an automobile. I 
feel that the chauffeur should be given other duties. 

Now it is true unofficially we require that chauffeur to do additional 
work. But if you are going to be technical about the thing and follow 
his job description, he is not supposed to do anything but drive the 
ambulance. What about the hour or two that he sits down and does 
nothing? We have been aware of that. 

Mr. Motionan. Don’t you have any ambulance service in the city 
other than that provided by the hospital ? 

Dr. Anpuze. No. 

Mr. Jonas. Don’t you have any funeral homes operating ? 

Dr. Anpuzr. We have a funeral home, but they do not supply 
ambulance service. 

Mr. Jonas. In the States—I do not know why there is so much 
laughter about it—in the States, and you have been there, most of the 
ambulance service provided in cities this size comes not from the hos- 
pitals but from funeral homes that maintain ambulance services. 

Mr. Cuuporr. In Philadelphia our taxicab company has what they 
call cabulances. 

Mr. Jonas. It is a rare instance that you would find a hospital oper- 
ating an ambulance service. 

Dr. Anpuzr. The fee for an ambulance call is $3. Before it was 
00 cents. The nurses have been making every effort to keep from 
utilizing the ambulance unless it was absolutely necessary. In years 
gone by the ambulance service was abused, but I do not think that the 
same thing can be said now. 

Mr. Cuuporr. Doctor, do you have a motor pool in the Virgin 
Islands government ? 

Dr. Anpuzr. We had one years ago in public works. That was in 
1949-50. But I don’t think it operated too satisfactorily, and every 
effort has been made to decentralize the government and make every 
department responsible for its own vehicles. 
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Mr. Cuuporr. I think this would be an easy place to operate a 
motor pool. You can’t go very far on St. Thomas. Certainly the 
cars would be available. 

Dr. ANnpuzeE. It has been tried and all motor vehicles were sent down 
to public works. That was during the Hastie regime, but I think it 
was discontinued. 

Mr. Tuomas. I believe this department you are talking about with 
the 18 chauffeurs, we have 8 on St. Thomas and 10 on St. Croix. 

Mr. MottoHan. You mean you have 10 chauffeurs ? 

Mr. Tuomas. Eighteen; eight in St. Thomas and ten in St. Croix. 

Mr. Motionan. What in the world do you do with 10 chauffeurs in 
St. Croix? 

Mr. Tuomas. St. Croix—there are rural areas with 15 miles be- 
tween towns. There are country districts. You have chauffeurs in 
Fredericksted to serve the 12-bed clinic. You have chauffeurs in the 
Christiansted area to serve the 60-bed clinic. 

Mr. Mottonan. You maintain a service in both? 

Mr. Tuomas. Oh, sure. 

Dr. AnpuzE. You have to. Otherwise there would be a terrific cry. 

Mr. Prncus. How many miles radius does each one of those estab- 
lishments cover on St. Croix? 

Dr. Anpuzr. The island is 88 square miles. It is much larger than 
this island. I imagine that they cover about a 15- or 20-mile radius. 
We have been trying to get some of these instruments, for example, 
so that you could contact an ambulance midway between say the 
Charles Harwood Memorial Hospital and Kings Hill, but I do not 
know what happened to that. 

Mr. Mortonan. How far is it from Christiansted to Fredericksted ? 

Mr. THomas. Fifteen miles. 

Mr. Morronan. Has any consideration been given to abolishing 
the hospital at Fredericksted, the 12-bed hospital that has a mainte- 
nance cost of $21 per day per patient ? 

Dr. Anvduze. Originally the public health service recommended 
that that hospital not be constructed and that if they constructed a 
clinic there, that no patients be permitted to remain here because of 
the increased cost of operation. But that is a very sore spot with the 
people in St. Croix, and I have been the victim of their remarks 
many times because I tried to close the Fredericksted Hospital up. 
It is too expensive to operate. 

Mr. MotitoHan. When was it opened, Doctor? 

Dr. AnpuzeE. It was opened in 1953. That isthe new clinic. Before, 
they had a 68-bed hospital there, and that was reduced to 12 when they 
opened the new hospital. 

It is terribly expensive. It is wasteful really to operate a 12-bed 
unit, but the people of Fredericksted have a sentimental attachment 
to a hospital in that area, and there you are. 

Mr. Motitonan. You noticed your patient cost was $10-plus in the 
Harwood Hospital and almost $22 in the other hospital. 

Mr. Lanican. Didn’t you say at one time when the budget was cut 
that you suggested that Fredericksted Clinic be closed but that the 
government secretary told you you could not fire anybody ? 

Dr. Anpuze. That is a date I hate to remember because I was 
recommending that it be closed for objective reasons, but no one 
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wanted to take the responsibility of closing it. Certainly I was not 
going to close it as the commissioner of health. As I said in my letter, 
I felt I needed higher authority. 

If I closed the Fredericksted Hospital I am sure that they would 
say “You see, that Anduze, he closed that hospital, not us. Open it 
right away.” 

Mr. Pincus. Doesn't it cost you between $80,000 and $90,000 a year 
to run that clinic? 

Dr. Anpuzr. That is right, far too much. The costs do not justify 
the service rendered. 

Mr. Lanican. Did the Governor or the government secretary in- 
struct you not to close the hospital? 

Dr. Anpuze. Yes; they did. 

Mr. Lanican. When did that occur ? 

Dr. Anpuzr. That occurred about October of last year, 1955. 

Mr: Lanican. October of 1955. So it was continued despite your 
suggestion that it be closed? 

Dr. Anpuze. I think that is one matter you should discuss with 
Senator Merwin too, because he was at the meeting. 

Mr. Prxcus. How about these two homes for the aged ? 

Dr. ANpuzr. They are operated by the department « of social welfare. 

Mr. Pincus. They are both on St. Thomas? 

Dr. ANpuze. Cornero Home; yes, sir. 

Mr. Pincus. Why is it necessary to have two separate homes for the 
aged on St. Thomas? 

Dr. ANpuzr. Both are inadequate. There are not enough beds in 
Queen Louisa’s Home. Cornero was a gift to the municipality. 

Mr. Prxcus. Wouldn’t it be more efficient to have 1 home than 2 
separate ones / 

Dr. Anpuzr. It would, but the funds are not available. 

Mr. Pincus. Thank you. 

Mr. Jonas. May I ask a question now? 

Doctor, I have before me a chart giving the comparative amounts 
of money available for the Department of Health from appropriations 
and grants-in-aid. 

1952 through 1956 indicates that in 1952 the total funds available 
for the department, $761,934. In 1953 they were $805,623. In 1954 
they were $938,654. In 1955, they were $1,471,946, and in 1956, 
$1,456,724.73. 

Do those figures sound about correct ? 

Dr. Anpuze. Yes, sir. 

Mr. Jonas. They indicate, don’t they, that progressively over the 
years the Department of Health has been receiving more money ? 

Dr. Anpuze. Yes, sir. 

Mr. Jonas. From year to year? 

Mr. Anpuzr. That is right. 

Mr. Jonas. Maybe not as much as would be necessary to do every- 
thing that you think should be done but at least we are making 
progress, aren't we ? 


Dr. Anpuzr. Yes; but the restrictions on the money. For instance 
you just read the total budget there. 
Mr. Jonas. The total money made available ? 
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Dr. Anpuze. The total money made available. I can’t take, as I 
Ss out earlier, $67,000 of a specialized fund and put it into general 
1ealth. 

For instance this year the mental health fund was increased from 
$17,000 to $25,000. I can’t spend any part of that money on the 
mental health ward of the hospital. It is against the law. So there 
have been substantial increases in the Federal grants funds, but they 
are separate funds and they have to be spent for the purposes for 
which the Congress intended them. 

That is one of the local problems I have had as commissioner of 
health, to make people realize that if they walk into the mental health 
office and see an electric typewriter, it is either purchasing an electric 
typewriter or sending the money back. 

But we do not have that type of money locally. The Federal grants 
have been increasing at a tremendous pace. A lot of the things that 
we are doing now in preventive medicine we could not dream of doing, 
were it not for the Federal grants. 

Mr. Jonas. Let me ask one other question and then I hope I won’t 
have any more. Why did the legislature transfer the department of 
health from local to matching funds? 

Mr. Anpuze. I don’t know. 

Mr. Jonas. You were not familiar with that debate and the reasons 
that led up to it? 

Dr. Anpuze. I have heard it discussed but to tell you the truth, Mr. 
Jonas, I have not been too much interested in political matters. 

Mr. Jonas. You are a card-carrying member of a political party, 
though ? 

Dr. Anpuze. A dues-paying member. You make it sound like a 
Communist organization. 

Mr. Jonas. I did not mean that. 

Dr. Anpuze. A dues-paying member. I pay dues. 

Mr. Jonas. I have heard since I have been here that you have to 
make application to get in that party and they have a board that 
passes on you. Is that right? 

Mr. Anpuze. I don’t know. I know I paid my dues. 

Mr. Jonas. They do not issue you a certificate, do they ? 

Dr. Anpuzz. No; at least I don’t have one. 

Mr. Jonas. Do you have anything in the local government that 
would compare with our Hatch Act in the States ? 

Dr. Anpuzz. Not that I know of. I know there was some discussion, 
if you would call this political, concerning my brother who wanted to 
go to one of the conventions and the Governor told me it was against 
the Hatch Act. 

I understand since that time the Civil Service Commission has ruled 
that local employees are not covered under the Hatch Act. 

But my brother resigned and he is now in private practice. 

Mr. Jonas. What was your brother’s occupation ? 

Dr. Anpuze. He was the only dentist in St. Croix. 

Mr. Mottonan. Is hea Democrat or a Republican ? 

{ Laughter. | 

Mr. Motironan. You are a Unity Party member, aren’t you? 

Dr. Anpuze. Iam a member of the Unity Party. 

Mr. Cuuporr. Is your brother a dues-paying member of the Demo- 
cratic Party ? 
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Dr. Anpuze. I presume he is. He had to be to be elected. He could 
not be elected locally as a Republican. 


Mr. Jonas. Was he one as a delegate to the convention? 

Dr. Anpuze. I think he 

Mr. Jonas. He was a anes ate. That was the basis on which it was 
stated that he was covered by ‘the Hatch Act. 

Mr. Anvuze. Yes, if I remember correctly. 

Mr. Jonas. Do other Government employees, say in your depart- 
ment, when you were running it, when you were commissioner, was 
there any prohibition against engaging in political activity? 

Dr. ANpuze. Yes. I received a memorandum. 

Mr. Jonas. I mean did you issue any memorandum telling your 
people not to engage in political activity ? 

Dr. Anpuzr. Yes, I did, if I remember correctly. I don’t remember 
the date, but I issued a memorandum and I called them in and told 
them not to participate in any political convention. Because I am not 
a lawyer, I did not know whether it was against or for the Hatch Act. 
I did not want any of my people to get in trouble. Then the letter 
you are probably referring to was a letter I wrote to Governor Gordon 
asking his opinion, as a dues-paying member of the Unity Party, 
whether it would be proper for me to attend the local Unity Party 
convention. 

The Unity Party is a local party, and it is quite popular with the 
masses of the people in whom I have been very much interested in the 
last 16 years. 

Mr. Jonas. I don’t think, incidentally, there is anything in the 
Hatch Act which prevents a Government employee from attending a 
convention. I have known scores of them to attend a convention, 
maybe not as a delegate. 

Dr. Anpvuze. I wanted to find out if I would be violating any of the 
rules, any of the Federal regulations, by attending. I never did re- 
ceive an answer to that letter. It was sent to the Department of the 
Interior. A patient came in and told me it was sent to the Department 
of the Interior with a notation that I did not answer this. 

Mr. Cuvuporr. We have thousands of Federal employees in the 
United States who, under the Hatch Act, are registered as Democrats 
or Republicans, and they can go to a convention as a spectator. They 
probably could not go as a delegate or an alternate delegate. Are 
there any further questions ? 

Mr. Laniean. I have 1 or 2. 

Mr. Cuuporr. It is half past five. 
2 or 3 minutes, Mr. Lanigan. 

Mr. Lanican. I just w vanted to ask him about the nursing situation 
and the adequacy of the nurses in the hospitals and other medical 
staff. Will you tell us how that is? 

Dr. Anpuzr. To give you an example of how short of nurses we are. 
the operating room serving a population of 14,000 people consists of 
a nursing supervisor, 1 graduate nurse and 2 nurses’ aides, and they 
have to be available for. emergencies, and all types of services per- 
formed at the Knud Hansen Memorial Hospital. 

At the time of my resignation the graduate nurse was out on mater- 
nity leave, and we had no one to take her place, so that reduced the 
staff to a nursing supervisor and two practical nurses. 


Let’s get through in ‘the next 
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As far as the medical-surgical ward is concerned, which is a very 
active service, I understand that there will be two resignations in 
January, depleting an already depleted staff. 

It is Dr. O’Neal’s responsibility now to find replacements. 

First he has to pay the accumulated leave. He is starting out 6 or 7 
thousand dollars in the red. He has to pay the accumulated leave of 
these employees in addition to hiring their substitutes. I don’t see 
how he is going to finish out the year. At least I would like to find 
out. 

Mr. Laniean. Could I ask Mr. Thomas, on the basis of the present 
rate of spending in the department, will you estimate that it can finish 
the present fiscal year with the money which has been allocated to it 
without cutting personnel or services ? 

Mr. Tuomas. That is a question I think I do not even have to 
answer. 

Mr. Laniean. You have the fiscal accounts? 

Mr. Tuomas. Yes, but you see, that is a particularly ticklish ques- 
tion when you put it that way. If I answer that question, I do not 
want to hold Dr. O’Neal to it. 

Mr. Lanican. Do you have — money to keep spending at the 
rate you have for the rest of the year 

Mr. Tuomas. That is a question that Dr. O’Neal will have to answer 
too. Thatisa ticklish question. You just say something here. Now 
tomorrow morning you would be surprised. [Laughter. | 

Mr. Cuvuporr. Mr. Thomas, I don’t want to put you in the middle. 
If it is going to embarrass you with your superiors and your coworkers 
and so forth, I think you can answer that question that you hope you 
will have enough money so you won’t have to cut anybody from the 
payroll or eliminate any services. 

Mr. Tuomas. I would hope so. 

Mr. Cuuporr. Any further questions? 

Mr. Jonas. You can’t tell how many people are going to get sick 
or how many will get well, can you? 

Mr. Tuomas. We hope for the best. 

Mr. Cuuporr. Thank you, Mr. Thomas. We certainly appreciate 
your testimony. 

Now before we recess, Mr. Perlman, No. 1, have we reached either 
of those two Senators whom we would like to hear tomorrow ? 

Mr. Pincus. The call was to Senator Merwin and the response was 
relayed to me that he will try to be here at 9 o’clock tomorrow 
morning. 

Mr. Cuuporr. How about the Governor ? 

Mr. Pertman. Yes, sir; I have contacted the Governor’s office. 
He was not in, but word was left that we would expect him tomorrow 
morning at 9 o’clock. I understand that time can be changed, if nec- 
essary, if you should decide to hold hearings earlier. 

Mr. Cuvuporr. The subcommittee will now recess until 8: 45 tomor- 
row morning. 

(Whereupon, at 5: 30 o’clock p. m., the subcommittee was adjourned, 
to reconvene at 8:45 o'clock a. m., Wednesday, December 12, 1956.) 
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Hovuss or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND RESOURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Charlotte Amalie, St. Thomas, Virgin Islands. 

The subcommittee met, pursuant to recess, at 9:05 a. m., at the 
Legislative Council Building, Representative Earl Chudoff (chair- 
man of the subcommittee) presiding. 

Present: Representatives Chudotf (presiding), Mollohan, Jonas, 
Knox, and Minshall. 

Also present: Arthur Perlman, staff director; James A. Lanigan, 
counsel, Subcommittee on Public Works and Resources; Christine Ray 
Davis, staff director, Committee on Government Operations, and Wil- 
liam Pincus, associate general counsel, Committee on Government 
Operations. 

Mr. Cuuporr. The subcommittee will be in order. 

Yesterday, while we were hearing from the department of health, 
Dr. O’Neal brought with him figures showing the cost of food in the 

various hospitals and also the staffing at the various hospitals as to 
nurses, physicians, and the amount of pay that they receive, and with- 
out objection I will place these in the record at this point. 

Mr. Jonas. I don’t have any objections. May we see them? 

Mr. Cuvuporr. We passed that around yesterday but it has some 
additional information about the number of doctors, what they special- 
ize in, how much they get. 

(The information is in the subcommittee files.) 

Mr. Cuuporr. Is Senator Merwin here? I thought I saw him be- 
fore. Will you tell him that we are ready for him? Senator, would 
you come up, please? Just have a chair and make yourself com- 
fortable. 

Mr. Merwin. Excuse me if I delayed a moment. I was picking up 
a record. 

Mr. Cuuporr. That is all right, sir. We are glad to have you here. 
Senator, would you please identify yourself for the reporter ? 


STATEMENT OF JOHN D. MERWIN, A REPRESENTATIVE IN THE 
LEGISLATURE OF THE VIRGIN ISLANDS 


Mr. Merwin. My name is John D. Merwin. I am a representative 
in the Legislature of the Virgin Islands elected as senator at large, 
and a resident in the island of St. Croix. In private life, [ am an 
attorney at law and a businessman. 
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Mr. Cuuporr. Senator, yesterday when we were hearing testimony 
from the comptroller of the Virgin Islands, during the discussion the 
question came up as to the comptroller’s veanmenesaatinns to the legis- 
lature for personnel, and although I do not recall the exact figures, 
the legislature passed a bill that was considerably less than requested. 

I understand that during the course of the debate on the floor of 
the senate you moved that the comptroller’s request for his entire 
budget be allowed, and that motion was defeated by a vote of 6 to 4, 
1 member of the senate being absent. 

Senator Ottley spoke to us yesterday and he told us his reasons for 
opposing the comptroller’s request. At that point Congressman Jonas 
said he would like very much to have a Member of the Senate who was 
in the minority on the vote on that bill, and since you had made the 
motion, we felt that you were perhaps more cognizant of the facts, 
and therefore we asked you to come. If you want to speak generally 
before questioning takes place concerning the bill you may proceed. 
Otherwise I think Congressman Jonas has some questions for you. 

Mr. Merwin. If I may do so, Mr. Chairman, I would like to ask 
that I be permitted to answer questions that any member of your 
committee may have first. I did not come prepared to speak gener- 
ally on any subject. If, after certain questions, there develops some- 
thing that I could offer some general remarks on, I should be happy 
to do so. 

Mr. Cuuporr. Of course, Senator, we realize that this was an emer- 
gency call and we know that you are not prepared but I know you 
are going to tell us to the best of your recollection what happened on 
that day. 

Mr. Merwin. I shall be very glad to do that. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. I would like to ask the Senator a question or two. We 
were somewhat concerned, Senator, over the reports that had been 
made by the General Accounting Office about lack of fiscal controls 
and about the need for more comprehensive audits of the various 
departments in the islands, and some very definite recommendations 
were made in those reports to the comptroller which would in his 
opinion have required him to increase his staff in order to do a better 
job of keeping in touch with the expenditures here in the islands, as 
a result of which he proposed an increase in appropriations for the 
use of his office and its staffing, my recollection is from $69,000 to 
$157,000, the office having had at its disposal either $69,000 or $67,000 
the previous year. 

He testified or stated before the committee that his new budget 
request was based upon, as I recall, engaging the full-time services 
of a lawyer and some extra accountants which would have increased 
the staff up to about 21 or 22 persons. That budget request was 
heard by the appropriations committee and not too extensive hear- 
ings apparently were held in that committee. Were you on the 
committee ? 

Mr. Merwrn. I was not on the committee, sir. 

Mr. Jonas. But at any rate the committee did not go along with 
the requested increase, reported out a bill to the legislature containing 
$67,000 as I recall it. 
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It was during—may I read from the debate from the transcript 
which I obtained yesterday from the secretary of the legislature dated 
June 7, 1956. 

I can’t understand it; the figures are somewhat confusing and this 
adds to my confusion, and I now quote: 

Mr. Merwin. Mr. President, I do not see any total in this bill, so I do not 
know how much money I am supposed to vote on. 

Mr. Orriey. $69,000. 

Mr. Merwin. I don’t see anything here at all. 

Mr. Ort trey. It is now reduced to $57,500. 

This is on page 2 

Mr. Merwin knows that the reason why we do not state— 

then there is a parenthesis— 


the total amount appropriated in these appropriation acts is to preclude the 
Governor from vetoing everything else but the total salaries, the total amount 
appropriated. 

And it was following that discussion that you moved to increase 
the amount in the appropriation bill by $70,500 which would bring the 
total up to $138,000. 

Mr. Merwin. That is right. 

Mr. Jonas. Do you recall that debate? 

Mr. Merwin. Yes, sir: I do. 

Mr. Jonas. I would like for you to tell the committee what the 
attitude of the four members who voted with you was, and why you 
felt justified in moving to give the comptroller the amount of money 
he requested to run his office and any comments you might like to 
make on that subject would be welcomed by the committee. 

Mr. Merwin. Well, sir, in answer to your question, I was not a 
member of the finance committee of the legislature, but when I knew 
that there was a move afoot to cut down the amount appropriated for 
the office of the comptroller, I felt that it was my duty to make my 
independent investigation as to just why the sum of money requested 
was Silas requested by the Governor, that is $138,000, and I did talk 
the matter over with the comptroller and with the Governor to de- 
termine just why the local government should be required to appro- 
priate that much money and it was determined that the Comptroller’s 
office in Washington had determined that an inadequate staff then 
existed for the purpose of rendering such reports as were required. 

That in order for them to have proper reports in Washington and 
for the comptroller’s office to carry out its full function of auditing the 
accounts of the local government, certifying the general funds for 
matching funds purposes and all other duties, that additional mem- 
bers of the staff would be required. With this in mind, I felt that if 
the General Accounting Office or the Comptroller General had 
assessed the situation and felt it necessary for the comptroller to 
have this additional staff, that it was our duty to furnish the necessary 
moneys as required by the organic act. 

I do not feel that we should be just rubber stamps here in the Virgin 
Islands and just give them anything they ask for, but I felt that fur- 
ther study of the situation should have been given at least so that we 
could know whether an amount between $69,000 and $138,000 would be 
proper. 
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It is possible that they might have been able to get along with 2 or 3 
less persons than they were asking for, and yet be able to properly do 
a job. But I felt that the action of the finance committee in just ar- 
bitrarily taking a figure of one-half of what had been asked for and 
asking no further questions, chopping it down and making a predeter- 
mination right here in this legislature, that the comptroller’s office was 
not entitled to more money, was arbitrary and was irresponsible. 

I still feel that that action was irresponsible because I was aware 
of the fact that the certifying of the general fund is quite a job, and 
that if the comptroller does not have sufficient personnel, it might de- 
lay the certification of funds for some months and affect the opera- 
tion of our government. 

For that reason I made a motion to increase the funds to $138,000, 
and those who voted with me all shared my views on the matter, that 
the comptroller would require more funds. 

Mr. Jonas. You felt that the office of comptroller, with all of the 
duties he and his staff are supposed to perform, are important duties, 
and whatever funds are necessary to enable that office to perform to a 
maximum efficiency would be justified, and you felt as you stated, that 
the action was too arbitrary in the finance committee? 

Mr. Merwin. Yes. I felt that there was a certain element of vin- 
dictiveness in what was done. You will note the verbatim report will 
show that the president of the legislature got down from the chair, 
turned it over to the vice president in order to get down on the floor 
and argue this matter, because he felt that he was taking a personal 
delight in cutting the salary from $12,500 to $11,000, and I do not feel, 
if the comptroller is sent down here under a contract with the Secre- 
tary of the Interior to serve a certain term at a certain salary, that 
after he arrives and spends a year, we should just arbitrarily cut 
$1,500 off his salary. We are having no respect for contracts or 
agreements between parties. 

Mr. Cuuporr. Senator, without getting into the merits of whether 
the comptroller should have had the money or should not have had the 
money, it is not unusual for the presiding officer of a legislative body 
to appoint a member pro tem as president to come down on the floor 
and make a speech, is it? 

Mr. Merwin. Not at all, sir. 

Mr. Cuuporr. He was acting within his rights? 

Mr. Merwin. He was acting within his rights. 

Mr. Cuuporr. You did not agree with what he said and therefore 
you presented your motion ? 

Mr. Merwin. It was not a question of not agreeing with what he 
said, sir. I just felt that the manner in which it was done was just 
something involving personalities and that it was an irresponsible way 
to treat the matter because so much of the welfare of our people is in- 
volved in the proper function of our government, and our government 
cannot function properly if the formulas for financial operations are 
thrown askew. ‘That was my main problem there as I saw it, sir. 

Mr. Jonas. I have another question along that line. Has anything 
occurred in your presence or to your knowledge which would indicate 
that there is any feeling on the part of any members of the legislature 


of animosity toward the comptroller or any of the executive heads, 
heads of the executive departments? 
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Mr. Merwin. Yes, sir; I do feel that there is allowed to enter into 
our decisions quite a bit of the personal element. There are some mem- 
bers of the legislature that apparently resent the fact that the comp- 
troller is here in the Vi irgin Islands at all, and do not want anybody 
meddling in the matters of the fiscal affairs of the government. 

Mr. Jonas. Was anything said in the course of the debate or on the 
floor or in the lobbies of the legislature indicating a desire or a dis- 
position to work reprisals on the comptroller through appropriations 
because of this resentment ? 

Mr. Merwin. I could not put my finger on anything specific, sir; 
but I do feel that the fact that the comptroller had made rulings 
that were probably against the sentiments of some of the legislators re- 
specting the freedom of the legislature to use funds as they saw fit 
might,have affected the action that they did take on the comptroller’s 
budget. 

I do feel that each function of our government should be weighed in 
respect to the effect thereof on the whole rather than weighed against 
some particular personal animosity, because that is the best way to 
bring the whole thing crumbling down on our heads. 

Mr. Jonas. That is all I have. 

Mr. Cuvporr. Senator, of course as I said yesterday, you were not 
here but in questioning Senator Ottley I said I disagreed with him, had 
I been a member of the legislature of the Virgin Islands I would 
have voted the Comptroller ‘the full amount that he asked for because 
| felt that you had quite a mess down here and you had to get it 
straightened out once and for all and the sooner you did it the better. 

Mr. Merwin. Yes, sir. 

Mr. Cuuporr. But nevertheless I just felt that every member of the 
legislature of any State or Federal Government under our form of 
government has only one responsibility and that is to his constituents, 


because theoretically you represent the people that sent you here, either 
at, large or by district. 

wor. Merwin. That is right, sir. 

“Mr. Cuuporr. You are their voice in the legislature, and you have 
the right to exercise for them one vote instead of a multiple of that 
amount of votes, and you certainly have a right to vote the way you 
think your constitutents would like you to vote and you are only re- 
sponsible to your constitutents. 

We all have differences of opinion. I don’t think a day goes by in 
the Congress of the United States where not only are each of us on 
one side or the other but we usually have 7, 8, 9, or 10 points of view on 

each piece of legislation, and we try to amend that legislation, and if 
We are defeated, we are defeated, and that is the w ay the Government 
works. That is our way of operating. We hope that next time or next 
year we will be able to correct the defects. 

Mr. Merwin. I recognize that, sir; and I know that any differences 
between the way the two groups vote in the legislature represents 
possibly the most honest approach of each group. 

Mr. Cuuporr. I guess there have been times, Senator, when you 
have been on Senator Ottley’s side? 

Mr. Merwrn. There have been times, sir. 


Mr. Cuuporr. There have been times when he has been on your 
side? 
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Mr. Merwin. Absolutely. It must be that way. But at the same 
time I do feel that in this particular instance, we should have de- 
liberated a bit more, because we have seen the sad result of what we 
started at that time. We have seen the departments of government 
practically inoperative through the lack of funds, and we have reaped 
already the sad results of that decision. 

Now it is very easy for me to come here and criticize the judg- 
ment of someone else, but I do feel that if you ask my opinion on it, 
I do feel today as I did at the time, that it is a very unwise thing to 
do, and you cannot go beyond criticizing one’s judgment. 

But I do feel that it does tend to show to your subcommittee, 
which is here on the subject of government operations, that where 
there might be before you a great deal of testimony tending to show 
that all the blame for everything has been in Washington or has 
been in Government House in St. Thomas, that I think a lot of the 
blame is shared by our legislators also. 

I think that one of the problems of the last 2 years has been the 
problem of getting our legislature, our executive and Washington, 
the Department of the Interior, working together as a team. I 
think that it will come, but I think a lot of our problems and our 
misery has resulted from the fact that we all have a lot of growing up 
to do and a lot of getting together to do. 

I do feel that we are moving toward that end. I think, however, 
that things like this are significant in your investigation because it 
would tend to take some of the onus off of the other two parties that 
are always catching the wrong end of the stick, sir. 

I think a lot of the onus for what is happening belongs right here 
as well as in Government House and in Interior. 

None of us are blameless, but I think it is something shared and I 
think it is something nurtured by the fact that we have had a new 
Act, a new law to work under that we all do not understand fully, 
and that we will gradually come to understand and work with it as 
the years go by. 

Mr. Cuouporr. I think you have given us a very forthright state- 
ment, Senator. Of course, new or old, these laws still are based on 
the Constitution of the United States and that is the law. 

Mr. Merwry. Right. 

Mr. Motionan. Senator, were there any efforts not to defeat your 
motion but to reach a compromise on the figures that might be some- 
where between the amount recommended by the finance committee 
and that stipulated in your motion ? 

Mr. Merwrn. No, sir; no such efforts were made because normally 
compromise at that stage of the game was not something that we fell 
back on. 

Mr. Morionan. Were there any efforts to return the bill to the 
finance committee for further consideration ? 

Mr. Merwtn. No, sir. As I remember there was very little time. 
T do not believe that the Governor had time in which to go over the 
bill and get it back. 

Mr. Motroman. Senator, another subject. 

Can you tell us the amount of the appropriations in the total appro- 
priation bill, as passed by the senate, and the total amount of the 
estimated revenues for the fiscal year that we are presently in? 
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Mr. Merwin. That is including everything, sir ? 

Mr. Motitowan. Yes. What was the total amount of the appropria- 
tion bill as passed by the senate? 

Mr. Merwin. We were not provided with a single appropriation 
bill. We had a great deal of difficulty finding out in advance just 
what we would be eventually appropriating. 

Mr. Mottonan. You mean that you would be requested to appro- 
priate? 

Mr. Merwin. No, sir. The Governor submitted a complete budget 
just as the President would submit a complete budget to the Congress, 
and I remarked to several persons that I thought it was a very nicely 
drawn-up thing, and that was, as I remember, somewhere in the 
vicinity of $5,100,000. 

That budget was submitted complete with an estimate of the pro- 
spective revenues which, according to the figures in the budget, would 
have exceeded the amount requested in the appropriations by a few 
thousand dollars. 

Mr. Mottonan. Do you remember what that estimate was? 

Mr. Merwin. I can’t remember exactly the figure, sir, but I believe 
the figure was somewhere between $60,000 and $80,000. 

Mr. Morronan. Just $5,150,000 possibly ? 

Mr. Merwrtn. Something in that neighborhood, sir. I might be off 
by a few thousand. The budget as passed as I recollect, the sum total 
of the budgets, I believe, came to somewhere around $5,500,000. 

Mr. Motion an. $5,500,000 ? 

Mr. Merwin. Between $5,500,000 and $5,600,000. 

Mr. Mottonan. Thank you very much, sir; that is all. 

Mr. Merwin. The problem was not being a member of the finance 
committee; I was expected to just see a budget come to me and vote 
on it and not know what was following, and I don’t feel that that is 
a very businesslike way to go about passing budgets. I made a re- 
quest on several occasions to the chairman that we be provided with 
all the budgets, that we could study them and weigh the various depart- 
ments one against the other and see if there were going to be cuts, 
where we should make them. 

Mr. Cuuporr. Don’t you get a copy of the budget requests as a 
member of the Legislature of the Virgin Islands ? 

Mr. Merwin. We all had a copy of the budget requests sent down 
by the Governor’s office, but what came out of the finance committee 
as budgets for each department were in no way related to the budget 
request that we had from the Governor. 

Mr. Motionan. What you really mean, Senator, is that while the 
budget was a total budget as presented by the Governor, the finance 
committee reported out for action on the floor of the senate partial 
budgets, or rather budgets for each separate department and reported 
them separately ? 

Mr. Merwin. That is right; and it was impossible for any member 
on the floor to determine just what was going on, because you see, 
we have the general fund and the matching fund. 

The Governor requested that the department of health be placed 
under the general fund, which are funds collected locally which do 
not have to be certified, in order that the department of health would 
be assured of having the necessary funds with which to operate at 
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all times. When the budget came out of the finance committee, that 
whole department had been transferred under matching funds. 

Mr. Motxonan. In the final analysis what greater assurance is 
given in appropriating for total payment out of local funds rather 
than out of the matching funds?) What greater assurance is there in 
one method of appropriating than in the other ? 

Mr. Merwin. Well, we know that from our local revenue we wil! 
collect so much money and that that money comes in regularly and 
will be available for use in financing the functions of government. 

We do not know at any time, sir, just when the matching funds 
might be appropriated or might be certified and be available for the 
use of the local government. 

And as it is, the matching funds for this fiscal year 1956-57 were 
about 414 or 5 months late sin bain certified. 

We therefore had to hold up all of the special emergency projects 
under the “ii” funds in order to borrow $1.5 million in the “ii” funds 
to run our hospitals for about 4 months, because of the fact that the 
comptroller did not have enough personnel to certify the general funds 
so we could get the matching funds and make it available for running 
our health department. 

So a lot of the work has been held up and balled up by the fact that 
we did move the health department from the general fund to the 
matching funds. In the case of public works, for example, maybe 
part of the public works activities could be cut back for a while. 

We did not have the necessary matching funds. But you cannot 
turn the patients out of the hospitals and send them home just be- 
cause you do not have funds. You have got to operate them. 

Mr. Cuuporr. Senator, as a matter of procedure in the Virgin Is- 
lands Legislature, when a bill is referred to a committee and that.com- 
mittee reports the bill out, either as committed or as amended, do they 
send to the floor of the senate a committee report with the bill so that 
the members of the senate who are not members of that particular com- 
mittee can understand what happened in committee, can be advised 
as to why certain things were cut out of the bill or why things were 
put into a bill ? 

Mr. Merwin. That was done, sir, in a very few instances. It was 
done in several instances by the committee of which I happened to 
be a member, but I do not know of the finance committee having ren- 
dered any such reports which could be evaluated by the members of 
the Board. 

Mr. Cuuporr. Certainly that would help you be a better legislator 
if you could get that ? 

Mr. Merwin. It would help, sir, but very often these budgets are 
just thrown at us just a few minutes before the legislature adjourns. 

Mr. Cuuporr. Maybe you ought to have a rule to provide that you 
should take up your tax and budget legislation within two weeks or 
three weeks from the time that you convene so that you can give them 
adequate time and adequate study. I know when these things come 
out at the last minute even in Washington we just ram a lot of things 
through the House and the Senate that perhaps I would be against if I 
had a better chance to study them. 

Mr. Merwin. Well, sir, rules are no better than the people that 
apply them and any rule can be waived by the House at any time. 
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Mr. Cuuporr. I understand that. By unanimous consent you can 
do almost anything. 

Mr. Merwin. Yes, sir. 

Mr. Cuuporr. You can decide that the sun is not shining when it is. 

Mr. Jonas. It only takes two-thirds to waive the rules though, under 
yourrules. Is that right? 

Mr. Merwin. That is right, sir, but it takes two-thirds to make the 
rules, too. 

Mr. Cuvuporr. Mr. Knox, do vou have any questions? 

Mr. Knox. Yes. Senator Merwin, you testified a few minutes ago 
relative to the Governor’s recommendation that the Department of 
Health appropriation be from local funds instead of the matching 
funds which the legislature finally determined that it was going to be. 

Testimony yesterday indicated that it was necessary for the Gov- 
ernor to reduce the allocation of funds appropriated to the hospitals, 
which caused a great deficit, and you were unable to buy certain 
medical supplies which had been authorized by the Governor in the 
amount of $20,000. 

In your opinion was —¥ because of the action of the legislature? 

Mr. Merwin. No, sir; I do not believe it was, sir, because according 
to the information that I have, the Department of Interior has assisted 
us considerably in financing the operation of the health department by 
loaning the necessary funds from the “ii” funds in order to 
have them available until the comptroller could certify the other funds 
for use of the local government. 

Mr. Knox. What advantage would there have been, that is to the 
health department, if the legislature had appropriated from local 
funds instead of the mate hing funds? 

Mr. Merwin. I believe your question is, sir, that since the legislature 
budget was cut down by the Governor, being out of m: itching funds, 
would it also have been cut down by the Governor if it had been out of 
local funds and would they still have the same shortage ? 

Mr. Knox. That is right. 

Mr. Merwin. My answer is, sir, that it would not have affected 
that particular question in any way. Before the budgets for the cur- 
rent fiscal year were submitted to the legislature by the Governor, the 
requests of each commissioner were t: aken by the Governor and added 
up, and he found that they had requested more money than would 
possible be available from the combination of local funds and matching 
funds. 

The commissioners were all directed by the Governor to get together 
on a panel and to decide among themselves where the necessary cuts 
could be made and to come up with a total budget within the fore- 
seeable income of the government. That was done, and then after 
those budgets were submitted, each commissioner came down to the 
legislature to try to get a little more, which is perfectly normal. 

But I do feel that one of the problems is that the legislature should 
have required that the budget. as a whole remain within the prospective 
income and not go beyond it by three or four hundred thousand dollars. 

I don’t think that the health department problem is one of money. 
I think the health department problem is one of proper use of money. 
I think there is a lot of room there for a reevaluation of the whole 
setup to effect greater efficiency and to spend a little more of the budget 
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of the health department for food and medicine and a little less for 
personnel that they might be, after study, shown to be able to do 
without. 

Mr. Knox. Are you of the opinion that the health department is 
overstafted ¢ 

Mr. Merwin. I am not a medical expert, sir, and therefore I would 
not want to put before you an opinion that I felt should be given 
much weight. But my observation as a citizen and as an interested 
public servant would lead me to indicate that there are too many 
people in the health department. I think it is overloaded. 

Mr. Knox. You are of the opinion that if the administration would 
give more attention to the food and medical supplies, that they could 
very well do with less personnel ? 

Mr. Merwin. I do, sir. 

Mr. Knox. As far as operations are concerned ? 

Mr. Merwin. I do, sir, because I believe that the present staff of 
the health department is in excess of 400 people, and I know that it was 
a great deal less 2 or 3 years ago, and I do not know that there has 
been any appreciable improvement in the service rendered, and I think 
if 300 people can keep the Virgin Islands population alive and taken 
care of, that if we have 400 people doing it, we should have a vastly 
improved system, and I know that in the island that I come from, we 
have less personnel in our hospitals than we had 2 years ago. 

In the town that I am in, we have one-half the number of per- 
sonnel that we had 2 years ago. There has been a terrific attrition, 
and I do not know where these extra people are working because they 
are certainly not working in the island that I come from. 

Mr. Jonas. Would you yield for one question ? 

Mr. Knox. I yield. 

Mr. Jonas. I notice in the bill, act 97, bill No. 267, which contains 
the appropriation by the legislature for the health department for 
fiscal year 1956 is over $1 million, $1,050,000 appropriated for salaries 
of employees and payment of overtime, whereas the total amount ap- 
propriated for supplies and all other expenses was only $245,000. 
That seems to me to be greatly out of balance. 

Mr. Merwin. It seemed to me to be greatly out of balance when I 
looked at it the first time, sir, and I feel that you have to have a 
balance between what you allow a department to work with in supplies 
and equipment and maintenance money, and the number of people 
working in it. You must have some kind of balance that is realistic. 
You can’t spend 95 percent of your moneys for salaries and give the 
people working nothing to work with, because the people who have 
typewriters won’t have any paper to type on. People who have to work 
in the operating rooms won’t have anything to operate with. 

You must have a balance, and I say at the time that the budget came 
up that I thought more money should be provided for medicines and 
supplies, and I still think that the whole thing needs revamping and 
restudy. 

I do feel that the attitude of our Government here seems to be one 
of paternalism towards certain people working in the Government, 
instead of paternalism to the people that the Government is supposed 
to serve. 
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Mr. Cuvuporr. Senator, isn’t it possible under the new rules to have 
the president of the senate appoint a special committee to make a 
study of the hospital situation and report back to the legislature? 

Mr. Merwin. The president of our senate? 

Mr. Cxuvuvorr. Somebody has to have the authority to appoint 
chairmen of committees. I don’t mean the particular president now, 
T don’t mean Senator Hodge. I mean anybody who might be president. 

Mr. Merwin. There is the power there, sir. 

Mr. Cuuporr. Don’t you think that someone should introduce a 
resolution to provide a select committee for the purpose of studying 
the health problem in the islands to determine first whether there is 
too much personnel and not enough supplies, and then report back 
to the next session of the legislature? 

Mr. Merwin. No point in passing a resolution to do something no- 
body wants to do, is there, sir? 

Mr. Cuuporr. If you got enough votes, certainly 

Mr. Merwrn. A resolution is a piece of paper, sir. The result is the 
will that goes into carrying it out and making it effective. 

Mr. Cuuporr. If your legislature passed a resolution of that type, 
do you mean to say it would never be acted upon, that the president 
of the senate would refuse to recognize the resolution and would never 
appoint the committee ? 

Mr. Merwin. The committee might refuse to recognize its responsi- 
bilities under the resolution. 

Mr. Cuuporr. You mean you could not get a quorum ? 

How many members of a committee would constitute a quorum 
under your rules? 

Mr. Merwin. The majority of the committee, sir. 

Mr. Cuuporr. In other words, if it was a committee of 5, you would 
have to have 3 and you don’t think 3 of the 5 would have enough 
sense of responsibility and public duty to make an investigation of 
that type for the purpose of trying to straighten out some of the 
problems in the department of health, because I understand you have 
many of them? 

Mr. Merwin. They might, sir. 

Mr. Cuuporr. It is worth a try though, don’t you think? 

Mr. Merwin. Yes, sir. 

Mr. Cuuporr. I would suggest that you think about it when you 
get into your next session. Maybe it would be well if you introduce 
that resolution. You seem dedicated to the problem and I think it 
would not hurt to give it a try. 

Mr. Merwin. Thank you. 

Mr. Knox. Senator, you questioned the advisability of the staffing, 
overall staffing, of the hospital, custodial workers and all other em- 
ployees. I note here that the hospital or the health department has 
14 chauffeurs? 

Mr. Merwin. I noted that too, sir. 

Mr. Knox. What would 14 chauffeurs be doing all the time if you 
justified the continuance of 14 chauffeurs on the payroll ? 

Mr. Merwin. Well, sir, we have 3 main hospitals in the 2 islands. 
We have 1 small clinic in Frederiksted, a hospital in Christiansted 
and 1 over here, and if you had people on shifts, 24-hour shifts 8 hours 
a day, you would need a minimum of 9. 
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Then you have to provide for vacations of the people so you would 
need 12 between those 3 clinics, a minimum of 12, sir. 

Mr. Kwox. Is it necessary to have chauffeurs on duty 24 hours of 
the day? 

Mr. Selig I don’t believe it is, sir. I think that chauffeurs could 
be paid a salary and could be put on call, but in St. Thomas, I think 
there is a sufficient justification for having it here, sir, because you 
have a larger problem. But I think in our small place i in Frederiksted 
you might g get by with less. 

Mr. Cuvporr. Isn’t it true that these chauffeurs are given other 
duties around the hospital when they do not actually drive? 

Mr. Merwin. I do not believe so. 

Mr. Cuuporr. I thought that the present commissioner of health 
and the former commissioner of health testified to that yesterday, 
but it seems to me that there should be some power of somebody to 
assign them something to do rather than letting them sit around all 
day waiting for somebody to call the ambulance. 

Mr. Merww. I believe that is their main duty, sitting around wait- 
ing for somebody to call, sir. 

Mr. Cuvporr. That is the thing that your committee, if you had 
one, should look into and report back as to how much time they are 
working and how much time they are sitting. 

Mr. Merwin. Right, sir, but you see, Mr. Chairman, you have to 
have an attitude of wanting to make a department serve the people 
more effectively for a minimum amount of money. That has to be 
a starting point, and you cannot effectuate any efliciency if you just 
look at government from the standpoint of being a place where every- 
body just has a job and gets a salary. 

The salary and the ‘benefits of your work with the government 
should be tied in with your service to the community, and it is inevi- 
table that you are not going to have very good efficiency if the chauf- 
feurs and everybody else don’t realize that responsibility. 

Mr. Cuvporr. I agree with you, but I think perhaps though you 
can get up in an open forum like this or make a speech about it, the 
best way to handle the problem, if you are ever going to get anything 
done about it, is to work out with some agency of the legislature that 
has authority to go in and make an investigation and then file a report 
that can be made public, so the public can understand if you lay « 
doctor off you are not doing it because you are angry at somebody but 
because you feel it is an unnecessary expenditure of funds or that 
money could be used for supplies or for some other benefits ¢ 

Mr. Merwin. I don’t wan’t to be critical of anyone, sir, but I think 
as long as we are in a public forum, I might as well state that I do 
not see anything that proscribes the executive making an investigation 
preliminary to the legislative investigation. 

Mr. Cuuporr. I don’t know what your Governor can do exactly. 

Mr. Merwin. The Governor has a right to go anywhere he wants 
to. 

Mr. Cuuporr. If he has to come to you for funds and it is your 
responsibility to provide those funds, | think it is your responsibility 
to investigate to determine whether those funds are necessary. 

Mr. Merwin. Yes, sir; it is. 
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Mr. Jonas. May I offer a suggestion? Don’t you think, Senator, 
that the people that ought to do this investigating are not members 
of the legislative body but some experts in the public health service or 
somebody that knows something about running a hospital ? 

Mr. Merwin. That might be an answer. However, I would like to 
state, sir, that some of the experts that we have had come down here 
to these Islands are experts in all sorts of things but they are not ex- 
perts when it comes to the Virgin Islands. 

We have our own peculiar problems, indigenous problems that 
would not be known anywhere else, and I think that the matter does 
need restudy, but I think that we have in our community lots of re- 
sponsible people who could work in conjunction with any committee 
appointed by the legislature to make an impartial evaluation of it. 

Mr. Jonas. Let me ask you this: how did the legislature determine, 
for example, in this appropriation bill, that the department of health 
would need 14 chaufieurs and 3 mechanics and a certain number of 
storekeepers and a certain number of clerks? 

They have a complete list of the entire personnel of the depart- 
ment of health with their salaries added or attached, all of which 
adds up to this over $1 million that I mentioned. Now isn’t that a 
lot of detailed information? How did the legislature go about find- 
ing out that they needed so many chauffeurs, for example, or so many 
clerks and so many typists ? 

Mr. Merwin. Some mysterious investigation, sir. I don’t know 
the details of it. I really don’t know how that was done, but I think 
it is a carryover from year to year. 

Traditionally under the old system, the municipal council of St. 
Thomas did have to provide job by job what would be in each depart- 
ment, and I presume that the persons that worked on that had the 
report from 1952, 1953, and 1954, and that this can be just added to 
as the years go by. I don’t think there has been much subtraction 
but just perpetual addition. 

Mr. Jonas. I yield back. 

Mr. Knox. Do you have some questions on the hospital? Go 
ahead. 

Mr. Laniean. I have a couple of questions. First, on the hospital, 
Dr. Anduze testified yesterday, I believe, that when a budget was cut 
he was ordered to economize but not to discharge anybody or close 
any facilities. 

The information submitted in the 1955 report of the Governor in- 
cicates that the daily cost per patient at the Frederiksted Clinic was 
$21 and the cost per patient at the Christiansted hospital was $10. 
Dr. Anduze stated that he had suggested closing down the Fred- 
eriksted Clinic and using the Christiansted Hospital, since the whole 
island was about 17 miles long but he was not able to effect that 
economy. . 

[ was just wondering what your opinion would be on such a meas- 
ure, since it is obvious at the moment that the Frederiksted Hospital 
is apparently the most expensive unit to run? 

Mr. Merwin. The Frederiksted Clinic, sir, is something that re- 
placed a large hospital that existed there for many, many years, and 
the clinic is entirely inadequate for the purposes of serving the com- 
munity. It does provide 12 beds, however, as against 70 beds that 
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existed in the town of Frederiksted before the old hospital was aban- 
doned and this was put in its place. 

Now, it is very true that in the operation of government you some- 
times will have a more expensive unit in one part of your State or your 
territory, but you have the clinic serving a population of practically 
one-half of the island of St. Croix, 4,000 to 5,000 people, and, despite 
the fact that it might be more expensive, the cost per patient might 
be higher, it is still a very necessary service. 

Sometimes you have to spend a few more dollars for the sake of 
humanity. Ifeach person in the town of Frederiksted had an automo- 
bile or had an income of better than $200 a month, it would be a very 
simple matter to have them jump in a car or hire a taxi and go to 
Christiansted. 

But the town is comprised of a great number of very old people who 
are just living off of relief and different things of that sort, and there 
are also a lot of very small children who are in the care of their 
grandmothers. 

The mothers and fathers in many cases are in New York and other 
places working for a living and sending home money to support the 
children and the grandmothers. And to require those people to go 
to the other town to be hospitalized or to get a dressing on a hand or 
something of that sort would be, to my mind, such an act of inhumanity 
to these people that it would far outweigh the fact that the cost per 
patient is a little higher in that hospital. 

Now, another thing, sir. Statistics are a very peculiar thing. Sta- 
tistics can tell you anything you want to know if you just use them 
in the right way. 

A statistic that shows $21 as against $10 may have taken into account 
certain factors and have left out of account a myriad of other factors 
that might affect that statistical outcome. 

Mr. Prncus. How many chauffeurs do you have at Frederiksted ? 

Mr. Merwin. I believe there are three. 

Mr. Prxcus. Don’t they carry the people to the hospital, if they 
have to be hospitalized in the beds ? 

Mr. Merwin. They do. 

Mr. Pincus. Why could not they carry them over to Christiansted ? 
I am not speaking of getting a dressing on your hand. Iam speaking 
of using it as a hospital. You do not have to have 12 beds just to have 
an outpatient clinic to put dressings on people’s hands. 

Mr. Merwin. No; but very often you have people who are in a hos- 
pital; they have the women giving birth to children, and so forth, in 
the community in which they live. If they have to travel 15 miles to 
go to a hospital, it changes the picture. 

Mr. Lantaan. I am sure that many people in Washington, D. C., 
take just as much time to get to a hospital as you would have to take 
to go 17 miles to Christiansted ; but couldn’t, as Mr. Pincus suggested, 
a clinic or dispensary with, say, a doctor be maintained at Frederiksted 
somewhat similar but on a larger seale than the one in St. John, and 
have just one central hospital that actually has hospital facilities? 
Wouldn’t you have a better hospital and less expensive medical bills? 

Mr. Merwin. I do not feel that that would solve the problem at 
this stage. 
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Mr. Cuuporr. Senator, do you represent the district of St. Croix? 

Mr. Merwin. I represent the Virgin Islands. 

Mr. Cuuporr. You are a senator at large, but you live in St. Croix ? 

Mr. Merwin. Ido. But if you have to live among people and you 
know their problems, and you know the type of life they lead, you can 
sometimes be aware of factors that would make just sudden changes 
very undesirable regardless of what the cause is. 

Mr. Laniean. That is the type of argument you get every time you 
try to— 

Mr. Pincus. Economize somewhere else. 

Mr. Cuuporr. The Members of Congress are no different than you 
are. Everybody says, “Give me my project and if you want to save 
some money take the project away from some other district.” 

Mr. Merwin. I don’t think I am being that arbitary, sir. 

Mr. Cuuporr. You are being normal. 

Mr. Merwin. I don’t think I am being entirely normal either. I 
think I am being very objective but I do not think the members of 
your committee, with all due respect, have had a chance to sit down in 
the town and look at the type of people who go to the clinic and know 
exactly what we are up against. 

Mr. Moutitonman. If we are going to gear our health programs to a 
dollars and cents proposition, then everything is relative, and if we 
have a cost per patient of $22 and that is the cost, $21.89, to serve the 
patients in Frederiksted, and those patients get comparable service 
given to other patients in Christiansted at $10, then naturally every- 
thing is relative and we have to look at this objectively. 

If you want to make a $100,000 reduction in your health budget you 
are going to have to do it where it will save the most money at the 
least possible damage to those to whom you are rendering service. 

Mr. Merwin. I would like to see just how those statistics are arrived 
at. 

Mr. Motionan. They are all gathered together on the hospitals 
and the same factors are taken into consideration for each hospital. 

Mr. Merwin. I believe I could find statistics to prove that the cost 
per patient in the Frederiksted Clinic is less than that in the Christian- 
sted Clinic. 

Mr. Motionan. I think possibly you could but in doing it, you 
would have to delete certain factors that are in both analyses at the 
present time. 

Mr. Merwin. Yes, sir; and in doing that I would have to assure 
myself that I had taken into account all of the factors and all of the 
statistics that are involved. 

I would have to be sure that there was not some breakdown in the 
system where perhaps in Christiansted they are tabulating each patient 
very carefully and in Frederiksted they are picking a figure out of 
the air at the end of each 3-month period. 

Mr. Motionan. Then what you are saying, senator, I gather, or 
suggesting at least, not necessarily saying, is that we have used one 
set of figures to determine cost of one hospital and another set for 
another hospital. Is that what you are saying? 

Mr. Merwin. I am not saying that, sir. I am saying only that it 
is quite possible that 1 set of figures have been used in 1 case and that 
another set of figures have been used in the other, and that the people 
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who are keeping the figures in 1 place may be doing it on a different 
basis from the people doing it in another place. 

Mr. Motxonan. These figures were given to us by the budget officer 
or the finance officer of the public health department. 

Mr. Merwin. That would not make them a bit more authentic 
than if they had come from the man in the moon, sir. 

Mr. Mottonan. You mean you have no confidence in the health 
department’s administration ? 

r. Merwin. | did not state that I have no confidence in the health 
department’s administration, but I do say, sir, that as between dif- 
ferent areas of the Virgin Islands we find laws, regulations and re- 
quirements carried out in such a way that the left hand does not know 
what the right hand is doing, and you might have an officer in one part 
of the Virgin Islands keeping statistics on his own concept of how 
they should be kept, and somewhere else on another part, another 
concept, and they would mean nothing. 

Mr. Mo.ionan. But your budgets flow from a central source! 
Certainly I should imagine that the record system is prescribed by 
the central source. 

Mr. Merwin. But that does not make it any more reliable. 

Mr. Motzionan. You are in quite a quandary then, aren’t you, sir, 
all the members of the senate, if you lee no confidence in the ad- 
ministration or the executive branch of the government when they 
come in and give you figures upon which you must base judgments 
and decisions with reference to appropriations. You are in a difficult 
position. 

Mr. Merwin. That is right, sir. 

Mr. Lanican. I have one other question. I want to ask you about 
this problem of the senate investigating the health department. Has 
the senate had any difficulties with the executive department in getting 
employees of the executive department to testify before committees 
that the senate has set up ? 

Mr. Merwin. Not that I know of, sir. 

Mr. Laniean. Has the Governor issued an order restricting testi- 
mony before the senate committees by employees of the Virgin Islands 
government ? 

Mr. Merwin. There is an Executive Order No. 14 that has some- 
thing to do with the production of evidence by the committees. I do 
not “<1 the details of it. [Executive Order No. 14 appears infra at 
p. 306. 

Mr. Lanican. We could ask the Governor to furnish us with a copy 
of that. Thank you. 

Mr. Cuuporr. Mr. Minshall, do you have any questions? 

Mr. Minsuatu. I have no questions, Mr. Chairman. 

Mr. Cuuporr. Mr. Knox, do you have any further questions? 

Mr. Kwox. Yes,I do. Senator, what has been the policy of the local 
government of the Virgin Islands relative to construction of buildings 
and highways and other public works? Has it been their policy to 
let a contract or has it been the policy for the government of the Virgin 
Islands just to take over themselves and hire the personnel and put 
them on the job and complete the project in that manner ? 

Mr. Merwin. I believe that a great deal of work has been done by 
this force account method, where the personnel of the department are 
used to supervise additional personnel taken on to do a certain project, 
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and that a minimum of contracting—subcontracting of the project 
has been done. I do feel that that is a mistake because it is a very 
expensive way to do work. 

Mr. Knox. Are you familiar with a project down here on the 
waterfront, the construction of a building that was estimated to cost 
$77,000 

Mr. Merwin. Yes, sir. I believe it is a structure that is intended 
to house the legislature at some future date. 

Mr. Knox. And what has that project cost up to date? 

Mr. Merwin. I have not any figures, sir, but I believe just on in- 
formation that has reached me, it has gone way over the estimate. I 
don’t know what the figure is. 

Mr. Knox. Would it be a quarter of a million dollars? 

Mr. Merwin. I would not be able to say, sir. 

Mr. Knox. I have heard the rumor that the building now has 
cost the Virgin Islands government a quarter of a million dollars. 

Mr. Merwin. I have no information, sir, which would assist me. 

Mr. Crruporr. Can I interrupt at that point? We are going to 
have the commissioner of public works here and I think he would 
be in a position to answer that question. 

Mr. Merwin. IL have no information, sir. 

Mr. Cuuporr. I think he would have the figures. 

Mr. Kwox. May I inquire then, Senator, if the legislature had 
approved the construction of the building at a fixed cost of $77,000? 

Mr. Merwin. Yes, sir. 

Mr. Knox. And has there been any authorization by the legisla- 
ture for them to exceed the cost of $77,000 ? 

Mr. Merwrn. I know of none, sir. 

Mr. Knox. You know of none. As Senator at Large, had you been 
informed or were you aware of the numerous invoices that were sent 
in for payment by the government that were put in drawers and 
never posted and amounted to somewhat over $100,000? 

Mr. Merwin. Yes, sir. 

Mr. Knox. Is that some of your reasons and justifications for of- 
fering the motion to increase the comptroller’s budget to $138,000 
so he may have complete control over the auditing of the local govern- 
ment and also the matching funds of the Federal Government ? 

Mr. Merwin. That was partially my reasons, sir, because I know 
as a fact that merchants in St. Croix who sold food to the health de- 
partinent had thousands of dollars unpaid for months, and that it was 
only after those merchants made an appeal to the comptroller that they 
got their money. 

And the weet found that a lot of these bills had been put 
aside and were being held back for some conditions to happen. I do 
feel, if that is the situation, that we have to have some means of 
assuring that there is an orderly function of our government, that 
the government collects what it should and pays what it is obliged 
to pay. 

Mr. Motitouan. Mr. Chairman, at that point, if Mr. Knox will 


yield for a moment, I just want to make a statement that is pertinent 
to that, Mr. Knox. 
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Mr. Chairman, in private converstaion with Mr. Krabach, the 
comptroller, on yesterday afternoon, he informed me that at the 
end of the immediate past fiscal year, expenditures had been author- 
ized and made by the Virgin Islands government in an amount of 
$245,000 in excess of revenues, and they are going into this fiscal year 
with a $245,000 cash deficit. 

I say that in relation to the hundred thousand dollars in bills 
that were pigeonholed by the executive branch of the government. 

Mr. Merwin. It was recognized that if the government had bought 
these things on purchase orders that were properly authenticated, 
they constituted an obligation of the government and they had to be 
paid and given priority. But apparently parts of our local govern- 
ment did not feel that responsibility. They felt that other things had 
to be taken care of first. 

Mr. Knox. At the time of the consideration of your motion or that 
you made the motion to increase the budget for the comptroller, were 
vou aware of the fact that 3 of the 9 agencies of government had never 
been audited ? 

Mr. Merwin. No, sir. That fact was not known to me at the time. 

Mr. Kwox. Are you aware of the fact that three agencies of the 
government have not been audited at this time? 

Mr. Merwin. I am, sir, and I know the reason to be that the comp- 
troller’s office does not have sufficient personnel with which to effectu- 
ate those audits, and I feel that the audits of those departments would 
be very helpful. 

Mr. Knox. You feel that in order to have your government operate 
in the best manner and most efficiently would be to have the comp- 
troller make complete audits of all of the departments of the govern- 
ment on the Virgin Islands, and in the best interests of the people of 
the Virgin Islands? 

Mr. Merwrn. I do, sir; because I feel that the comptroller’s audits 
are impartial. They are by an outsider who can view things objec- 
tively and can come up with recommendations that would be very 
helpful to the legislature in making our government operations more 
efficient. 

Mr. Knox. The 1956 GAO report from Washington recommends 
that matching funds be withheld in sufficient amounts in order to 
appropriate the necessary funds for the operation of the comptroller’s 
office. What would be your opinion on the withholding of the funds? 

Mr. Merwrn. I would rather not see it, sir, because I do feel that it 
would be a little slap in the face to us locally. I feel that it would 
be better to make all the funds available to us and give the legisla- 
ture an opportunity to provide the necessary funds for the comp- 
troller. 

Mr. Knox. If I recall correctly, in the testimony of Senator Ottley 
yesterday, he felt that they should be withheld ? 

Mr. Merwin. Well, if you feel that they should be withheld, I 
think it represents a recognition of our inability to do what is right, 
and I would not want to admit that. I feel that our local people have 
the ability to do what is right. 

Mr. Cuuporr. I can’t see how that would be a reflection on you, 
Senator. It is money and what is the difference who pays it, whether 
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you pay them or you get credit against matching funds? It does not 
make any difference, does it ? 

Mr. Merwrn. It does not make any difference in the long run, sir, 
but if we have a basic constitution that puts in the local legislature 
the responsibility and the power and authority to do something, I 
think we ought to try to do it right, and we should not just throw it 
to the winds and say, “let the Federal Government do it because we 
can’t do it.” I think we should assume our responsibility and then 
when you come down here we can look you in the face and say, “we 
can do things that you can do, too.” 

Mr. Cuuporr. | appreciate your viewpoint and I think as long as 
you have a comptroller, you ought to give him the necessary person- 
nel in order for him to operate his office efficiently. My only criticism 
of the organic act as far as the comptroller is concerned, the Secretary 
of the Interior creates a man to audit a division of the Office of Terri- 
tories, and I think it is against good accounting principles and good, 
orderly principles for the Interior Department to be auditing itself. 

I would rather see an independent agency. My personal thought 
is that the General Accounting Office ought to make the audit rather 
than the comptroller of the Virgin Islands because actually although 
he is a very efficient man and I know he is competent and able and 
would not do anything wrong, it is just that it is not good accounting 
practice to have a department auditing itself no more than I should 
audit myself. 

Mr. Merwin. I am not sufficiently versed in government operations 
to weigh one against the other. I did happen however to hear the 
comptroller answer the question put to him as to whether his office 
was properily alined in the setup, and I felt that his argument for 
provisions being made for reaudit of his audits is a very good one. 
However, I think that you would know better the proper answer to 
that, sir. 

Mr. Knox. As I understood from your testimony, Senator, you 
feel that the comptroller’s office is a very essential office for the wel- 
fare of the Virgin Islands. 

Mr. Merwrn. I do, sir. I feel that for the foreseeable future that 
the comptroller can give us a lot of assistance in achieving orderly 
and effective government. There is a possibility that at some future 
time we might be able to set up a machinery here for accomplishing 
that ourselves, but at the present moment during the difficulties that 
are necessarily present in the transition to this new governmental 
setup under the 1954 Orangic Act, I think that it helps us a lot to 
have an outside agency working with us in keeping a control of our 
accounts and audit and getting a picture of just what is happening 
so that the transition can be effectuated more effectively and ef- 
ficiently. 

Mr. Knox. Thank you, Senator. 

Mr. Cuvuporr. Mr. Jonas. 

Mr. Jonas. No questions. Mr. Chairman, I would like to suggest 
or move if necessary that we put this appropriation bill and the 
Governor’s veto message in the record. I think it would be interest- 
ing. Maybe we should get another copy. 

Mr. Cuvuporr. Without objection, let it be put in the record. 

(This information follows :) 
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ACT NO. 97 
(Bill No. 267) 
THe First LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES 
Regular Session 1956 


To Fix the Expenses of the Department of Health for the Fiscal Year July 1, 1956, 
to June 30, 1957, and for Other Purposes 


STATEMENT OF MOTIVES 


It is the Legislative intent that the appropriation made in this Bill for the 
payment of salaries includes funds to establish the position of Principal Account- 
ing Clerk; to reclassify the positions of Procurement and Supply Officer, Store- 
keeper, and General Maintenance Engineer to higher pay ranges; to change the 
position of Administrative Assistant, St. Thomas, to Business Manager II, and 
Account Clerk III, St. Croix, to Administrative Assistant; and for the part-time 
physician in St. Croix to be made full-time, and for other changes in classifica- 
tion as may be recommended by the Head of the Department. 

It is also the legislative intent that the appropriation for payment of salaries 
includes funds for the following list of personnel : 


DIVISION OF ADMINISTRATION 


Re BIR RE i ae iy a i ht Ape eR $11, 000. 00 
een CO te. emnnrIneIONG? ce hs Sb ee 4, 200. 00 
Aiumeieravice Assistant, St; Croisisinnc nso sins cess 4, 000. 00 
ee NR fo a cece was ses chacs en as Science tsa lenin abaeeaeeceat eas 4, 000. 00 
ee Las ia a cae 3, 000. 00 
a reo agen omimsnd yes ening amas aenanseie 2, 580. 00 
ene Cee ae ene he NO cl wh bbb babidaeactued 4, 200. 00 
NEU LACIE GINO 5 on at cet ee a See es, ee 3, 000. 00 
NE ARIE SU STC isk. sencenhecsiee eccselnen pein dh shine msanibncion 3, 600. 00 
GNI RE. i on ci Seine binenenitenedinagcemneitinaie 6, 000. 0 
rr UIE TION > (1 eo ee 2, 400. 00 
RIN SI Pe ed ee i eh 2, 400. 00 
Aen ro OO i a a a ee 4, 200, 00 
NR TE ise lsd ieee acy acini iaeteetnisgendcudaanemas 2, 400. 00 
IY NE CUR SEINE ee 7, 500. 00 
PRR SUPIIN wk g  age ae e  e 2, 400. 00 
Drretber OF Teen ith AGRON. nnn cassis science ee GS 5, 600. 00 
SEY RIO UR Elias Lik las ha Rhett AB mins meckpacinginctin hcitaabaapa 2, 400. 00 
PN i UII TNE NO i hal 6, sits ecient eee cesmaanb eanie 5, 600. 00 
SI FOIE, RE OR 5 ancien iden tun saretlomnasarerts 4, 000. 00 
NINE ETI og a kt eee 5, 220. 00 
IIIS IRIN ok ie Sd eh eld i ial acca hii vies nae aples 5, 040. 00 
NEE MOTRIN a aac sete aces nenib ics mbes 4, 000. 00 
Dessmnonence mocnanic, Sat $2,400. os nt ices nndanca 7, 200. 00 
I FR teat ccc sos S Secccana hh ng is geecteoedekiicnenan jinn goon Dia mene 2, 100. 00 
mreepen SEE GUL ab a RO a EE She fo ees OE ee ees 21, 000. 00 
rr Reema Gat de eae ee rae ore eres 1, 800. 00 
NO Ie a ge re el pink pores 1, 200. 00 
NN NE Sa oe scr eamesbcte po ceateh nes aap arcadia init baleaail 1, 200. 00 
DIVISION OF MEDICAL CARE 
hier, seeeaeeon OL Biedical Care. none eewe enn 9, 000. 00 
aN Ca et Adis dna: sas tac ageag aacinigacim ere sadaghia casei magn mane 8, 500. 00 
Seer eS Ce LS eS ee 4, 000. 00 
BAGMIIN. CiOGROMIA GO? a6 iste sdk heh eeninshie 5, 600. 00 
PUIG rth a ei ak he od 8 SN ceed ig aici aig: Reel ence neagin wells eiigactetpiem aii 3, 120. 00 
SPURNED ae A Eo on Sk venation Banca ele 11, 200. 00 
SN PE ag ok i coo he ceases Swans eg nas das aglg mead ta 16, 000. 00 
Peer san. oO ee eee Se i ei Se 12, 000. 00 
PS 25 ae OE BOG oiik wiiwecercnnuncadbne eee epi 72, 000. 00 
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ACT NO. 97—Continued 
DIVISION OF MEDICAL CARE—Ccontinued 


Practical Nurses, 5 at $1,800. 
Nurse’s Aide, 16 at $1,200 


Practical Nurses, 4 at $1,800 
Nurse’s Aide 


Nurse’s Aide, 6 at $1,200 
Pharmacist, 2 at $4,000 
PRCORGRT TRECOPE CLOTH i cccntiienntaedddaladeaee 
Clerk-Typist I, 5 at $1,800 
Te UU R UND BN as si ts einciecisinn einin tence tc tcltiheicinlaonidaaiai chia htiasamatiin 
Physician II, 3 at $7,500 
Physician II, 6 at $7,500 
Physician I, 4 at $6,500 
Physician I 
IE isis cian. sie wicinkc nei eenllapnin gies cae eee apaila 
meee "ROCRMICIRG Sk. oink chee ean 
SOUP: IE icici ten cicisc ws seins eat taaainigaeanl 
Nurse, I, 2 at $3,000 
SINE UN iii ich ceccn eerie mann siemens tae Digan ean 
nr ne GMO. AB GAT SEE ICI nscale cng ateabssa helactine 
omeees Manager Tl. St... TWA. cn kiwdcneted nl gwkedinedeeus 
Business Manager II 
PUI TUN 9 a rancid cacao Gevalia glia eaten ama 
CRU 2s TE AG 0 sic ia ett eintehas cianinihinimasaaiiall 
Clerk-Typist II, 5 at $2,100 
Pe acs ens en cscs spent ch vse sa aeesh carat anerenniaineenaaanmpanion tama 
Kitchen Manager, 2 at $3,600 
Food Service Supervisor 
Cook II, 4 at $2,040 
Cook I, 10 at $1,500 
TOI RII «sisi nc sacs caesecisse kee tn antennae aa 
Food Service Workers, 16 at $1,200 
RROUMAIOIIOT,, GE GE Se BI as cncvnnncsictinninmicncesccesich asinine an ae 
PIRI NII, EE GEE ES OO cus i aciactivicess tational aioe 
Custodial Workers, 32 at $1,200 
Laundry Manager, 2 at $3,000 
Laundry Workers, 14 at $1,200 


oe ae a a eo 


DIVISION ON SPECIAL HEALTH SERVICES 


DIITOCCOR OF TADOFA COUN a icici creicrmanianewaneancmsmae ede 
BUPOreisoe OF Emr te ccc 5 oes ccsacicisadtidhcaniinieiiconioheincaicmds 
COC: Uo a Sn el nc ek a toca ate a a 
Laperniney Focmmietan: Tis oo a5 cha csccektaid emcee emake 
Laboratory Technician II, 4 at $3,000 
Laboratory Technician I, 4 at $1,800 
TROIS CRIN ee is ae 
CTMROTRT WOOPMOE 1, oe WE Wik tO incsceteesitud~coshainins oabtiosdinen aommaiinteeeea 
Direttidr of Public Hentth. Nareing... oo 
Supervisor of Public Health Nursing, 2 at $4,860 
Nurse Midwives, 2 at 9.000: icin jedi les el ek E 
Public Health Nurse II, 2 at $3,600 
Publie Health Nurse I, 12 at $3,000 
Nurse’s Aide, 2 at $1,200 
COTTE VMI aical cane ia bas canis eign ile dag ciel lina ie ae le oka 
Laborer II, 2 at $1,500 


oo 


11 


5, 040. 00 
5, 040. 00 
3, 600. 00 
4, 800. 00 

10, 500. 00 
1, 200. 


335: 
3333333232338 


~ oa 
Ss 








312 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


ACT NO. 97—Continued 
DIVISION OF SPECIAL HEALTH SERVICES—continued 
Custodial Worker, 2 at $1,200 


ee a ee CN ee a ee ee 2, 400. 00 
A in on eee 7, 000. 00 
I seal 8, 000. 00 
SCRE SUROOCEOT LE. Th OE cece csceeenie seeaeaiansiceecienencinsnnnesmesncicnas 15, 000. 00 
Sennen Demmertor: Th Oh OB nn snub erence 9, 600. 00 
ieernonoerammer 11. 2:et 62.300 ooo ti wt mamineinnntd eed 4, 200. 00 
nN 0 ciennainnesnee Re daRit Seca 4, 800. 00 
OE er dt eee see. 8, 000. 00 
I cecal elaine 39, 600. 00 
NT I i etuidieeninmenanndt da dleandkathe monet 6, 000. 00 
ee er oe beh etianontltnesiesieaciunssbsaieeanscvaneienc ile 16, 200. 00 
i hilnebtinciactdanditaleumnmeuiiinae 38, 600. 00 
naling tn ascinagaatongedioaasaametn class 8, 000. 00 
I a i a scislnbhbaentndnieniniemeniinigesiset deta Aeartiead baa 7, 200. 00 
I ae nidnitigkouaniiiastsdaasias didi ho 12, 000. 00 
SOU RUNNIN, <) 000 nc enna rt alte 10, 800. 00 
UN a  scicinmennieasaliooes thao Mian bcabenal 10, 800. 00 
I 0 a trast nielotincetscirelaianiuitiiited 7, 500. 00 
a peiaian hn susauliisnanintponiaiadiasa ating napintas 6, 500. 00 
SIE PaO PO is cnesicentsntntieb iliac Stes lieben ttl 3, 120. 00 
DE TE IIE, 20 OE a RO ccc aatank doe 6, 300. 00 
osc aiecieoonisnmeinatinn 2, 100. 00 
HANSEN’S HOME 
a it eect uameeee enna til 4, 000. 00 
a iecsteesiaielaninilomaae meas aes 3, 000. 00 
mrereerviae Wr orween, Ft Sy nn ininntmarticncamrnioninsrmrndiceonk: 3, 600. 00 
I od cenicininnligseioneimabiiniiae ae aoatatasl Macataaees 1, 200. 00 
enna <r es Fh aE en ica ccrsered he eta echssatealus cu 6, 000. 00 
NE i cidiaiin ect aticiictirentnaltididaccnacanuncendinheinmnidnmenndipiciielehca keratoses 1, 200. 00 
KING’S HILL HOME 
a he sleidc at Oba 3, 600. 00 
oa aici asset ule lmlcmiaeiiweioa la el oui 12, 000. 00 
Cook I, 3 INE Ss tchanscntsncet ann cesaninnbilcecncaannciehinnee tte Raat Mecca eee 4, 500. 00 
meeeutional: Atfendants. 15 at. $1 S00. nn rctemne oS 22, 500. 00 
nn  - S  SkD ccecennslhindtcirmtinianceancibnenimtstdimicmnis ee 3, 600. 00 
I Re 2 eeacsnnseaenetetnicamniinsient. ges SE 1, 500. 00 
INI I checkin ei ms a asta NSN TS sea 1, 200. 00 
SI VIII pe ake in iamaebtimmnnh eades eek eek Ie 1, 200. 00 
Pe TIN os itnieenincescanmcctenonintiitercimiata empiri tin eS SE =} 1, 200. 00 


Be it enacted by the Legislature of the Virgin Islands: 

Section 1. The following sums for salaries and expenses, or so much thereof 
as may be necessary, are hereby appropriated for the Department of Health 
out of any funds in the Internal Revenue Matching Fund of the Treasury of the 
Virgin Islands not otherwise appropriated for expenditure during the Fiscal 
Year beginning July 1, 1956, and ending June 30, 1957, for the purposes herein- 
after expressly named: 


DEPARTMENT OF HEALTH 
4a) Unclassified Employees: 


CO RUIO” O Ge ne ee et inewtnnn $11, 000. 00 
Secretary to the Commissioner_._..........-_-..._-.----- 4, 200. 00 
(b) For salaries of classified employees, and payment of ov ertime_ 1, 042, 173. 00 


(c) For supplies and other expenses including maintenance of 
King’s Hill Home and Hansen’s Home_-_-----------__~---- 245, 806. 00 


Thus passed by the Legislature of the Virgin Islands on May 17, 1956. 
Witness our Hands and the Seal of the Legislature of the Virgin Islands this 
17th Day of May A. D. 1956. 


WALTER I. M. Honeée, 
President. 
JosePH A. GOMEZ, 
Acting Legislative Secretary. 





Rey 


anc 
titl 
oR 

4 





ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 313 


GOVERNMENT HOUSE 


Charlotte Amalie, St. Thomas, Virgin Islands of the United States 


Bill No. 267, “To Fix the Expenses of the Department of Health for the Fiscal 
Year July 1, 1956 to June 30, 1957, and for other Purposes”, is hereby sanctioned 
and approved subject to the deletions specifically listed. 

By and under the powers and authority given me under Section 9 (d) of the 
Revised Organic Act, July 22, 1954, the following items and sections and/or 
portions of items or sections are hereby disapproved and vetoed : 

(a) All of that portion of Bill No. 267 including all of the detail, language, 
and figures, beginning with the “Statement of Motives” immediately after the 
title of the Bill, down through and including the item on Page 4 of the Bill, 
“Food Service Worker 1,200”. 

As sanctioned and approved, Bill No. 267 reads as follows: 


“BILt No. 267 
“THe First LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES 
“Regular session 1956 


“To Fix the Expenses of the Department of Health for the Fiscal Year July 1, 
1956 to June 30, 1957, and for Other Purposes 


“Be it enacted by the Legislature of the Virgin Islands: 

“Section 1. The following sums for salaries and expenses, or so much thereof 
as may be necessary, are hereby appropriated for the Department of Health out 
of any funds in the Internal Revenue Matching Fund of the Treasury of tr 
Virgin Islands not otherwise appropriated for expenditure during the Fisc 
Year beginning July 1, 1956, and ending June 30, 1957, for the purposes herein- 
after expressly named: 


DEPARTMENT OF HEALTH 


(a) Unclassified Employees: 
Countivigaiomel.c” To ic cenit ash apeeelaeetil $11, 000. 00 
Secretary of the Commissioner__......---.....----__-_. 4, 200. 00 
(b) For salaries of classified employees, and payment of overtime_ 1, 042, 173. 00 
(c) For supplies and other expenses including maintenance of 
King’s Hill Home and Hansen’s Home -------_-__--_--- 245, 806. 00 
“Thus passed by the Legislature of the Virgin Islands on May 17, 1956. 
Witness our Hands and the Seal of the Legislature of the Virgin Islands this 
17th day of May, A. D., 1956. 
“Warter I. M. Hope, 
“President. 
“JOosEPH A. GOMEz, 
“Acting Legislative Secretary.” 


Witness my hand and Seal of the Government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, Virgin Islands, this Ist day of 
June, A. D., 1956. 

[SEAL] Water A. GorDon, Governor. 

Mr. Cuuporr. I think this is the Secretary of the Senate’s copy 
and we should not take it away. If we cannot get another copy, I 
think they ought to copy it for us. They could photostat it and it 
would be just as well. 

Mr. Minswatu. Mr. Chairman, I would like to ask one quick ques- 
tion. 

Mr. Cuvuporr. Mr. Minshall, I am going to recognize you next. 

Mr. Laniean. I have no questions. 

Mr. MrnsHau. Just for the record, I think it would be in good 
order to have the Senator’s brief biographical background in the 
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record if we may; how long you have been in the Islands and where 
you obtained your law degree and so forth. 

Mr. Merwtn. I was born on the Island of St. Croix on September 
26, 1921. I studied in Frederiksted until I was 9 years old. I at- 
tended high school in the Island of Antigua in the British West Indies 
until I was 16. From there I went to Switzerland where I attended 
the University of Lausanne. I studied international law. 

After that I returned and spent 1 year in Puerto Rico at the Uni- 
versity where I studied economics. 1 then completed my undergrad- 
uate work at Yale University where I majored in economics and sta- 
tistical analysis. I served in World War II rising to the rank of 
captain in 1945, captain of artillery. 

I returned from the Army in 1946 and attended law school at the 
George Washington University Law School in Washington, D.C. I 

aduated from there in 1948, returned to the Virgin Islands after 

aving been admitted to practice law in the State of Connecticut, was 
admitted to practice law here. I opened my own practice in 1949, 
closed it in 1950, when I volunteered for service with the Army in the 
Korean war, served for 2 years in the Far East, returned in 1953, and 
set up a law practice in the Island of St. Croix, was elected to the 
Legislature of the Virgin Islands in 1954 and reelected in 1956. 

I am a member of the American Bar Association; the International 
Bar Association ; the American Society of International Law and vari- 
ous other organizations. 

Mr. Cuuporr. Off the record. 

(Off the record.) . 

Mr. Merwin. Mr. Chairman, I appreciate very much the oppor- 
tunity to come before you. I was summoned rather hurriedly yester- 
day afternoon and I made an effort to get here thismorning. I do not 
know that I have put much in the way of concrete information before 
your committee, but I do feel that as a public forum, you have been 
permitted to hear at least some different views on the subject of the 
government here. 

I have tried to be helpful where I could, sir, but I know there are a 
lot of areas in which 1 am not as experienced as persons who have 
served longer in the legislature than I have. 

Mr. Cuuporr. Senator, we are very grateful to you for making this 
special trip over. Iam sure that the committee is indeed indebted for 
the information that you gave us, your forthright answers to the 
questions asked of you, and I am sure that the information that you 
gave us will go a long way in contributing to our report when it 
eventually comes out. 

Mr. Merwin. I hope it will in some small way do so. 

Mr. Cuuporr. Governor Gordon, will you come up, please? I 
think that you ought to have the government secretary with you 
because there may be some information that he has that you do not 
have offhand. 
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FURTHER STATEMENT OF HON. WALTER A. GORDON, GOVERNOR 
OF THE VIRGIN ISLANDS; ACCOMPANIED BY CHARLES K. 
CLAUNCH, GOVERNMENT SECRETARY; DR. ERIC L. 0’NEAL, COM- 
MISSIONER OF HEALTH; AND THEODORE A. THOMAS, FISCAL 
OFFICER 


Governor Gorpon. I would like to have the health officer with me. 

Mr. Cuuporr. You are free to have anybody with you that you 
want. 

Governor Gorpon. Dr. O’Neal and Mr. Thomas. 

Mr. Cuuporr. Governor, we certainly appreciate your kindness in 
coming back to the subcommittee. We apologize for taking up your 
valuable time. You have a job to do and you just cannot sit here with 
us all the time and listen and testify, but yesterday 2 or 3 matters 
came up upon which we felt it would be necessary to have your 
comments. 

Two of them, if I recall correctly, we had a gentleman by the name 
of Percy de Jongh, who is commissioner of finance, and he advised us 
that when he took this position as commissioner of finance, he found 
the books and records in a rather unreliable state. 

I think that is about the best way to describe them. And he said 
that he would be very happy to take the position if he could turn over 
a new page and start at scratch. He would not take any responsibility 
for what happened in the past. He also told us that he made certain 
recommendations to you for either change or additional personnel in 
order to be able to properly and adequately run his department. That 
he had made these requests in writing in December 1955 and that he 
had had some conversations with you about it but had never received 
anything in writing from you concerning these recommendations, and 
that it was 1956 and nothing had happened. 

At that point Congressman Jonas said he thought we ought to have 
the Governor appear, and I agreed with him. There were also some 
questions concerning the department of health and some other ques- 
tions. We hope we can get through with you in an hour so that you 
can get back to your busy duties. We always hope to finish promptly, 
but we never do, but we will try to get to the point so that you can give 
us the information and go back to your duties as Governor of the 
Virgin Islands. 

I wonder if you would not comment on Mr. de Jongh’s testimony 
first. 

Governor Gorpon. When I came here in October of 1955 Mr. De 
Jongh was acting commissioner of finance. From all of the reports I 
could get, we were in a financial strain at that time. 

I do not recall him submitting a plan to me in December of 1955. 
He submitted a plan to me—he may have discussed it with me, but he 
submitted a formal plan to me, the first letter getting to my office 
dated September 18, 1956, and the last letter was dated November 28, 
1956, and I referred the correspondence or his requests for reorgani- 
zation to the personnel of the department and I received a report back 
from them on October 26, 1956. 

Mr. Cuuporr. Governor, can I interrupt you at that point? In 
order that you might be able to find the original of this letter, I have 
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in my possession a photostatic copy of a letter addressed to you dated | 
December 29, 1955, signed by Percy de Jongh, acting commissioner a 
of finance, wherein it appears that he made certain personnel requests da 
in accordance with six schedules. | sis 
I will show you this photostatic copy and ask you whether or not _ 
you have any record of receiving the original of this letter. ) 
Governor Gorpon. I don’t have any independent recollection of it. th 
He may have written a letter. If that is a copy, I would not say that ~ 
he did not write it, but I do know that we had people from Washington > 
coming down here to try to help set up an accounting system, a single th 
entry system, and they were working in the department of finance | = 
practically all the time. | Re 


But the latest change that he has asked me for is in concrete form, 


and I have been working on it, but you do not just reorganize a gov- of 
ernment at a whim. I remember discussing with him on one occasion 
when I came back from Washington, after discussing his system with i 


the budget people up there, the accounting people, and he did not agree aa 
with it. 
Mr. Cuuporr. Governor, I just want to make this comment at this 


oint. I am not criticizing you personally, but I never saw an admin- a 
istration of a government where things get lost so easily, bills and let- i : 
ters. I think that is personally a very, very important communication. “= 

Governor Gorvon. It was probably discussed. 

Mr. Cuuporr. If you look in your files, you will probably find the | = 
original. th 

Governor Gorpon. It was probably discussed, but I don’t make up to 


my mind quickly. You don’t rush me into making organic changes 
in the setup. = 

Mr. Cuuporr. Nobody is trying to rush you. 

Governor Gorpon. Now, if I haat made all the changes he wanted, 
of course, he wanted some personnel changes, and now he comes up 
with another change. That is before me right now. S 

Mr. Cuuporr. Is that to supplement or take the place of the re- = 


quests made in the previous letter ? re 
Governor Gorpon. This is a reorganization adding new divisions " 
which I would have to change organic order No. 9 to do. And these on 


are defects that the personnel division just hurriedly ran over the 
report and sent back to me after reference from my office, for comment. 
Mr. Cuuporr. So in other words what you are telling the subcom- pe 


mittee is that these requests that the commissioner of finance made wi 
are being looked into, being studied to determine the propriety of m 
them, and that you hope that, for the good and welfare of the gov- h 
ernment, if they are good you will be very happy to issue an execu- : 
tive order ? rs 

Governor Gorpon. I have no monopoly on good judgment and I i 
will be willing to do anything that will help out in the operation of | ™ 
our finance office because I am far from being satisfied with it. | , 

Mr. Cuuporr. It just appeared to me that a year would be quite a | hie 
sufficient time to work out some kind of a reorganization, that is to | = 


make a decision whether you were going to have one or you were not 
going to have one. Of course if you do not recall this letter and you 
o not have anything until this last letter which you say was A pril-—— 
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Governor Gorpon. No, this was in September, the first letter. It is 
a file that thick. I did not bring the entire file. I just brought the 
date of. the first. letter and the statements of the personnel. Now I 
came here in October so I was not in any position in December to 
make an evaluation of an office anyway. 

I would not have tried it. And I might add also that at that time 
that Mr. de Jongh was acting commissioner and I had not made up 
my mind on him as to whether I wanted him as commissioner of 
finance, and I certainly was not going to reorganize the office and 
then get another commissioner in here and then he would want. to 
reorganize it, assuming that that letter came in. I had all of those 
problems confronting me. 

Mr. Cuvporr. I think maybe he wanted to advise you what some 
of the problems were in the finance department. 

Governor Gorpon. Then I might add also, Mr. Chudoff, that I get 
numerous letters from heads of departments, many of them pertain- 
ing to decisions that they ought to make themselves. They want me 
to make the decisions. 

In fact, I told them at the first council meeting that we had that 
I was not going to operate their departments. That was their respon- 
sibility and that was what they were getting paid for. And I still 
hold that to be the situation. 

But some department heads are prolific letter writers, They not 
only write me but they will come in and discuss it with me, and things 
that they should not even bring to my attention. 

I worked in government for 12 years under a governor and I don’t 
recall ever writing him a single letter telling him about my problems 
and what I had to do and how difficult it was to do this, Sure it is 
difficult. 

Mr. Cuuporr. I know exactly what your problems are, Governor. 
When I was first elected to the Congress and I set up a staff in my 
home city of Philadelphia, I had two girls and a man there that told 
everybody that came in the Congressman would be back Friday after- 
noon, and I found on Friday afternoon I had 300 people who wanted 
to see me and I just could not see them. 

So I told the staff that if I wanted that kind of operation, all I had 
to do was get a sign made for 50 cents and put it on the door and that 
would take care of it. We soon got rid of those people and got some 
people that could do some things on their own, so I know exactly 
what your problem is. Have you done anything at all about trying 
to reorganize the finance department? 

Governor Gorvon. No. This letter came in October 26 and I have 
had two appointments set up with Mr. de Jongh to discuss the re- 
organization of his department. Then November came and I cer- 
tainly have been tied up since November. We just have not had a 
chance to get together. 

Mr. Pincus. Can I ask to clarify this point of the department head 
writing letters and not taking action, do these letters contain recom- 
mendations concerning matters which they have no authority to act 
upon ¢ 

"Gaal Gorvon. No. This one might be, but some of them do not. 

Mr. Prvcus. There are certain matters on which they have authority 
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and there are other matters on which they do not have authority. Is 
that not a fact? de 
Governor Gorpon. Then that is different. 
Mr. Prncus. You do act on those matters on which they have no ul 
authority ? 
Governor Gorpon. Yes; but I do not know of very many cases where 
they write me letters where they don’t have authority. 
Mr. Prvcus. Then you are referring to the fact that they are writ- he 
ing you concerning matters on which they do have authority? in 
Governor Gorpon. Well, I have one here from Dr. Anduze. Let’s 
bring it down to brass tacks, telling me about the shortage of mid- 
wives. What am I supposed to do, go out and hunt midwives? He | 
has authority to hire mua vived, | 
Mr. Pincus. If they have the money and the authority, then do 
you communicate back to them ordinarily that they should proceed 
| 


to solve that problem ? be 

Governor Gorpon. Most of them come in after they write letters 
and talk it over. I know Dr. Anduze would come in my office at least 
two or three times a week and we would discuss letters that he had al 
written. th 

Mr. Prncvus. I think it is important that the record show that they re 
write on different types of matters and what happens, and I assume of 
that there are certain matters on which they have no authority, others | 
they do have authority. m 

Mr. Cuuporr. Mr. Pincus, I think the record shows that. The | at 
Governor has told us that. It is in the record. I don’t think we | ch 
have to put anything extra in. Are there any other questions that fr 
any member of the committee wants to ask? th 

Mr. Motionan. Just one. Governor, do I understand that you 
did not recall the letters being received in your office to which Mr. ar 
de Jongh refers? els 

Governor Gorpon. I don’t have any independent recollection. 

Mr. Moitouan. Then so far as you are concerned, the only request ou 
or recommendation for a reorganization in the finance department is ra 
the one to which you are referring and you received that on October 26? 

Governor Gorpon. Other than a lot of discussions from time to time me 
about personnel. 

Mr. Motionan. The only formal request that you had before you | di 
to which you are giving any consideration for reorganization in the to 
finance department is the recommendation of October 26? 

Governor Gorpon. It began on September 18. That was the first | bo 
letter. 

Mr. Motxonan. September 18, and that referred to the same reor- | "7 
ganization recommendations ? 

Governor Gorpon. No; it is an entirely different reorganization. 

Mr. Motionan. Then you have 2 communications before you, 1 of 
September 18—— A 

overnor Gorpon. This is a change in his whole office. Just glanc- w) 
ing at that letter, that seems to pertain more to hiring of additional 
personnel to do additional jobs. | 

Mr. Mottonan. But you have no recollection of it? pr 

Governor Gorpon. I don’t have any independent recollection. | ne 

Mr. Motiroman. Of anything except the letters received in Septem- re 


ber and October? 


———— 
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Governor Gorpon. I have those because I keep them right on my 
desk. 

Mr. Motionan. Those are the ones that are before you now and 
under consideration ? 

Governor Gorvon. These are the ones before me now. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Governor, yesterday in testimony given by Dr. Anduze 
he indicated that the budget for the operation of the hospitals was 
insufficient and that the legislature had appropriated $1,457,000. 

Governor Gorpon. $1,347,000? 

Mr. Tomas. That is the year before, Governor. 

Mr. Kwox. $1,245,000. 

Dr. O’Near. $1,303,000. 

Mr. Knox. But after the bill had been approved by you, then the 
allocation of funds was made and the allocation resulted in $1,245,000 
being allocated. Is that right? 

Mr. Crauncu. That is right. 

Mr. Knox. And that because of the allocation the hospital was un- 
able to operate. Would you care to comment on your obligations to 
the Virgin Islands government and to the United States Government 
relative to the allocation, reduced allocation of funds for the operation 
of the public health department ? 

Governor Gorvon. I say without any equivocation, Mr. Congress- 
man, that the hospital or the health department has received more 
attention than any other department of the government, even to the 
chagrin of some of the other departments, because I received kicks 
from them that I have taken money away from them and given it to 
the hospital. 

Well, all of us know that hospitals have an emotional appeal. We 
are all interested in sick people, and I am no different from anybody 
else on that score. 

At the same time I have to be realistic and stay within the range of 
our budget and projected income. Our budget must be within the 
range of our projected income. 

_ Kwox. You refer to your fiscal responsibilities to the Govern- 
ment ¢ 

Governor Gorpon. Right. This year we were confronted with some 
difficulties and I heard Senator Merwin say they did not add up the 
total here for fear of what the Governor would do. 

I don’t approach my responsibility as Governor to try to trick any- 
body or do something that is going to cause confusion. I just try to 
do the job as I see it and with a clear conscience. 

You will note in the health bill that you offered into your record —— 

Mr. Knox. Just a moment, Mr. Governor. 

Mr. Cuvuporr. Mr. Lanigan has the health bill. 

Governor Gorvon. After the enacting clause there were four items. 
All of the money appropriated, $1,303,000, other than the last one, 
which is C, $245,806, is for salaries. 

Then let’s go back to the first page, Mr. Knox. 

You will notice in the first paragraph where the legislature ex- 
presses its intent that they established a new position there that we do 
not even have in our category of positions, accounting clerk. They 
reclassified other positions and they raised salaries. 
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Their budget is only $800 off from mine on the $245,000. Now how 
much of the difference between the $1,245,000 and the $303,000 is tied it > 
up in adding positions and adding salaries, I can’t tell you. I do not the 
know these individuals who are named here, but I assume they were u 
establishing positions for specific persons, and that is the kind of 10 
thing I am confronted with. | kn 
With that preliminary statement, I will let Mr. Claunch, who is head an 
of the insular division where the budget division is located, comment. is 1 
Mr. Knox. I believe your testimony up to this point corresponds 
with the testimony of the senator this morning, that he felt that there in 
had been additional personnel put on to the payroll that were not pr 
needed, and therefore it was necessary to cut back on the drugs and the | of 
food items as far as the hospital supervision was concerned, or admin- tis 
istration was concerned. pu 
Governor Gorpon. We were limited in the budget. They talk about he 
my item veto and because of it that I do not always carry out the intent | 
of the legislature. pr 
They appropriated $245,806 for supplies and other expenses includ- an 
ing maintenance of Kings Hill Home and Hansen Home. That is 
limited by that budget. Di 
We gave them a budget of $1,245,000. There is $800-and some- an 
dollars difference. The only place we could have cut has been in the the 
salary brackets. I don’t know whether the hospital is overstaffed or no 


not, but I have my feelings about it. There is 800 and some dollars 
between what we allowed and what the legislature appropriated for 


supplies and other expenses. Al the rest of it is salary. tel 

Mr. Mrnsuautt. What are your feelings about the hospital being | 
oversta ffed ? no 

Governor Gorpon. I have been concerned about the hospital because po 
it has been a place where so many crises have occurred that I have off 
asked for—and I get reports, I get complaints, and I have gotten 
them. to. 

Delegations wait on me. They complain, one, the yard is not kept 
clean, the hospital is not kept clean, the patients are not kept clean. M 
They are talked to rudely. The food is good but it is served at a time yo 


that it gets cold, and so forth, for the convenience of somebody. 7 
I have gotten all of those kinds of complaints. I have not even | 


talked to some of the doctors involved. we 
Mr. MrinsuHatu. What is your feeling about it being overstaffed ? TI 
Governor Gorpon. With 420 employees in less than a 200-bed hos- 
pital even taking the islands’ physical conditions into play, I still an 
think it is overstaffed, with all the chauffeurs and all the custodial pe 
workers, and so forth. | 
I won’t question the professional staff. I might say that I divide it, sel 
and when the last crisis occurred in September, I asked for a state- tes 
ment out of the hospital department. th: 
Mr. Thomas was there and Dr. O’Neal and Dr. Anduze, and I had is 
asked them to give me a breakdown in the personnel. They did, and 
on the same day that they were there, I communicated with Interior on | 
the telephone: because acs are in matching funds. They were put sal 
in matching funds at the last legislature. And Interior controls, of wl 
course, somewhat the matching fund idea, I mean the fiscal policy with inc 
respect to matching funds. $8 


ACTIVITIES OF VIRGIN. ISLANDS GOVERNMENT 321 


I had them prepare a written statement of all of their staff so that 
it would be easily discernible, in order to send to the Department of 
the Interior. One, I wanted some more money, and two, I felt that a 
public health service team should be sent down here to examine the 
hospital. You know hospitals include men who think no one else 
knows enough about hospital administration to actually go in there, 
and I have been working around hospitals enough to know that that 
is the case. 

I had to divide it into professional services. I just want to read these 
in the record. I don’t say we have too many. I don’t know. The 
professional services include the chief medical officer, the commissioner 
of health, physician, radiologists, director of nursing, nurse anesthe- 
tist, dentists, several of them, and supervisor of public health nursing, 
public health nurse, 11 public health nurses—l have got the figures 
here and you can have a copy of this. 

The total of professional people in the health department at the 
present time or as of September when this was prepared, and the total 
amount of the people was 420, we had i 

Mr. Cuuporr. Governor, in order to save time, we received from 
Dr. O’Neal a breakdown of the number of employees, professional 
and otherwise, in the hospital together with what they do and what 
they earn, and it has already been put in the record, and I just did 
not want to duplicate it. 

Mr. Knox. May the Governor continue? 

Mr. Minsuatu. He is right up to the point now. He is about to 
tell how many professional people. 

Governor Gorpon. I don’t know whether it is a duplication or not, 
not that I am questioning. This is my own compilation from a re- 
port they sent to me that Mr. Thomas mailed to me which is $20,000 
off. 

Mr. Cuuporr. Governor, you can read the whole list if you want 
to. I thought we could save a little bit of time. 

Governor Gorvon. There have been so many misstatements said, 
Mr. Chairman, I just want to try to clarify the atmosphere and let 
you see the total picture. 

Mr. Cuuporr. We would like to get your thoughts on the thing. 

Governor Gorpon. I mentioned the professional people so you 
would know who was in the professional class. That total is 208. 
Then the food and the preparation of food has 40 people. 

Administrative and clerical has 51, technicians 25, maintenance 
and transportation 24, laundry workers and custodial workers 72 

eople. 
. Now that totals up to 420 people, in our department of health. I 
sent all this information to Washington to try to get a public health 
team down here and I received a letter from Mr. Lausi to the effect 
that he was in contact with the public health people. This letter 
is dated September 24 in which he states arrangements are being 
made for the Public Health Service to come down here. 

Mr. Knox. Now Governor, if I recall in your testimony today, you 
said that the only differential between what you recommended and 
what the Legislature appropriated for supplies and other expenses 
including maintenance of Kings Hill Home and ITansen Home was 
$800. Is that right? 
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Governor Gorpon. Well, it was something like that. | 
Mr. Crauncu. Could I answer that? be 
Mr. Kwox. Yes. ad 
Mr. Crauncu. In approving the budget for the department of qu 
health, in making the apportionment for the Kings Hill Home, fo. 
Kings Hill Home in maintenance, the health department was allo- | yo 
cated the exact amount that the legislature appropriated, in order cre 
- — any shortage of food or any shortage in that particular sa 
ranch. | 
If there was to be any cut, it had to be in personnel services. We ate 
gave the apportionment as personnel so much and maintenance, equip- er 
ment at Kings Hill and Hansen’s Home as $245,000, because we | 
wanted them to have exactly what they wanted. If there was going di 
to be a reduction in the health department, it was going to be in 
personnel. of 
Mr. Kwox. The fiscal officer here, Mr. Thomas, I believe testified nc 
yesterday relative to an executive order pertaining to the acquisition 
of drugs in the amount of $20,000, and that although the executive vo 
order came in or was issued, that it was never fulfilled. Would you wl 
care to comment on that item ? 
Mr. Crauncn. I wish Mr. Thomas would refresh my memory. hi 
Mr. TxHomas. Mr. Claunch, during the month of October vc 
Mr. Cuauncu. This year? th 
Mr. Tuomas. Last year, the Governor was away and you were be 
Acting Governor and you called a conference of members of the pa 
senate. 
Mr. Crauncu. The senate asked me. I: 


Mr. Tuomas. I don’t know the details. I know when we got there 
to the meeting the senators were there, Senators Ottley and Merwin, 


I think. 

Mr. Cuauncn. They were all there. 

Mr. Tuomas. And Dr. Anduze at that particular time proposed wi 
that we close the Frederiksted Clinic in order to operate. You ad- fu 
vised the opinion that that was not possible and you would not ap- 
prove such a move. The senators at that time asked you what was sa 
possible. You said you were sure that Anduze and Miss Bertha 
Boschulte—that you would give us the balance of the money in the le 
last quarter. You also approved that we transfer the sum of $55,000 tic 
from the second and the third and fourth quarters in order to oper- 
ate effectively. 

When we issue invitations for bids, it took us from the month of 
November until the 29th of June before the decision was made that ar 
we would not receive that money. 

We had to cancel those bids. In order to operate partially, we ta 
used Federal funds to purchase some of the trucks. It was about the 
29th of June that we received an advice of allotment for the balance ne 


of the money which was just sufficient to pay salaries. 
Mr. Crauncu. I would like to comment on that. I remember the 
conference. The health department as a result of that conference 


received approximately $160,000. The health department started out vo 
the fiscal year, that fiscal year of 1955-56 with $1,319,473. It finished th 
up the fiscal year with $1,245,000. As a result of that conference the ti 


difference is about $110,000 rather than $106,000. At the date of the 
conference it was $1,319,000. 
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Mr. Tuomas. Could I comment on that, too. If you would remem- 
ber and check the records, it will indicate that in October the only 
advice of allotment we had was one indicating $241,730 for the first 
quarter. Our total appropriation that you thought we would receive 
for the entire fiscal year was $994,330. The difference of that money 
you are talking about was just sufficient to take care of salaries, in- 
creased salaries about three times that year. We received a certain 
salary that ended June 30. 

When you found out that the salaries were more than we can oper- 
ate on, you cut back salaries to July 1. Then you went and you in- 
creased salaries partially I think in September,. 

Mr. Crauncn. I did not, Mr. Thomas. I am not the person who 
did it. 

Mr. Tuomas. I mean you in the administration. When I said “you” 
I just meant the administration. That is the way we are operating, 
not knowing where we are going from month to month. 

If you can remember every month at least a letter would come to 
your desk or I would go to Mr. Krabach and ask for his opinion 
what to do because we are running behind in salaries all the time. 

Mr. Krabach testified to that. I visited his office ve ry often asking 
him what is the next thing to do. He would say, “Well, Thomas, 
you have got to wait, just wait.” Dr. Anduze would do the same 
thing. Many times we had to hold bills in order to meet the payrolls 
because when the payrolls got up on the Hill, if we were short, the 
payrolls would not be paid. 

Governor Gorpon. Do you remember once in my office, Mr. Thomas, 
I asked you why you had not posted some bills? 

Mr. Tuomas. Correct. 

Governor Gorpon. What was your answer ? 

Mr. Tuomas. That we had no money. 

Governor Gorpon. Is that the way to do bookkeeping? In other 
words, you talk about your being so confused. Everybody gets con- 
fused sometimes the w ay you keep books too. 

Mr. Tuomas. The comptroller maybe could answer that. I am not 
saying that I am above errors. 

Mr. Cuvporr. Governor Gordon, I know that you have this prob- 
lem with Mr. Thomas, but our duty and function is to ask you ques- 
tions and ask him questions and not for you to ask questions. 

Governor Gorpvon. I appreciate that. 

Mr. Cuuporr. Let’s get a little bit more confused. 

Mr. Jonas. I suggest you give a little instruction to Mr. Thomas 
and not have him comment without being recognized. 

Mr. Cuuporr. When I say that I mean it for ev erybody sitting at the 
table. 

Mr. Jonas. I thought you directed it at the Governor and you did 
not direct a similar restraint. 

Mr. Cuuporr. I don’t think the Governor is sensitive. 

Mr. Jonas. I am sensitive about it. 

Mr. Cuuporr. I know you are, Mr. Jonas. I just want to show 
you how confusing the whole thing is. In looking over Act No. 97 of 
the first Legislature of the Virgin Islands, which is your appropria- 
tions bill or your department of health appropriations bill, and then 
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looking over the Organic Act, and I quote from the organic act, 
section 9 (b), on page 5: 

Enacting clause of all the acts shall be as follows: 

Be it enacted by the Legislature of the Virgin Islands. 

Then the act is drawn with the specific divisions of administration 
and the number of jobs and the salaries and you do not get down to 
the enacting clause until you get back on the last page of the act when 
it reads: 

Be it enacted by the Legislature of the Virgin Islands section 1 the following 
sums for salaries and expense. 
and so forth. 

Then when the Governor item vetoes, instead of item vetoing the 
act, because everything after the enacting clause is the act, the Gov- 
ernor proceeds to veto the statement of motives and the division of 
administration, which in my mind raises a very nice legal question. 
Some day somebody in the Virgin Islands may start a taxpayers’ 
suit and upset every budget that you ever passed. 

Now it appears to me that this is a situation where definitely there 
ought to be some kind of a chief law-enforcement officer either assigned 
to the legislature to draw bills or a lawyer assigned to the Governor 
that gives him proper advice on vetoes, because this is the same as 
vetoing a committee report of the Congress and not vetoing the bill. 

So I doubt if you went into the district court, or some enterprising 
citizen went into the district court, he could probably knock out every 
budget that was drawn, if you are going to legislate like this. 

You are not following the Organic Act. I don’t know whether you 
looked at that or not, Mr. Jonas. I am not an expert by a long shot 
in drawing bills but it appears to me that this whole act may be illegal. 

I am not criticizing anybody for it because if you won’t give the 
comptroller a legal officer and won’t give the Governor a legal officer, 
you are going to find yourself someday in such a legal maze, you will 
never get out of it. ‘That is the only reason I am calling it to your 
attention. 

Governor Gorpon. May I answer that? I feel I should have a 
<— to make a statement. 

r. Cuuporr. Surely. 

Governor Gorpon. In the first place, they passed different types of 
appropriation bills for different departments. They are not all the 
same. They are the same to the extent that they will name all the 

rsonnel. But now when I get a bill with substantive legislation in 
it like that, and with the power to veto parts and portions on a line 
item veto, do you feel that I am laying myself liable to have them 
come back to me because I have left sae positions in there ? 

Mr. Cuuporr. Governor, I appreciate your problem. You have to 
run the government. But I still say when the Congress of the United 
States enacts a law, and the enacting clause is a very, very specific 
portion of the Organic Act, that you should have somebody to advise 
you as to what is legal and what is illegal. 

I don’t know whether you ought to have an attorney general or 
what you might call him. I also say that the comptroller ought to 
have a legal officer to help him write opinions when references are 
made to him for his decisions. 
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I don’t blame you. I blame the Legislature of the Virgin Islands 
in not supplying proper legal equipment to run the government. I 
think it is very important. And I point this out to you to advise you 
that I think you are skating on very thin ice, and certainly I am not 
forbidding you to do what you did, but the courthouse is open and one 
day somebody may get into the courthouse and this thing may get into 
even the Supreme Court of the United States and just throw out about 
every possible piece of budgetary legislation that you have passed 
and it would be a tragedy. Don’t you think so, Governor? 

Governor Gorvon. I think it is a tragedy almost to pass an appro- 
priation bill like this. Do you have a copy of our budget in your 
records ? 

Mr. Cuuporr. I just have a copy of this bill. 

Governor Gorpon. I mean the total budget that we submitted ? 

Mr. Cuuporr. No. The Governor only has the power to veto un- 
der the law everything after the words “Be it enacted by the legisla- 
ture of the Virgin Islands,” and nothing prior to that. 

He has vetoed things prior to that. I know that he did it without 
meaning to violate the law, but he did not have anybody to advise him 
and he had to do the best he could under the circumstances. 

Mr. Jonas. Mr. Chairman, I think it is rather unfortunate for you 
to be commenting on the law here from this rostrum. I do not know 
that you have made a careful investigation. We are not the Supreme 
Court and are treading on dangerous grounds. 

Mr. Cuvporr. Mr. Jonas, I have not made a decision in this case. 

Mr. Jonas. You said the Governor did not have any authority to 
veto anything after the enacting clause, 

Mr. Cuuporr. I did not say that. I said he may not have had the 
authority. I don’t know, the Court would have to decide that. 
Rather than criticizing me I think the Governor should be grateful to 
me that I called it to his attention so he can look into it a little further. 

I am not trying to hamstring the Governor. I am only trying to 
tell him what I think is a violation of the law. I may be wrong about 
this. The Court may say he has a right to do it. 

Mr. Jonas. Mr. Chairman, you have not got me fooled a bit. [ 
know just exactly what you are trying to do and what your purpose is. 

Mr. Cuuvorr. Mr. Jonas, I would not try to fool you. 

Mr. Jonas. You can’t on that. 

Mr. Cuuporr. I just could not doit. You are too able a lawyer and 
too able a Congressman for me to fool you. I am only setting forth 
exactly what the situation might be, and I think it is well that we raise 
the situation. I think we are under a duty to advise the Governor of 
anything like that, and I think if you found it, you would be under a 
duty too. 

Mr. Jonas. I don’t think from this committee rostrum we ought to 
be giving any legal advice to the Governor or the legislature or any- 
body else. Why don’t we put that in a report after we deliberate over 
this business and study it? 

Mr. Cuuporr. We may not get our report out for 6 months and I 
think the Governor might want to look into it right away. 

Mr. Jonas. I think it will be a tragedy if we do not. If we wait 
6 months to get it out I think somebody ought to be called down. 

Mr. Cuuporr. I think that every time the Committee on Govern- 
ment Operations tries to get a report out some one asks for additional 
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time. The subcommittee gets additional time and then the full com- 
mittee minority members want additional time and the first thing 
you know, additional time drags out 3 and 4 months. That is ex- 
actly what I am saying today. That is why we do not get reports 
out for 6 months because of the requests for additional time by the 
minority which we try very much to grant. 

Mr. Jonas. Since you are going into that, the only time the minority 
members on this subcommittee have asked for additional time is 
when you prepared a report, you or your staff members, without even 
doing the minority members the courtesy of going over it with us. 

You presented it to us as a finished document without our having 
an opportunity to discuss it or consider it, and do you think we can 
file a minority report overnight? 

Mr. Cuuporr. We never asked you to file it overnight. Every time 
you asked for additional time you got it. And I want to say this to 
you, Mr. Jonas, the way we have been writing reports is in accord- 
ance with the rules of the Committee on Government Operations. They 
may not be to your convenience but they are in accordance with the 
rules. 

Mr. Motionan. Mr. Chairman, may [ask a question ? 

Mr. Cuuporr. Mr. Knox has the floor. 

Mr. Knox. I would like to pursue this question. I think we have 
gone way afield, way astray ofthe question I asked, and that was 
relative to the Executive order for $20,000 for the purchase of drugs. 

I think we should have an answer to that question as to just what 
happened with the Executive order and the reasons why, if it was so 
done, that the Executive order was rescinded. 

Mr. Ciauncn. Mr. Knox, the Executive order was not rescinded at 
the meeting which was mentioned to the committee. 

I recommended to Dr. Anduze, being Acting Governor—and a new 
Governor was coming in—that he transfer $45,000 from the next 
quarter, which I think is the third quarter, to the second quarter and 
to proceed according to the pattern, and to transfer $55,000 from 
the fourth quarter to the third quarter. 

In that way he had, the Department of Health had, $241,730 in 
the first quarter, $305,867 in the second quarter, $365,246.71 the third 
quarter, and $140,866 in the fourth quarter. 

On June 19 he was given an additional sum of $50,000, which 
brought his total up in addition—excuse me. 

On May 24, $25,000 was transferred from the lottery fund to the 
department of health, an additional $80,000 was transferred to the 
Department of Health for the pay that Mr. Thomas was speaking of. 

hat is $80,000, $25,000 and $50,000. That is $155,000 which was 
transferred to the department of health for the fourth quarter of the 
fiscal year 1956, which gave them a budget in the fourth quarter of 
$255,866. That was a total for the year of $1,245,220.25. 

That is precisely it with the exception of $225, that is the amount 
that is being allotted to the department of health for this year. I 
would like it if I may, to say something. That our anticipated 
revenues—— 

Mr. Knox. Would you give for the record the date that the au- 
thorizations were issued ? 

Mr. Ciauncn. Yes. September 20, 1955, an authorization was is- 
sued for $994,330. 





Ce 


i] 


ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 327 


Mr. Mottonan. ‘The allotment? 

Mr. Crauncu. That was the allotment for the year. 

Mr. Motionan. Doesn’t the Governor give the various depart- 
ments allotments quarterly ¢ 

Mr. Ciauncu. Yes, sir; he does give them quarterly. 

Mr. MotitoHan. What are the dates of those allotments ? 

Mr. Crauncu. I don’t have the previous one here. I don’t know 
what has happened to it. 

Mr. Motionan. I wonder if Mr. Thomas could give us the dates 
of the quarterly allotments. 

Mr. Tuomas. The quarterly allotments, there was one dated Sep- 
tember 20 for $240,730. 

Mr. Motxonan. That was for the first quarter ? 

Mr. Tuomas. That was for the first quarter, and it was limited 
only for the first quarter. 

Mr. Mottonan. That is July, August and September ? 

Mr. Tuomas. Correct. 

Mr. Mottonan. But you do not get the money until the end of the 
quarter. How do you pay July and August salaries? 

Mr. Tuomas. They have to answer that. 

Mr. Motionan. Give us the dates of the rest of the allocation. 

Mr. Tuomas. Then on March 22, we have another advice for $59,- 
379.71. 

Mr. Motionan. Certainly you have one between September and 
March, don’t you? 

Mr. Crauncn. Could I make a statement? 

Mr. Motionan. Surely. 

Mr. Ciauncu. On the 20th of September—I want to preface this. 
I became the budget officer when Governor Alexander resigned. That 
was the first of September. 

Mr. Noles Smith, the previous commissioner of insular affairs and 
budget officer, I have never been able to locate his files. Therefore 
[ only have my own files when I became in addition to other duties 
budget officer. 

Mr. Motitonan. What date was that that you assumed those re- 
sponsibilities ? 

Mr. Ciauncu. I assumed those responsibilities on the 7th of Sep- 
tember 1955. There is no one else to do it and I took it. 

Mr. Tuomas. There is a correction. On July 6, 1955, we received 
an advice of allotment for $241,730 from Mr. Noles Smith. 

Mr. Motionan. That is for your first quarter ? 

Mr. Ciauncn. First quarter. 

Mr. Motionan. Certainly that is in time to pay bills? 

Mr. Tuomas. August 25 we received another one but this one was 
very complicated which we were advised not to follow. 

Mr. Motionan. How is that? 

Mr. Tuomas. I said on August 25 we received another which was 
very complicated, which we were advised not to follow. 

Mr. Knox. By whom? 

Mr. Motxonan. In other words, it was rescinded ? 

Mr. Knox. By whom were you advised ? 
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Mr. Tuomas. I can’t remember who the official was. Then Mr. 
Claunch sent us one on September 20 for the entire year showing that 
we had $994,330. 

Mr. Motiowan. You mean you could draw on that $994,000 any 
time you wanted to? 

Mr. Tuomas. No, we had to submit a form how we wanted to ap- 
portion it. 

Mr. Motionan. This was just an advice that that amount of money 
would be made available during the fiscal year 1955-56 ? 

Mr. Tuomas. Correct. Then we asked them to apportion the 
money for the second, third and fourth quarters at $257,867 each. 
oe was insufficient because of the salary increases that had been 
made. 

Mr. Knox. Mr. Chairman, at this point I want to determine from 
the Governor or the secretary if the $20,000 executive order was 
rescinded. 

Mr. Cirauncu. Mr. Knox, to my recollection there was no $20,000 
executive order. ‘The $20,000 may have been included in this meet- 
ing that I had with the legislature. At the conclusion of this meet- 
ing with the legislature, I requested Dr. Anduze to change his ap- 
portionment. 

The department of health had this 900 and some thousand dollars, 
and they could apportion it through any quarter they wanted to. 

They could have $100,000 in the first three quarters and $600,000 
in the last quarter if they so chose. I suggested to Dr. Anduze, as I 
said before, that he transfer $55,000 from the third quarter to the 
second quarter to take care of these medical supplies and the Fred- 
eriksted Hospital, and also transfer $55,000 from the fourth quarter 
to the third, and in the fourth quarter by that time we would have sufli- 
cient funds to partially make up for that change. 

Mr. Knox. Mr. Thomas claims that in effect he cannot plan from 
month to month. He is thrown off by the increases in salaries. I 
should like to know who increased the salaries? Who authorized it? 

Mr. Crauncu. The legislature increased the salaries. I don’t 
know the bill number but the legislature passed a new pay plan which 
to my mind was all out of proportion to our income. 

Mr. Kwox. And I believe Mr. Thomas testified yesterday there 
were some three increases in salaries in 1 year. Is that right, Mr. 
Thomas? 

Mr. Tuomas. About. You see they increased salaries during the 
last fiscal year. Then they went back, they rescinded that order and 
went back to the old salaries in July. They increased it partially I 
think in August, between August and September and then later on 
after a ruling they went back to 100 percent increases. 

Mr. Knox. May I ask if the legislature increased the appropri- 
ations in order to take care of the increase in salaries, or did ley 
expect that you were going to absorb the increases in salaries from 
the budget which they had set up ? 

Mr. Ciauncn. So far as I know, sir. 

Governor Gorpon. Mr. Knox, when I first came here in October, 
on the first personnel papers that came across my desk, and I asked 
that they come across my desk so I could find out. a little bit about the 
operation of government, I noticed that there was a deduction of 
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10 percent across the board on every person going to work for the 
government, and I inquired as to what the situation was. 

I was told that the legislature had passed a pay plan pursuant 
to the Governor’s request, the then Governor’s request, and after they 
passed the pay plan, they found out that their projected income 
could not take care of that increase in salary, so there was a 10 per- 
cent across the board held back. 

Mr. Lanigan. Was that Governor Alexander’s request ? 

Governor Gorpon. I suppose so. Anyway, there was 10 percent 
held back. That money was finally paid at the end of this last 
fiscal year. It amounted to several hundred thousand dollars, and 
we had to absorb it. 

We did not have any extra money. When I inquired about it, I 
said we are going to get stuck for this money because if the legisla- 
ture passes a bill for a certain amount of money and the Governor 
approves of it, the person is actually entitled to it, and that was 
eventually the ruling of Mr. Krabach. 

Mr. Knox,. How was it absorbed, Governor, through what chan- 
nels ¢ 

Governor Gorpon. We had a little cushion left in matching funds 
and so forth. We had a little cushion left. 

Mr. Knox. In other words, it was supplemented? The appropria- 
tion made by the legislature was supplemented by the matching funds 
which you had available? 

Mr. Crauncn. We had a cushion of about $183,000 in budgetary 
reserve. In addition to that we had a meeting of all department 
heads and we retrenched in order to take care of most of this retro- 
active pay, as it was called. 

Mr. Cuuporr. Mr. Claunch, did you get a ruling of the comptrol- 
ler on that point ? 

Mr. Cuiauncn. Yes, sir. Governor Alexander—the legislature 
passed the pay plan and Governor Alexander found out it was be- 
yond our projected income. I think he issued an executive order cut- 
ting back everyone’s pay 10 percent. Then the comptroller, in check- 
ing it, declared it was illegal, and it was several months, in fact it was 
6 months before we had sufficient funds to repay the employees for 
their retroactive pay. 

Mr. Lanican. Could I get something straight? Is this the se- 
quence of events? That the Governor, Governor Alexander, proposed 
«& new pay schedule, the legislature enacted that pay schehale, and 
then the Governor discovered you did not have the money to pay it? 
Is that the sequence ? 

Mr. Ciauncu. I am not quite sure whether the legislature took 
the Governor’s recommendation in toto or whether they made 
changes. I do not know. 

Mr. Lantcan. But he did make recommendations for pay raises? 

Mr. Ciauncu. He did make recommendations for an overall change 
in the pay scale. 

Mr. Lanican. And was the salary of the commissioners set at 
$11,000? Wasthat Governor Alexander’s proposal, too ? 

Mr. Crauncn. That was Governor Alexander’s proposal. 

Mr. Knox. I should like to pursue this just one step further. From 
the testimony that has been given, I would assume that the adminis- 
trative officer of the department of health was notified to transfer 
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funds from the third quarter to the second quarter and from the 
fourth quarter to the third quarter, and then the supplemental funds 
were made available in order for the hospital to continue to operate. 
Is that right? f 

Mr. Cuauncu. That is right. That was at the end of my meeting 
with the legislature, the agreement was that Dr. Anduze would do so, 
and it was his prerogative to do it and he agreed to. 

On May 24, as I stated before, $105,000 was added to the health 
department budget, $54,000 for this retroactive pay, $26,000 for the 
retroactive pay, $25,000 was transferred from the lottery fund to the 
Health Department, and on June 19 an additional $50,000 was trans- 
ferred to the Health Department and that was after a retrenchment 
5 all other departments in order to give the Health Department that 

50,000. 

Mr. Kwox. In other words, never at any time was there any short- 
age of funds as far as meeting payrolls were concerned and the pur- 
chase of the necessary drugs and supplies for the hospital ? 

Mr. Crauncn. There was before the meeting of this legislature or 
it was claimed that there was, and to my knowledge, I do not know of 
any time that there was a shortage. 

Mr. Knox. Because the authorization had been ordered ? 

Mr. Ciauncn. Yes, sir. 

Mr. Knox. For the transfer of the funds from one quarter to the 
other quarter ? 

Mr. Ciauncn. Yes, sir. 

Mr. Cuuporr. Mr. Knox, I wonder if we could not take a 5-minute 
recess. 

Mr. Knox. Just 1 second, please. 

Mr. Cuuporr. After you finish this question. 

Mr. Knox. Mr. Thomas, you are the administrative officer of the 
department of health? 

r. THomas. Correct. 

Mr. Knox. And was that your understanding, that the transfers 
were to be made? 

Mr. Tuomas. We did follow the authority granted by the Acting 
Governor. What the Acting Governor failed to put in the records 
here, that we met the situation in St. Croix as outlined. The situa- 
tion in St. Thomas was not met because they kept us not knowing 
what amount will be allocated to us in sufficient time. 

We had to cancel the invitation for bids for this hospital here. St. 
Croix was taken care of already, using the authority granted at that 
meeting. We transferred $55,000 from the third quarter to the sec- 
ond, $55,000 from the fourth to the third. 

Now when it come for the last quarter when we wanted to award 
the bids for the St. Thomas Hospital, we were not able to do that, and 
Mr. Claunch will remember that we had to go to the Governor him- 
self to get the $50,000 to be able to meet payrolls. 

The $25,000 from the lottery fund that Mr. Claunch is talking about 
was included in there to be able to pay the medical director from 
St. Croix a cash advance of $2,500 to go away for postgraduate work. 

The balance of, I think, $22,500 was used to match United States 
Public Health Service funds. That was not available for ordinary 
expenditures to buy drugs. 





a a,@& 


~~ aa ee of aot of 





ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 331 


Mr. Knox. Do you have any comment on that, Mr. Secretary? 

Mr. Crauncn. Yes. The $20,000 which you have been speaking of, 
Mr. Knox, I was under the impression that that $20,000 was at this 
legislative meeting. Now at the legislative meeting, the department 
of health finances were discussed thoroughly. 

I asked Dr. Anduze and his staff with all the legislators present, 
“How much do you need?” 

At the beginning of the meeting they said they needed $30,000 a 
quarter. Then it went to $40,000 and we finally finished at $55,000. 

I asked Dr. Anduze, “Are you sure that will take care of you?”— 
and he said, “Yes.” I anticipated that would take care of him for the 
rest of the year. 

Mr. Tuomas. May I make a clarifying statement there? At that 
meeting Mr. Claunch, because he was faced with this budget problem 
only wanted to give us $45,000. That $45,000 would have been very, 
very close because we have to pay the amount of $17,000 for groceries 
for the Virgin Islands. 

Mr. Knox. Mr. Thomas, I am not interested in things that trans- 
pired between you and Mr. Claunch at all. What I am interested in is 
as to whether or not the administrative office gave you sufficient money 
for the operation of the hospital and the formula that was used. We 
are not interested in the details of conversation between you and Mr. 
Claunch. 

Mr. Tuomas. They did not. 

Mr. Knox. Whether it was $45,000—he said it was 30 when you 
started and finally you agreed upon $55,000 appropriations ? 

Mr. Tuomas. I granted that you are not interested in that, but I 
am saying this: That the amount of money that was given to the health 
department was insufficient because to end the year right, we had to 
use about $67,000 worth of children’s funds. 

Mr. Motionan. Mr. Chairman, before we recess, I am wondering if 
we could not ask either Mr. Claunch or possibly Mr. Thomas, both of 
them, if they will be able to tell us immediately upon reconvening 
the dates on which the quarterly allotments or any supplemental allot- 
ments might have been made to the public health department during 
the fiscal year 1955-56, the exact amounts given and the dates of the 
authorizations, the dates that the funds were given to you for your use. 

That is having no regard for this $994,330 that you made reference 
to a while ago which was pretty much on the order of notification of 
intent. 


I would like to know when the funds were available and the amount 
made available. 

Mr. Cuuporr. While you are getting that information we will take a 
5-minute recess. 

(Short recess. ) 

Mr. Cuuporr. The subcommittee will be in order. 

I believe that Congressman Mollohan asked for some dates. 

Mr. Crauncu. Mr. Thomas is out adding on the adding machine, 
and we have checked our records and I will accept Mr. Thomas’ 
figures. 

Mr. Motitonan. Are you in agreement on the figures ? 

Mr. Cirauncn. We are in agreement on the figures. 

Mr. Cuuporr. Mr. Knox? 
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Mr. Knox. I have no further questions at this time. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. I had a question or two I wanted to ask Mr. Thomas. 

Mr. Cuuporr. He will be right back. 

Mr. Lanican. I have one or two to ask Mr. Claunch, not right 
on this subject but since Mr. Thomas is not here I might as well 
ask them while we are waiting. I noticed you said somebody named 
Noles Smith was budget officer before you, and the files had all 
disappeared. Could you tell us who would know more about that? 

r. CLauncu. Mr. Chairman, I really can’t. As soon as Mr. Noles 
Smith left and I assumed this task as budget officer, I went to his 
office with Mr. Elmer James and found very few of the records that 
would help me in operating the budget office. The heads of depart- 
ments do have their proportionment sheets which I do not have until 
the date I took over. 

aoc aPae, Was Noles Smith someone who had been budget 
officer ? 

Mr. Cuauncu. He was commissioner of insular affairs. 

Mr. Lanigan. And he had been appointed by Governor Alex- 
ander ? 

Mr. Ciauncu. Yes, sir. 

Mr. Laniean. And he had come in from the outside? 

Mr. Ciauncu. Yes, sir. 

Mr. Laniean. And he left? How did you happen to take over 
that, right after Alexander resigned ? 

Mr. Crauncu. I accepted his resignation shortly after Governor 
Alexander left. 

Mr. Lanican. And you have not found any files since? 

Mr. Ciauncu. I have found very few files. 

Mr. Jonas. May I ask a question right there? Did you find any 
files or records during the regime preceding that of Mr. Alexander? 

Mr. Crauncu. No, sir. 

Mr. Jonas. There were no records back then were there ? 

Mr. Crauncu. None that I know of. 

Mr. Jonas. Have you been able to locate any ? 

Mr. Ciauncu. I have searched for some. I have not found them. 
I will admit the search was not diligent. 

Mr. Jonas. You do not know whether there were any records or 
not then, if you did not make a diligent search. What sort of search 
did you make? 

r. CLauncu. I asked for certain records and they have not been 
forthcoming, sir. 

Mr. Lanican. The other question, I just wondered if the Governor 
could give us a copy of Executive Order No. 9 which Senator Merwin 
mentioned this morning, for the record. Do you have anything to 
say about that? 

Governor Gorpon. I think the Senator was a little mistaken on 
that. Executive Order No. 9 merely sets up the departments of 

overnment. The point that you are asking about, namely, the pro- 
hibition of department heads to appear before legislative committees 
is not contained in Executive Order No. 9. 

Mr. Laniean. Which order is that? 
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Governor Gorpon. Either 10,11 or 10. I think 10 was an executive 
order made by Governor Alexander almost to the same effect as the one 
I made subsequently, and that is the one that is in court presently. 

Mr. Laniean. Could you supply the subcommittee with a copy of 
it? 

Governor Gorpon. Sure. 

Mr. Cuuporr. Governor, aren’t these executive orders public docu- 
ments? Aren’t they on file in a certain place? 

ts Gorvon. I have them and Mr. Claunch has them in his 
office. 

Mr. Cuuporr. You will have no trouble getting them? 

Mr. Jonas? 

Mr. Jonas. My questions are for Mr. Thomas. 

Mr. Cuuporr. We will wait for Mr. Thomas then. 

Mr. Crauncn. Could I make an explanatory statement? 

I have heard some discusison 

Mr. Jonas. Maybe Dr. O’Neal could answer my questions but I do 
have some for Mr. Thomas. 

Mr. Crauncn. There was some discussion that the legislature ap- 
propriated for instance for the department of health $1,303,000 and 
only $1,245,000 is being allocated to the department of health. 

The legislature and the heads of departments realized that we must 
operate our government within our revenues, and our revenues for 
this current year, estimated revenues, $5,374,000. 

The legislature appropriated $5,700,000. It is only natural that 
those departments cannot get that $5,700,000 if they are only going 
to take in $5.3 million. 

The heads of the various departments submitted budgets to the 
Governor for his consideration to the total of almost $7,500,000. 

At a round-table discussion with the heads of departments this 
budget was reduced to approximately $4,863,019. 

Mr. Cuuporr. Mr. Claunch, while we are waiting for Mr. Thomas, 
maybe you can explain this to us, too. There was some testimony 
yesterday while we were talking to the department of health office, 
something about the legislature appropriating X number of dollars 
to the department of health, and the Governor approving that ap- 
propriation, and then the department of health, when the allocations 
came down, got $58,000 less, I think that is the figure, and was ap- 
propriated, and I was advised that there was a freeze of those funds. 

Do you do that, is that your system of allocation? 

Mr. Ciauncnu. That is just what I was trying to explain. 

The maximum amount of money we can spend is approximately 
$5 million. We can’t spend $5.7 million. That is not a ican The 
department of health het gotten approximately 26 percent of the 
pie, and we have allocated, given advice of allotments to all of the de- 
partments up to the hilt so far as our anticipated revenue is con- 
cerned. 

Mr. Cuvupvorr. Let me interrupt you at that point so I understand 
you. In other words, if $5 million is appropriated and it looks like 
at the end of the year you are going to be short in revenues, you have 
the right to withhold an amount appropriated on allocations from the 
last quarter, because you just do not have the money. Is that it? 

Mr. Criavcn. No, sir; I do not think that is quite correct. The de- 
partment of health bill, appropriation bill, was the first bill the Gov- 
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ernor received from the legislature. He has 10 days to approve that 
bill. The Governor has no idea of how much in subsequent appropria- 
tion bills the Legislature is going to appropriate. 

He must accept a figure from the legislature without —— 
whether they are going to keep themselves within our anticipate 
revenues. 

This year they overran the anticipated revenues by about $400,000. 
That is why the department of health is not getting the amount of 
money that was in the bill. 

Mr. Cuuporr. I think I understand that, but what do you do, make 
a journal entry of some kind and adjust the entry to work your books 
out? How is it handled? 

Mr. Crauncu. We operate strictly on our anticipated revenues. 

Mr. Cuuporr. If you have set up in the Department of Health $5 
million at the beginning of the year and then you allocate them certain 
funds each quarter, until you reach their entire appropriation, but if 
it looks to you that you won’t have enough money, then you have to 
cut down on what you allocate them. They claim that they were 
short $58,000 last year and you shortchanged them. What happened 
to the $58,000 ? 

Mr. Crauncu. That was because we did not receive the revenues to 
give them $58,000, if you are speaking of last year. 

Mr. Cuuporr. Yes, that is the year we are talking about. 

Mr. Craunou. That is because we did not receive the anticipated 
revenues in order to give them that. 

Mr. Cuuporr. In other words, you are just guessing. If it looks 
like you are going to run into a deficit you don’t let that happen ? 

Mr. Ciauncn. Yes, sir. The Federal Government operates on the 
preceding years’ revenues. Here we operate on the anticipated reve- 
nues for this year. 

Mr. Cuvporr. I think you have it pretty well straightened out, Mr. 
Claunch, tomy mind anyway. I just want to ask the Governor some- 
thing. 

Governor, in order to keep our record complete, you advised us when 
you first testified that you had received a number of letters from vari- 
ous department heads regarding their problems, and you said you felt 
that a lot of those letters that you got, for instance, I think you gave an 
example that the commissioner of health said he was short of midwives. 
You said that is his job to go out and recruit midwives, that it is not 
your job. I wonder if you could not give us some of those letters so 
we can have them in the record ? 

Governor Gorpon. I will try to find some. 

Mr. Cuuporr. Will you supply that to us later on? 

Mr. Lanican. Mr. Chairman, there has been some question about 
the letters submitted by Mr. de Jongh yesterday. I think the admis- 
sion of them into the record was delayed until the Governor appeared. 
I was wondering if they could be admitted in the record now. 

Mr. Cuuporr. At this time I would like to put into the record the 
letter that Mr. de Jongh said that he sent to the Governor on December 
29, 1955, which the Governor said he had no knowledge of. I think it 
ought to be in there. 

Governor Gorvon. I said I had no independent recollection which is 
quite different. 
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Mr. Cuuporr. That is exactly what you said, correct, and without 
objection, let’s place that in the record. 

(The documents referred to are on file with the subcommittee. ) 

Mr. Cuuporr. Dr. Anduze testified yesterday that he took certain 
funds from the Department of Health, Education, and Welfare which 
were special grant-in-aid funds which he had no right to use for the 
general operation of the department of health. » 

Maybe Dr. O’Neal can answer this question. And I think that 
amount was $67,000. That was the only way he could possibly op- 
erate the department, and he knew that he should not have done it. 
Later on he received a communication from the Department of 
Health, Education, and Welfare advising him that what he had done 
was illegal but they would not take a budget exception at this time 
because they realized there was an emergency, and that they would 
allow him to use the money at that time, but he should never do it 
again. 

“Tf he did, they would not approve it. I wonder if there are any 
copies of those communications between the Department of Health, 
Education, and Welfare of the government of the Virgin Islands 
concerning those budget exceptions. 

Governor Gorvon. We have very little if anything to say about the 
rant-in-aid funds as far as our budget is concerned. havin Dr. 
Neal could comment. I do not get any correspondence from the 

public health service. 

Mr. Cuuporr. Wouldn’t there have to be something in writing ex- 
cusing Dr. Anduze? Would that be in your records, Dr. O’Neal, some- 
where? 

Dr. O’Neat. If it was in writing; it should be in writing. 

Mr. Cuuporr. Will you submit that for the committee ? 

Dr. O’Nzau, I shall do that, sir. 


In letter to Governor Gordon on March 22, 1957, Dr. O’Neal made the follow- 
ing statement: 

“4. With respect to the request for a copy of the letter from Public Health 
Service of the Department of Health, Education, and Welfare, relating to alleged 
irregularities in expenditures of grant-in-aid funds by Dr. Roy A. Anduze, for 
general operation of the department of health, we have been unable to locate 
any such correspondence in the files of the commissioner of health. We would 
appreciate receiving further information on this subject.” 


Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. I have a question or two for Mr. Thomas but I want to 
ask the Governor one or two, to sort of wrap up this thing, at least to 
clarify my own thinking to be sure I have the picture exactly correct. 
You submitted a budget in balance to the last legislature ? 

Governor Gorpon. That is right. 

Mr. Jonas. That had a projected surplus of how much, $40,000 or 
$50,000? 

Governor Gorpon. $40,000 or $50,000, as I recall it. 

Mr. Jonas. The legislature in its appropriations, total appropri- 
ations, exceeded expected revenues by what, nearly 

Governor Gorvon. $400,000. 

Mr. Jonas. Did the legislature increase taxes anywhere along the 
jine to make up that deficit ? 

Governor Gorpon. They did not. 
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Mr. Jonas. Did they indicate to you as the Governor or did they 
make any public statements or is there anything in the record to indi- 
cate how they expected that half million dollars deficit to be made 
up? 
"Glowernde Gorvon. No: they did not indicate anything in writing 
to me or even in discussion. You see, our tax bill expired, not lanc 
tax but excise is what it amounts to, excise and sales tax bill expired 
June 30, 1956. 

Just before the legislature went out of session, they passed a 6- 
month tax bill which ended in December of this year, and put some 
riders on it, and I had to veto it. 

Mr. Jonas. I understand that; we have been into that. I don’t 
know whether the record shows whether the record shows whether 
taxes were raised by the legislature to meet this expected deficit of 
$400,000 or not, and you say no. 

Dr. Anduze yesterday testified or stated that he realized that you 
had to make allocations to bring the appropriations in balance with 
expected revenue. But what he objected to was the big cuts made 
against the public health department, and he felt that you in making 
the allocations were discriminating against the health department. 

I don’t know whether that has been called to your attention or not, 
but he made that statement yesterday and I should like to have you 
comment on it. 

Governor Gorpon. I have not discriminated against the health de- 
partment. In fact, it has been one of the departments of deepest con- 
cern to me because I have had more problems with that department 
than any other departments. 

Mr. Jonas. How did you divide out—you had to make up a deficit 
of $400,000 roughly. What formula did you use in deciding how 
much of that would be made up by the health department and how 
much by the other departments? 

Governor Gorvon. Expenditure of the previous year by the depart- 
ment. That entered into it. 

Mr. Jonas. But you did not make any cuts on the item for food, 
drugs, and supplies? 

Governor Gorpon. No. 

Mr. Jonas. Except for the $800,000 difference between your alloca- 
tion and the appropriation ? 

Governor Gorpon. No; we did not make any cuts on food. 

Mr. Jonas. But the reduced allocations to the health department 
that you made were directed against personnel, were they not? 

Governor Gorpon. That is right. 

Mr. Jonas. Would you say the proportion of the half million dol- 
lars that you had to make up directed against the health department 
was out of line or discriminating in any way against that department ? 

Governor Gorvon. Well, I would not say it is, when a department 
gets about 26 percent of our total budget, which is far in excess of all 
of the other departments. 

In fact I had gotten complaints from some of the other depart- 
ment heads about health being given a favored spot. 

Mr. Jonas. Did you reduce each department strictly in accordance 
with its proportion of expenditures to the total? 
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Governor Gorpon. No, we did not do it that way. We looked upon 
three departments as being a must, health, education and welfare, 
because human beings were primarily concerned. 

The other departments would suffer more from cuts than those 
departments, because we felt that we were dealing with human beings 
and we owed them the first responsibility and less on roads and so 
forth. 

Mr. Jonas. So you would say then that notwithstanding the fact 
that you directed all of your cuts against the items of personnel in 
the Health Department, nevertheless the cut against the Health De- 
partment was less than it would have been if you had used an arbitrary 
proportional formula ? 

Governor Gorpon. I would think it would have been much less. 
The best evidence of the fact that the Health Department was not dis- 
criminated against is the fact that in September when Dr. Anduze 
wrote me a letter and I communicated with Washington, they had 
420 employees, and they still had $1,245,000. That was their budget. 

Mr. Jonas. They did not reduce personnel at all, then ? 

Governor Gorvon. I don’t think it is reduced. I think it has gone 
up. It was 420 as of that date, and I do not know just what it is 
today. 

Mr. Jonas. Now my question to Mr. Thomas is this: Can you 
furnish the committee with a record of total employees of the health 
department in 1952, 1953, 1954, 1955 and 1956? 

Mr. Tuomas. Yes, sir. 

Mr. Jonas. If the committee does not want it I would like to have 
that information. Do you have it available there? 

Mr. Tuomas. I do not have it here. I can get it. 

Mr. Jonas. We know what it is for 1956—420, is that right? 

Dr. O’Neat. The actual figures to date, currently employed, 411, 
old positions vacant 16, new positions budgeted, 13, new part-time 
positions budgeted, 4, part-time consultants, those are physicians com- 
ing in from Puerto Rico, 5; total personnel 

Governor Gorpon. Mr. Chairman, I would like to know whether 
or not for your information that includes those people who are on 
study leave and they are getting salaries in the United States? 

Dr. O’Neat. This, Governor, would include every one, budgeted 
and vacant positions. 

Mr. Jonas. Mr. Thomas, can you furnish that information by 
years? 

Mr. Tuomas. Yes, sir. 

Mr. Jonas. Tell me this: Have there been any physical changes 
in either of the hospitals during this period, any increase of facilities, 
any additional rooms added ? 

When I say “any changes in physical properties,” I don’t mean 
the removal of a wall. I mean any additional facilities provided. 

Mr. Tomas. I would prefer for the commissioner to answer that. 

Dr. O’Neat. New hospitals were built and occupied in the Virgin 
Islands, all the Virgin Islands, in 1953, so there have been changes. 
You went back as far as 1952. 


Mr. Jonas. What did that amount to from the standpoint of ad- 
«<litional bed capacity ? 


Mr. Tuomas. Dr. O’Neal ? 
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Dr. O’Neau. From the standpoint of additional beds, I think the | 
figures were cut back rather than increased in that the present hos- ac 
pital here in St. Thomas, let us say, has a bed capacity of 116. 
Prior to that, in the old cottage type hospital that we had, we had ay 
average occupancy of around 128, 130 most of the time. 
Mr. Jonas. And your occupancy now is what—56? B 
Dr. O’Neau. About that. We have here in St. Thomas a situation 
where the section of the hospital that is concerned with the care, medi- oe 
cal care of acute or active cases has a bed capacity of roughly perhaps of 
60 beds of the 116 beds, because we have the remainder of beds taken | hs 
up by chronic diseases and neuropsychiatric cases. x 
Mr. Jonas. Would I be correct in assuming that we are spending 
$1,456,000 in 1956 to take care of fewer patients than we took care & 
of with $761,000 in 1952? re 
Dr. O’Neau. I would not say that, sir. You are not taking care- 
of fewer patients even though you have less bed space. I should think ys 
that from year to year the number of patients that we take care of will = 
increase rather than decrease. I was just mentioning available bed | 


space. 
Mr. Jonas. What is your occupancy rate in 1955? 
Dr. O’Neat. Around I would say here in St. Thomas about 45 per- 


haps. o7 
Mr. Jonas. As against ? as 
Dr. O’NEAt. Perhaps the administrator might have figures. o 


Mr. Jonas. I intended to ask him. : 
Dr. O’Nrau. Eighty percent of our bed capacity. That would in- 
clude the chronic services. 








Mr. Jonas. Would that apply for the year 1955, 80 percent ? | be 
Mr. Tuomas. About, yes. 5 
Dr. O’Ngat. Just about that. That would average that. ™ 
Mr. Jonas. Has it averaged about that or do you have the figures b 
for these 5 years? How did that average change over the years? 
Dr. O’Neat. I would be able to get them for you, sir. I have not a 
got them here. ; 3 é 0) 
Mr. Jonas. Mr. Thomas, I imagine you have those figures quickly u 
available. ! Pp 
Mr. Tuomas. I do not have them here but I can get them for you. Pp 
Mr. Jonas. I would like to see how the percentage of occupancy— | 
whether it has risen or decreased over these years? W 
(The information follows :) a 
} 
Average percentage occupancy of hospital beds in the Virgin Islands covering f 
fiscal 5-year period 
Knud- Charles Frederiksted 
Fiscal year Hansen Harwood Clinic 
Memorial Memorial t) 
a Lk ek ek cele 85.8 | 93.3 | 89. ! t 
i Seek ed. cal aaibentdd wbtetnhi tein etraewerninnts 80.0 90.0 81.0 
aN a ae 78.0 80. 2 | 100.0 
ween... STFS ees oie caged ic dace en odepees 80.0 | 8 90. 8 1 
96. 6 100.0 


0 
Cie sean acdc Sentech ce eae 85.0 | 


Mr. Tuomas. Do you want it separately for each hospital or just 
for one hospital ? 
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Mr. Jonas. Well, what does the 80 percent figure apply to that 
somebody announced ? 

Mr. Txomas. Usually that is applied to this hospital here. I 
am quite sure that figure applies to this hospital. 

Mr. Jonas. I would like to have it for the different hospitals. 
Break it down. 

Mr. Cuuporr. Mr. Thomas, isn’t it true that you can’t relate the 
cost of hospital operation to the number of patients and the number 
of beds, because of the fact that so-called modern wonder drugs are 
very expensive that have come into existence in the last couple of 
years? Isthat true? 

Mr. Tuomas. That is right, but we are attempting now to set up 
a regular cost system so that there will be a requisition in the store- 
room for every item removed from the storeroom. 

Mr. Cuuporr. I understand that, but I mean the fact that it costs 
you $10 a day for a patient in 1952, the factors in 1956 are so differ- 
ent that you could not 

Mr. Tomas. You are right. 

Mr. Cuuporr. You could not compare 1 year with the other? 

Mr. Tuomas You are right. 

Dr. O’Neat. Senator, there would be a big item there, the change 
over the years. 

Mr. Cuuporr. The scientific increase of wonder drugs and more 
expensive drugs, more expensive facilities. 

Mr. Tuomas. That is right; plus the increased salaries. 

Mr. Jonas. Governor, you have a statement ? 

Governor Gorpon. At the time Dr. Anduze wrote me in Septem- 
ber of his difficulties that I mentioned a few moments ago, I secured 
some figures from the health department along the line that you were 
mentioning, not going of course to the years 1952, 1953, and 1954, 
but I do have the patient load for the fiscal year 1955-56. 

It shows in the St. Thomas hospital there were 2,475 admissions 
as I think they term that in hospital parlance. The next figure 
opposite that, you can multiply that by 365. They have it marked 
inpatient here, 34,275. Christiansted they had 1,961 admissions, 
patient days would be 19,853. Frederiksted they had 794 admissions, 
patient days, 4,551. 

In King Hill Home they had 46 admissions, and I suppose that 
was added to those who were already there, and I think there are 
about 120 there now, and they have 43,789 patient days. 

Hansen’s Home, which is the leper colony, I don’t have any entries 
for but they have 5,124 patient days. 

Mr. Jonas. Now how long have you been fiscal officer, Mr. Thomas? 

Mr. Tuomas. About 2 years, since the reorganization. 

Mr. Jonas. You were not connected with the hospital prior to 
that or the health department ? 

Mr. Tuomas. Well, yes, but because of the reorganization at that 
time, my function was limited to just these Federal programs. 

Mr. Jonas. Who handled the budget matters in 1952, 1951, and 
1950, those years? Do you know anything about that, Doctor? 

Dr. O’Neat. For the hospital, that would be another officer, business 
manager of the hospital. 
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Mr. Jonas. Sir? aus 

Dr. O’Neat. The business manager of the hospital. Co 

Mr. Jonas. Is he here? . 

Dr. O’Neau. He is not. ( 

Mr. Jonas. Were you with the hospital then ¢ | : 

Dr. O’Neat. Yes, I was. g° 

Mr. Jonas. But you were not in an administrative capacity ? fre 

Dr. O’Nzau. No. oe 

Mr. Jonas. I would like to know whether you had any budgetary pr 
problems back in those days. du 

Dr. O’Neau. I think they have always been with us. : hi 

Mr. Jonas. Has the hospital always had difficulty getting enough | the 
money to operate? bi 

Mr. Tuomas. Correct; because I can remember in those days it a 
was always necessary to supply the hospital with several thousand the 
dollars’ worth of supplies, aa supplies from these former grants. ot 

Since I am around, it has always been. It has not been decreasing. wa 
It is increasing all the time, because the more service the hospital 1s , 
giving, they will always have more need for money. — 

Mr. Jonas. But it is a problem that has not just arisen under the flo 
administration of Governor Gordon ? 

Mr. Tuomas. Oh, no. This was going on even before, when I 
worked in the health department. When I worked in the finance 
department years ago, you had a problem in the hospital. flo 

Mr. Jonas. As a matter of fact they did not even have a budget; 
did they? ; 

Mr. THomas. Yes, sir; they always had budgets; sure, they al- sti 
ways had budgets. wi 

Mr. Jonas. You always knew how much money you had to spend ? | 

Mr. Tuomas. Correct. It was not as detailed as what we are ex- | 
periencing now, but in those days you had the records and the facts ge 
used to be revealed, anyway. | 

Mr. Jonas. Did you ever run any deficits back in those days? al 

Mr. Tuomas. I am quite sure of that, yes. the 

Mr. Jonas. How would they be made up, by appropriations? W 

Mr. THomas. Well, usually in those days you used to receive a au 
deficit appropriation from Congress or if you ran into any difficulty acl 
and you could not get money from Congress, there were always these res 
trust funds in those days from which the Governor requested the res 
transfer. be 


Mr. Jonas. One other question to Governor Gordon, and I hope 
this will be the last. 4 
Dr. Anduze said that he was very distressed last June, I believe it it. 
was, to discover that there were no ane in the hospital for the TB 


patients, and he was also distressed to learn that they did not have th 
any flour and had been without flour for 3 or 4 days. he 

Either you or Mr. Claunch, if you are familiar with the facts or ; 
circumstances, I would like to have you speak to that point, either of 


one of you. 

Governor Gorpon. As to the flour, I was notified that they did not 
have any flour, but I knew that they were under contract with some- ans? 
body to get flour, and he did not get his shipment in. Mr. Thomas i 
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‘an correct me on this if it is wrong. I think the man’s name was 
Conrad, isn’t it ? 

Mr. Tuomas. Right, sir. 

Governor Gornon. Instead of going to Mr. Conrad and having him 
go out into the city and get flour for them because of their shortage, 
an appeal was made to the public, not on my suggestion. In fact I 
frowned on it. I still frown on it. And 1 think vouchers can be 
produced which will show that the claim that we did not have any 
money is not correct because we bought flour subsequent to that, right 
during that time, just within a few day s, and maybe Mr. Thomas has 
those vouchers with him. 

Now as to the drugs, there was some mention of not having enough 
drugs for the tubercular patients. That was not stressed and given 
the ‘public ity that the lack of flour was, and I do not think either one 
of them should have been given a lot of publicity because I think it 
was blown up way beyond w vhat it needed to be. 

In fact, we had a man under contract to sell us flour; because he 
could not deliver it, we could have gone to him and made him get us 
flour, buy flour from somebody else in town. That was not done. 

Mr. Jonas. He was under contract to furnish flour? 

Governor Gorvon. That is right. 

Mr. Jonas. And he claimed that his ship had not come in with the 
flour on it? 

Governor Gorpon. That is what my investigation showed. 

Mr. Jonas. Your position is that he should have been made to sub- 
stitute flour, it did not matter to you where he bought his flour. He 
was under contract to furnish the hospital flour? 

Governor Gorvon. That is right. 

Mr. Jonas. If he chose to buy it in Puerto Rico, if it was delayed 
getting here he was still obligated to furnish flour. Is that right? 

Governor Gorpon. That is correct. That is the way I feel, that 
a man with whom you have a contract is bound, and of course a lot of 
the people talked to me and said the people were not getting food. 
Well, I knew better than that. Maybe they did not have bread for 
a day or so. The shortage came up just like that. I know for an 
actual fact that there was plenty of meat and other foods, and people 
responded beautifully, for which we are appreciative. In fact, they 
responded so heavily they had to be asked not to bring any more stuif 
because they did not have storage for it, particularly frozen food. 

Mr. Jonas. Who made this public appeal for flour / 

Governor Gorpon. I did not hear it. I suppose Dr. Anduze made 
it. [heard something about it over the radio. 

Mr. Cuvporr. He said that he did. Dr. Anduze told us yesterday 
that he made the appeal and it was a very productive e appeal and that 
he was very appreciative. 

Governor Gorpon. It was productive all right, but the necessity 
of it is a different thing. 

Mr. Jonas. Did you hear the appeal read over the radio? 

Governor Gorpon. No; I did not hear the appeal. 

Mr. Jonas. Were the circumstances explained or you did not hear 
it so you can’t comment. Did you hear it, Mr. Claunch ? 

Mr. Crauncn. Yes, sir, I did. 

Mr. Jonas. What information was given? 
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Mr. Crauncnu. Briefly it was said there was a shortage of food 
at the hospital and would the people contribute to help the patients. 

I can’t understand the situation because the week previous to that, 
I gave an advice of alloment of $50,000 to the hospital. It seems 
to me they would have spent it for food first, if there was such an 
urgent need for it. 

Mr. Jonas. Wait a moment, do you say that the week prior to 
this public appeal for the general public to contribute because of a 
food shortage in the hospital, you had allotted $50,000 to the de- 
partment ? 

Mr. Cracnecn. On June 19, and I think this appeal was just sub- 
sequent to June 19. 

Mr. Jonas. What was the allotment prior to June 19? 

Mr. Cuuporr. The appeal I think was June 5. 

Mr. Jonas. A letter was written June 5. 

Mr. Cuuporr. The letter said that the hospital was out of food or 
out of flour and it was dated June 5. That is definitely in the 
testimony. 

Dr. O'Nrat. Mr. Thomas can give us the dates. He should have 
the records with him. 

Mr. Crauncn. It may be that I am thinking of the allotment of 
May 24. 

Mr. Jonas. Did you make an allotment on May 24? 

Mr. CLauncnu. Yes, sir; of $105,000. 

Mr. Jonas. $105,000? 

Mr. Ciaunen. $25,000 transfer from the lattery fund. 

Mr. Jonas. Do you mean, Mr. Claunch, that the $125,000 was made 
available for expenditure by the department on May 24? 

Mr. Crauncn. On May 24 the advice of allotment was issued for 
$80,000 that was supposed to have been for retroactive pay. How- 
ever, $25,000 was transferred from the lottery fund to the department 
of health. 

Mr. Mortzionan. Didn’t Mr. Thomas testify a moment ago that 
that $25,000 was for specific services ? 

Mr. Tuomas. Correct; specific services—$2,500 for Dr. Evans and 
$22,500 for matching Public Health Service funds. 

Mr. Morionan. That could not be used for any other purpose? 

Mr. Tuomas. It could not be used. 

Mr. Ciauncn. It was not issued for that specific purpose by my 
office. The commissioner of health could use it for any purpose he 
decided to use it for. 

Mr. Cuuporr. Isn’t it true that when money is allotted for a spe- 
cific purpose, if food is ordered, you cannot use the money for some 
other purpose. For instance, if they ordered flour from this fellow 
and he had to buy it from Puerto Rico or wherever he got it, once it 
has been allotted and once the order has been made, you cannot take 
that money and buy it from somebody else. Isn’t that true ? 

Mr. Crauncn. This $25,000—Dr. Anduze could have done any- 
thing he wanted to with it except that he did request permission, I 
believe of the governor, to use $2,500 of it to send Dr. Evans to the 
States. 

Mr. Mottonan. Mr. Chairman, I think Mr. Thomas has a very 
clear picture and a very fine recollection of all of this. Would you 
spell this out exactly ? 
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Mr. Jonas. Mr. Chairman, I thought I had the floor. 

Mr. Mottowan. My apologies, Mr. Jonas. 

Mr. Cuvporr. Mr. Jonas has the floor. 

ion Jonas. Mr. Claunch, do you tell the subcommittee that the 

25,000 you allotted to the Department on May 24 or 29 

perso Crauncn. The 24th. 

Mr. Jonas (continuing). Could have been used by Dr. Anduze for 
the purchase of flour or ‘foodstuffs if the hospital was out of food? 
Mr. Crauncu. So far as I know there were no strings attached to 





it. 

Mr. Jonas. So far as you know, sir. You must know whether 
there were any strings attached since you made the allotment. 

Mr. Ciauncn. There were no strings attached to it. 

Mr. Jonas. Was it made in w riting / 

Mr. Crauncn. Yes, sir, the advice to the Department was merely 

1 transfer of $25,000 from the lottery fund to the Department of 
Health, 

Mr. Jonas. Do you have a copy of your transfer of allotment ? 

Mr. Ciauncu. Yes, sir. 

Mr. Jonas. Would you please read it for the record ? 

Mr. Ciauncn (reading) : 


Advice of allotment May 24, 1956 to the Department of Health out of the 
General Fund. 


I will just read that portion. 


Transfer from lottery fund $25,000. 


Which made their total advice of allotment for that year $1,195,- 
990.25. 

Mr. Jonas. So in your opinion, and you so tell this committee, that 
$25,000 could have been used for the purchase of food except that 
Dr. Anduze asked the Governor to use $2,500 of it to send a doctor 
on his staff to the mainland to take a postgraduate course ? 

Mr. Crauncu. Yes, sir. What the money was to be used for was 
at Dr. Anduze’s discretion. 

Mr. Jonas. Was the Department obligated to send this doctor to 
the States? 

Mr. Craunen. That was Dr. Anduze’s desire. 

Mr. Jonas. That was his desire. Was there any legal commit- 
ment that made it necessary for this money to be advanced for that 
purpose at that time ? 

Mr. Crauncn. No, sir; other than Dr. Anduze requested the Gov- 
ernor’s permission to do so and the Governor approved it. 

Mr. Jonas. If Dr. Anduze had told you and the Governor that 
they were out of flour and the patients were suffering from malnutri- 
tion and had asked permission to use the $2,500 to ‘buy flour, would 
that permission have been granted if it had been necessary to grant it? 
Mr. Crauncn. I am sure the Governor would have gr ‘anted it. 

Mr. Jonas. He did not hesitate to grant his other request to send 
the doctor to the mainland and use $2. 500 of it? 


Mr. Cirauncn. That was prior to our knowledge of the shortage 
of food at the hospit al, 


Mr. Jonas. That was out of this allocation of May 24? 
Mr. Ciauncn. May 24, yes, sir. 
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Mr. Jonas. And the flour shortage occurred on June 5, which was 
about 10 days later, or 15. Isn’t that true? 

Mr. Ciauncu. Yes, sir. 

Mr. Jonas. Which in your opinion was more essential, to send this 
doctor to the States or to oy flour for the hospital ? 

Mr. Ciauncn. If I had known of the shortage of food at the hos- 
pital, the doctor would not have gone to the States. 

Mr. Cuuporr. Mr. Claunch, this appeal by Dr. Anduze for help 
for the hospital, was it for money or was it for food ? 

Mr. CLiauncu. I am not quite sure. 

Mr. Cuuporr. I think you said that you had to get on the radio 
or somebody had to get on the radio and say don’t bring any more, 
we have not any more place to store the food. 

Mr. Cuauncnu. I did not hear that particular program. I heard it 
in the street, but I did hear the program where the manager of Station 
WSTA said there was a shortage of food at the hospital and they 
would appreciate contributions. 

Mr. Cuuporr. Was there flour available on St. Thomas when 
this—— 

Mr. Ciauncn. If my memory serves me correctly, Dr. Anduze told 
me that he received flour from the Virgin Islands Hotel and from 
Bluebeard’s Castle. 

Mr. Cuuporr. That was a contribution in kind, of flour; is that 
right ? 

Mr. Cuauncn. Yes, sir. 

Mr. Cuuporr. They had a surplus of it and they gave it to you. 
What I am driving at is, if Dr. Anduze had $22,500 to buy flour, 
couldn’t he have walked into the open market, into the grocery stores 
in Charlotte Amalie and bought the flour ? 

Dr. O’Net. May I answer that, sir? Flour was bought at that 
time. 

Mr. Tuomas. There are two points I would like to clear up here. 
The government secretary advised you that the commissioner could 
have used the $22,500 for any purpose he so desired. However, in 
our budget allocation to the chief executive we asked for this $22,500 
for participation in Federal programs, and that is the $22,500 the 
government secretary is talking about. 

Had we used that money for flour or for drugs, we would have been 
indebted to pay back about $19,000 worth of mental health funds. 

Mr. Jonas. Did you have in your budget request the $2,500 to send 
the man to the States? 

Mr. Tuomas. Correct. As I understand the entire picture, the 
commissioner of health requested that the Governor approve an ad- 
vance of $2,500 for Dr. Evans. That money the Commissioner re- 
quested that he endeavor to get from the lottery funds. 

Mr. Jonas. Did you get this written statement from Mr. Claunch 
which he has just read ? 

Mr. Tuomas. Correct. 

Mr. Jonas. Which shows the allotment? 

Mr. Tuomas. Correct. 

Mr. Jonas. Is there anything on there that says that it cannot be 
used to purchase food ? 

Mr. Tuomas. The way I am thinking, that it was a commitment 
made by the commissioner of health. We advised the Department 
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of Health, Education, and Welfare that we would receive the neces- 
sary matc +hing funds. The Governor went along one day in a con- 
ference and said he would endeavor to get us that money. And when 
that advice of allotment was made, it was natural that the Comis- 
sioner had to follow through and deposit that money in his special 
funds so he could avoid any exceptions when the Federal auditors 
come down and he is looking for the matching portion of their Fed- 
eral program funds. 

Mr. Jonas. Mr. Claunch ? 

Mr. Crauncn. Mr. Thomas has just reached for the 1957 budget 
and is reading to you from the 1957 budget. 

Mr. Tuomas. It is the same thing for 1956. 

Mr. CLauncn. Participation in Federal programs, $22,500. That 
is for the current fiscal year. We are speaking about last fiscal year. 
As a matter of fact, at a special session of the legislature I recom- 
mended to the Governor that he ask for a transfer of funds from the 
lottery fund to the health department, and I don’t believe that there 
were any strings attached to it. I can get a copy of the bill from 
the clerk of the legislature, in order to verify my thinking. 

Mr. Jonas. I would be very glad to have you send for it. Can’t 
you send for it by somebody ? 

Mr. Cuuporr. Governor Gordon ? 

Governor Gorpon. Mr. Chairman, could we get into the record 
please this matter of the flour that he did purchase. 

Mr. Jonas. Yes, I was going to ask Mr. Thomas that. 

Mr. Tuomas. Congressman Jonas, this is a very ticklish matter. 
In the month of April we advertised for our groceries, including 
flour. The bid was awarded to the Criterian Grocery. Around the 
fifth of June when the kitchen demanded flour, we went down to Mr. 
Conrad, who is the owner of that establishment, and he explained to 
us the circumstances surrounding the flour. 

We immediately checked with Mr. Bornn, who was agent, and his 
statement was a true fact of the circumstances surrounding. Mr. 
Bornn, however, promised to let us have some flour because he had 
some holding for some other merchant. He permitted us to have 
about 10 bags of flour between June 5 and June 18. We charged 
this against the contract, so we purchased flour. 

Mr. Jonas. Flour was available? 

Mr. Tuomas. It was available. Ten bags of flour were available. 

Mr. Jonas. Did that tide you over so far as flour was concerned ? 

Mr. Tuomas. I should think so. 

Mr. Jonas. Until your shipment came in ? 

Mr. Tuomas. Correct. I know this: Mr. Conrad wanted to give us 
a poor grade of flour and we decided “No.” We wanted enriched 
flour. He explained what was surrounding that. 

Mr. Jonas. Was this effort made to get this 10 bags of flour before 
this dramatic appeal went out over the radio for the people to bring in 
food ¢ 

Mr. Tuomas. Sure. We got flour on June 5; we got 5 bags on that 
date and we got 5 bags on June 18. 
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Mr. Jonas. Did you have any other food shortages at the hospital at 
that time? 

Mr. Tuomas. According to my records, all our food supplies were 
received and stored. 

Mr. Jonas. Mr. Thomas, I simply asked you if you had any shortages 
of any other food stuffs ? 

Mr. Tuomas. I don’t think I can answer that question, because as I 
said, we received all of our foodstuffs and it was stored. 

Mr. Jonas. Dr. O’Neal or does anybody know, whether there was a 
shortage of other foodstuffs ? 

Dr. O’Neau. It was my impression, sir, that the storeroom had an 
adequate supply of food. 

Mr. Jonas. We read into the record yesterday that you had pur- 
chased 1,000 pounds of suckling pigs and a lot of other meats and sup- 
plies in April, and I had understood that that was sufficient to carry 
the hospital for some time in the future ? 

Dr. O’Neau. That is what I was told at the time that I made in- 
quiries. 

Mr. Jonas. Mr. Thomas, you do not know then of any other food 
shortage except the flour shortage to which you referred ? 

Mr. Tuomas. Correct. 

Mr. Jonas. Governor Gordon, did Dr. Anduze talk to you about the 
shortage of medicine for the TB patients ? 

Governor Gorvon. He talked to me about it, yes. 

Mr. Jonas. What was the situation there from your standpoint ? 

Governor Gorpon. Well, I do not remember all of the details about 
it. I don’t think he quoted to me any particular medicine and the 
amount of the medicine that he needed. 

Mr. Jonas. Was the hospital in funds to buy other medicines at 
that particular time or along about that time? 

Governor Gorvon. As far as I knew, they had money. 

Mr. Jonas. So far as you knew? 

Governor Gorpon. We never dictate to them about how they should 
stock their medicines or keep inventories as to its use and what is on 
hand at times. I never see those papers. I assume they keep it 
though. 

Mr. Jonas. So far as you know, the $25,000 that was allocated on 
May 24 would have been available for the purchase of medicine if the 
commissioner had decided to use it for that purpose ? 

Governor Gorpon. As far as I know, he could have. I know the 
lottery fund is only available to the welfare department and the 
health department. 

Mr. Cuuporr. Governor, isn’t it true that $22,500 of that money 
came out, had to be used for the purpose of getting grants-in-aid 
from the Department of Health, Education and Welfare? 

Governor Gorpon. I would not say that it had to be used. We 
may have obligated in our grant-in-aid programs for the $22,000. 

Mr. Jonas. It did not have to be that particular $22,000" 

Governor Gorpon. Whether it had to be that particular $22,000, 
I am not able to say that. 

Mr. Cuunorr. I thought Mr. Thomas had so testified. 
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Governor Gorvon. Mr. Thomas said it was used for that. 

Mr. Jonas. And Mr. Claunch said it was available for any pur- 
pose, any legitimate and legal purpose. 

Mr. Cuuporr. It is a matter of opinion, isn’t it, Governor? You 
think it could be used and Mr. Thomas said he did not think it could 
be used, 

Governor Gorpon. The only restriction in the use of the lottery 
fund is in the law creating a lottery, and it does not designate how 
the money should be spent r other than to say it can be distributed to 
the health department and the welfare department. That is the way 
I understand it. I don’t think it designates in the law. 

Mr. Jonas. The law does not say ‘then that it has to be used to take 

care of matching funds? 

Governor Gorpon. That is my understanding. 

Mr. Cuuporr. Governor, I think that this situation bears out my 
comment that I made a little while ago, that you ought to have some 
kind of a legal officer in the Virgin Islands for the purpose of advis- 
ing not only you but the other members of the executive departments 
as to their rights and privileges under the law. I think that that is 
one thing we are going to have to talk about when we write our 
report and make our recommendations. You would not object to 
having a legal officer here, would you, Governor. 

Governor Gorpon. If you could see me spend time at night going 
over these bills with a fine tooth comb, as a lawyer myself I have 
had to do it. 

Mr. Cuuporr. And Mr. Krabach, I am sure, would not object to a 
legal officer to help him ? 

Mr. Jonas. If anything I said would be interpreted as being op- 
posed to it, I withdraw it, because I see a great need for a ‘leg: al 
officer here. You are using the United States attorney now ? 

Governor Gorpon. That is what I am doing. 

Mr. Jonas. Is that by statute or by special permission ? 

Governor Gorvon. By the Organic Act it says the United States 
attorney shall represent the Government. 

Mr. Cuuporr. I think he has got too many other things to do. 

Governor Gorpon. That is right. 

Mr. Cuuporr. There are too many other legal questions, especially 
since the organic act is in its infancy and there are a lot of questions 
that come up. 

Governor Gorpon. I only used him on opinions on bills when I 
felt some doubt in my own mind. 

Mr. Jonas. I have no other questions. 

Governor Gorvon. Mr. Chairman, you asked me to present a copy 
of this Executive Order No. 14 whereby I forbade department heads 
to appear before the finance committee of the legislature. I sent 
for it. 

Mr. Cuuporr. I thank you. 

Without objection, it will be placed in the record. 

(The information follows :) 


no 0 eaten a 


Rawat toe 


oe = 
Aaah dite = 


EA aa 


aprecne 
ie 


ois 


atest 


ITD 





ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES 
Charlotte Amalie, St. Thomas 


EXECUTIVE ORDER No. 14 


DIRECTIVE TO ALL COMMISSIONERS AND HEADS OF THE EXECUTIVE AND ADMINISTRA- 
TIVE DEPARTMENTS AND ESTABLISHMENTS OF THE GOVERNMENT OF THE VIRGIN 
ISLANDS OF THE UNITED STATES 


By virtue of the Authority vested in me by Section 11 of the Revised Organic 
Act of the Virgin Islands of the United States, P. L. 517, 83rd Congress, Chapter 
558, 2nd Session (68 Stat. 497), wherein it is provided that the Governor 
shall be responsible for the faithful execution of the laws of the Virgin Islands 
and the laws of the United States applicable in the Virgin Islands: and 

Whereas the Virgin Islands Legislature had no power or authority to create 
any committee or committees to act for the Legislature after it had adjourned 
sine die, and any such committee has no official standing or legislative func- 
tions, if any such committee shall attempt to usurp and exercise legislative 
powers which it does not possess, then such extralegal activities on its part are 
not to be countenanced and abetted by the Executive Branch of the Virgin 
Islands Government. 

Now, therefore, I, Walter A. Gordon, Governor of the Virgin Islands, do 
hereby order and direct that no Commissioner or head of any executive de- 
partment or establishment, or any of the employees of the same, shall appear 
before any Interim Committee of the Legislature, whether in response to a verbal 
or written request or summons, to answer any questions or to give information, 
or to produce any books, records, papers, or other documents pertaining to the 
administration of the Government of the Virgin Islands without my written 
approval. 

This order shall take effect July 5, 1956. 

Witness my Hand and the Seal of the Government of the Virgin Islands of 
the United States at Charlotte Amalie, St. Thomas, Virgin Islands, this 5th 
day of July 1956. 


[SEAL] WatLrter A. Gorpon, 
Governor. 
Certified a true copy : 
CHARLES K. CLAUNCH, 
Government Secretary. 
Countersigned : 


CHARLES K. CLAUNCH, 
Government Secretary. 

Mr. Jonas. I saw Dr. Anduze come in, and he has left. I wish 
he were here. 

Dr. Cuuporr. Do you want to ask him a question ? 

Mr. Jonas. No; I want him to hear me ask a question of the Gov- 
ernor. 

Governor Gordon, yesterday afternoon, Dr. Anduze, in response to 
a question I directed to him, said that the free medical service ren- 
dered to children under 21 years of age applied only to diagnosis and 
did not include hospitalization. 

Now I have seen in writing somewhere in some of the material that 
I have studied, either General Accounting Office reports or your re- 
port, I have seen it in writing somewhere, that all residents of the 
Virgin Islands under 21 years of age, as well as all schoolchildren, 
are entitled to free medical care and attention by the department of 
health, including hospitalization. 

I think the record ought to be clear on that, and, if you have the 
law spelling that out, I would like to have a reference made to it so 
we could put it in the record. 
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Governor Gorpvon. Here is the bill, bill No. 196, that was passed 
by the Ninth Municipal Council of St. Thomas and St. John on the 
29th day of January 1953. It does say that the bill expires in 1954 ex- 
cept as otherwise extended by the municipal council. 

Section 2 reads: 


No resident of the Virgin Islands shall be denied public medical care because 
of financial inability to pay the cost thereof, and no payment shall be required 
of a resident which would create a financial hardship on said residents need- 
ing or receiving such care. In such eases the necessary adjustment or cancella- 
tion of the hospital bills shall be determined by the committee on hospital fees 
hereinafter created. Infants, schoolchildren, and prisoners shall receive free 
medical care. 

Mr. Jonas. That law expired in 1954. What is the current law? 

Governor Gorpon. There is no law. There is an executive order 
made by Mr. de Castro, if I remember correctly. 

Dr. O’Nrat. Governor Alexander. 

Governor Gorvon. Setting up a fee bill. 

Mr. Jonas. Let me ask Dr. O’Neil or Mr. Thomas: What is the 
situation if a person brings a child to the pene needing hospital 
care, bed-patient care, and the parent of that child is unable to pay? 
Do you require ‘i ev for that care or do you give the medical 
care free, currently today ? 

Dr. O’Neau. The bill the Governor referred to, bill 196, which says 
infants, schoolchildren, and prisoners shall receive free medical care, 
is in effect continued, although it expired, by this Executive Order 5, 
which states : 


All fees and charges necessary for the operation of the Knud Hansen Me- 
morial Hospital and the medical services incident therto shall be determined, 
handled, and collected by the director of health and medical services— 


another title previously used for the commissioner— 


in manner and form as has heretofore been in operation, provided that such 
charges shall not exceed those made or set for similar services up to the date 
of the expiration of the fee bill which expired June 30, 1954. 

So, if they were not being charged anything then and you charge one 
penny now, you are increasing the fee, and this specifically forbids 
increasing any fees. 

Mr. Jonas. If a parent able to pay should take a child under 21 
years of age to the hospital today to have its appendix out, would 
that parent be charged for that service? 

Dr. O’Neat. Under this 

Mr. Jonas. Either you or the fiscal officer tell me would he be 
charged for the service, or would it be free? 

Mr. Tuomas. If he goes to a private doctor, he will be charged. 

Mr. Jonas. The pr ivate doctor would charge him maybe a surgery 
fee, but would the hospital charge him for the time he is in the hospital 
for food and nursing ¢ 

Mr. Tuomas. I do not think he will be charged in the hospital at all. 

Dr. O’Nrat. I hope not, sir, because this is what we follow. 

Mr. Cuuporr. Do you ever collect any kind of a fee for a child 
under 21 in the hospital? Do you know of any case of having collected 
a fee? 
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Mr. Tuomas. No. I could find out and let you know but I can’t 
remember any charges being made to any child until 21 years of age. 

Mr. Cuuporr, For any kind of treatment or diagnosis? 

Mr. Tuomas. I will find that out and let you know further. 

Mr. Jonas. If he just comes to the hospital with this appendicitis, 
he does not even have to pay a surgery bill, does he? 

Mr. Cuuporr. He goes in a ward. 

Dr. O’Neau. If he is a ward case he would not. That is my impres- 
sion, sir. I could ask the Administrator if she is still here. Do you 
have any knowledge of any fees being collected from children? 

Mrs. Heten Banrievp. A child cannot be billed under law. 

Mr. Jonas. You are the Administrator of the hospital ? 

Mr. Cuuporr. I think Mrs. Kessler says something about paying 
for her grandchild. 

Mrs. Kesster. We paid for the hospital bill. 

Mr. Cuuporr. Was a bill submitted to you? 

Mrs. Banrtevp. As far as I have been made to understand, if that 
child’s parents require special services such as a private room, then of 
course that child is billed, the parents are billed. 

Mr. Cuuporr. But a ward patient is never billed regardless of 
whether his father has a million dollars. If he wants to go in the 
ward, he has the right to get free hospital care. 

Mrs. Banrievp. That is right. 

Mr. Knox. I have this one question, Mr. Chairman. Mr. Thomas, 
I would request that you supplement the request of Mr. Jonas relative 
to the appropriation for supplies and other expenses included in the 
maintenance of the Kings Hill Home and the Hansen Home in your 
report. He has asked you for the total breakdown of employees and 
the amount that was paid. 

Mr. Tuomas. You want the total amount expended for supplies and 
other expenditures in these two areas ? 

Mr. Jonas. That is right, from 1952 on through 1956. 

(The information follows :) 


Schedule—Personnel at Hansen’s Home, July 1956 to June 1957 
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Schedule—Operational expenses, Hansen’s Home, July 1956 to February 1957 
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Schedule—Personnel of King’s Hill, July 1956 to June 1997 
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Schedule—Operational expenses, King’s Hill Home, July 1956 to February 1957 
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Mr. Cuvporr. Mr. Mollohan has a question or two. 

Mr. Mottonan. Mr. Claunch, I understand you told me a few 
moments ago that you and Mr. Thomas were in agreement about 
amounts of allocations, and dates of allocations for the year 1955-56. 

Mr. Cirauncn. That is right, sir. 

Mr. Jonas. Before you give me that may I ask a couple of other 
questions? What was the amount, Mr. Claunch, of the Governor’s 
budget as presented to the legislature or to the senate for the fiscal 
year 1955-56 ? 

Mr. Cr AUNCH. Total amount, sir? 

Mr. Jonas. Yes; of the Governor’s budget. 

Excuse me; I did not make myself clear. For public health? 

Mr. Ciauncu. $1,245,000. 

Mr. Jonas. “And what was the amount of the senate’s appr opriation ? 

Mr. Cirauncu. The senate’s appropriation was $1,303,179. 

Mr. Jonas. And what was the amount of the Governor’s—I don’t 
know exactly what language to use—acceptance of the appropriation ? 

Mr. Crauncn. The allotment to the Department of Health, the 
amount of money that they have available to spend ? 

Mr. Jonas. That is right. Now, at the beginning of the year. I 
know it was supplemented later on. 

Mr. Ciauncu. I am speaking of this fiscal year. 

Mr. Jonas. No, I want 1955-56. That is the one we have been talk- 
ing about. This $1,303,179 was 1955-56. 

Mr. Tuomas. That is 1957, I think. 

Mr. Cuauncn. That is 1957 , the present year I was speaking of. 

Mr. Jonas. These shortages that we have been talking about 
occurred in 1955-56. 

Mr. Crauncnu. Yes, sir. I am sorry that I do not have ee figures 
for 1955-56 except the actual expenditure that was made. I do know 
that the amount available for all departments was $5,013,000 for all 
departments for the fiscal year 1956, and I do know that the depart- 
ment of health received $1,245,220.25. 
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Mr. Jonas. We have had that figure before. That was for the year 
1955-56 ? 

Mr. Ciauncu. Yes, sir. I do not have the legislative appropriation 
for that year because I do not have the bill with me. i can get it. 

Mr. Jonas. Do you have that, Mr. Thomas? Can you give me the 
other information that I asked? Do you happen to know what the 
Governor’s request was for that year? 

Mr. Tuomas. The Governor’s request to the islands’ senate was 
$1.6 million. 

Mr. Jonas. $1.6 million? 

Mr. Tuomas. Correct. 

Mr. Jonas. And what was the Senate’s appropriation ? 

Mr. Tuomas. $1,457,590. 

Mr. Jonas. And then what was the Governor’s tentative allocation 
as of July 1? What did he indicate to you that you would have? 

Mr. Tuomas. All he indicated that we would have was $994,330. 

Mr. Jonas. $994,330 ? 

Mr. Tuomas. Correct. 

Mr. Jonas. That is for fiscal year 1955-56 ? 

Mr. Tuomas. Correct. That is not this administration. That was 
the last administration. 

Mr. Jonas. How is that? 

Mr. Tuomas. Not this administration, the last one. 

Mr. Jonas. This is fiscal year 1955-56. Now will you give me the 
other information I wanted, and I want it by quarters, the dates and 
the amounts of money allocated to you for the year 1955-56. 

Mr. Tuomas. July 5 they give us one-quarter allocation only of 
$241,730. 

Mr. Jonas. That is for the first quarter ? 

Mr. Tuomas. Correct. 

Further, on September 20 they gave us a similar amount. On 
March 22, 1956, they gave us $59,379.71. 

Mr. Jonas. Fifty-nine thousand and what ? 

Mr. Tuomas. $379.71. On May 24 there was a series of adjustments 
in there, and that total came to $141,511. On June 19, they gave us 
$50,000. 

Mr. Jonas. All right, Mr. Thomas. 

Mr. Tuomas. So the total was $1,245,227.71, I think. 

Mr. Jonas. That cannot total 1 million because all I can total is 
about $750,000. You gave me July 5, $211,000 plus, September 20, 
$241,000 plus, and then you jumped to March 22. You skipped 
January. 

Did you have an allocation in January at the beginning of the third 
quarter? The dates of the other allocations would suggest that that 
should have been given, along in January sometime. 

Mr. Tuomas. Here is where the error came in. September 20 they 
gave us—they advised we had $9,943.30. 

Mr. Jonas. They did not release that amount to you immediately ? 
Could you encumber that immediately ? 

Mr. Tuomas. No, just one-quarter of it we could encumber. 

Mr. Jonas. I thought that was more or less in the form of a notifica- 
tion of intent? 
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Mr. Tuomas. Correct; you are right on that. I am missing that 
one here. I could get you the information this afternoon. Most likely 
I am missing the one there that would bring it to $1 million. I will 
get you that information this afternoon. 

Mr. Jonas. Let’s refer back to this $22,500 of a moment ago that 
there was so much controversy about. Did you make or did Dr. Anduze 
make to the Governor or to the secretary, the government secretary, 
a specific request for an allotment which was to be used for matching 
funds? 

Mr. Tuomas. I am quite sure of that. The request was specific. 

Mr. MotioHan. Was it made orally or written? 

Mr. Tuomas. I think it was written. I do not know what happened. 

Mr. Cuvuporr. Let’s get rid of the $25,000 and let’s get in the record 
what really happened and let’s stop fencing with each other. I am 
going to read into the record Act No. 73 of the Legislature of the 
Virgin Islands, and this leads me to think that we have been getting 
a lot of monkey business here. 

(The document referred to is as follows :) 


ACT NO. 73 
(Bill No. 177) 
THE First LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES 
First special session—1956 


To authorize the transfer of the sum of $25,000 from the St. Thomas Virgin 
Islands lottery fund to the Department of Health 


Be it enacted by the Legislature of the Virgin Islands: 

SecTIon 1. The Governor be, and he is hereby, authorized to transfer the 
following sums from the St. Thomas Virgin Islands lottery fund to the depart- 
ment of health, for expenditure during the fiscal year July 1, 1955, to June 30, 
1956 : 

(a) The sum of $22,500 for the purpose of providing matching funds with the 
Federal grant-in-aid appropriation for health purposes. 

(vb) The sum of $2,500, to be used as a grant to Dr. Melvin Evans for ad- 
vanced studies. 

Thus passed by the Legislature of the Virgin Islands on February 1, 1956. 

Witness our hands and the seal of the Legislature of the Virgin Islands this 
2d day of February A. D. 1956. 

JORGE RODRIGUEZ, 
Legislative Secretary. 
WALTER I. M. HopeGe, 
President. 

The above bill is hereby sanctioned and approved. 

Witness my hand and the seal of the government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, V. I., this 9th day of February 
A. D. 1956. 


[SEAL] WaLtTerR A. GorDON, Governor. 

This is a bill that was passed in February and we were talking about 
June and everything else. Everything in the record now I am sus- 
picious of. 

Mr. CLrauncnu. I stand corrected. 

Mr. THomas. Allocation of funds were made in June. That is what 


happened even though it was passed at that date, allocation of funds 
were made May 24. 
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Mr. Motionan. Mr. Claunch, this $25,000 that has been specifically 
referred to here time after time was allocated by your office to fulfill 
the appropriation made by the Senate in bill No. 73? 

Mr. Ciauncn. Yes, sir. It is not recorded here and it should 
have been. 

Mr. Motionan. For this specifie purpose? 

Mr. Ciauncn. For that specific purpose. I stand corrected. 

Mr. Motionman. That is all. 

Mr. Cuvuporr. Mr. Thomas, I would just like to complete the record 
by asking you one question. Will you tell us a little bit about your 
backgr ound so that we know your qualifications to be the fiscal officer ? 

Mr. Tuomas. I have really no background to talk about. I went to 
school, to the Lincoln School here and quit the Lincoln School in 1935 
and took some advanced studies with ICS and the American School 
in La Salle. But I have had an awful lot of experience in working 
with the Government. I have worked for years. 

Mr. Cuuporr. When did you start to work for the Virgin Islands 
government ? 

Mr. Tuomas. Maybe in 1936-37. 

Mr. Cuuporr. What kind of a position did you have then? 

Mr. Tuomas. I started as a messenger in those days and then L 
went all the way up to clerk, to bookkeeper in the accounting section 
— I went to the States and I worked with a firm by the name of 

J. Fox in Boston, returned in 1946 and worked with Duncan Ross, 
Lita, until 1949, and then in 1950, I think I started working with the 
health department. 

Mr. Cuuporr. Did you become fiscal officer in 1950? 

Mr. THomas. No, no. We combined both functions, I think, 
1955. 

Mr. Cuuporr. It is not unusual for a native of the Virgin Islands 
to start as a messenger and go up the scale until he gets a more respon- 
sible position. 

Isn’t it true that Governor de Castro started in the Virgin Islands 
government as a messenger in the health department ? 

Mr. Tostas. I don’t know really. I know he started in sanitation 
but I do not know what he started as. 

Mr. Cuuporr. We are going to recess for lunch, but before we do we 
still have at least six more witnesses to hear and I was just wondering 
whether we could get some agreement in the subcommittee as to limit- 
ing time. 

I thought maybe the fair way to handle this would be to let each 
witness have a half hour, 10 minutes to present a statement if he cares 
to and 20 minutes for the subcommittee to examine him and then we 
would be sure to reach everybody. 

Without objection then we will recess until 1:45 and all witnesses 
from now on will have one-half hour to present testimony, 10 minutes 
to present a statement if they have one and 20 minutes to answer 
questions. 

If there are no statements, the committee will take a half hour for 
each witness to answer questions, and we will try to get everybody 
that wants to be heard because we must conclude the hearings late this 
afternoon or some time this evening. 
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Mr. Cuvuporr. The subcommittee is now recessed until 1:45 p. m. 
(Whereupon, at 12:45 p. m., the subcommittee was recessed, to 
reconvene at 1: 45 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. I would like to offer for the record at this time a 
communication from Roy W. Bornn, commissioner of social welfare, 
the government of the Virgin Islands, setting forth his request that 
we look into the public assistance grants given by the Government 
of the United States to the government of the Virgin Islands, more 
particularly setting forth that the Virgin Islands “does not get the 
same treatment as the States in the United States, together ‘with a 
statement by Dr. Roy W. Bornn, commissioner of social welfare, to 
the Senate Finance Committee of bs Government of the United 
States to the application of H. R. 7225 in the Virgin Islands, and 
certain resolution known as Resolation: 20, bill No. 168, First Legis- 
lature of the Virgin Islands. 

Without objection, let these documents be placed in subcommittee 
files. 

Mr. Cuvupvorr. Mr. Reuben Wheatley? 

Mr. Jonas. Before he starts, may I suggest that when you opened 
the hearings at St. Croix, you made a preliminary statement and in 
that statement you referred to the memorandum report you made last 
\pril, was it? 

Mr. Cucporr. Yes. 

Mr. Jonas. And I think you said then you proposed to put it in 
the record. I am just wondering if that is not something also that 
should be in the appendix. 

Mr. Cuuporr. Without objection, let the memorandum that was 
prepared by the statf of the subcommittee——- 

Mr. Jonas. It should be item 1 in the appendix. 

Mr. Cuuporr. Be listed as item 1 in the appendix. That memo- 
randum was given to each member of the subcommittee in April of 
last year. 

Mr. Peruman. March of last year, sir. 

Mr. Cuvuporr. I think you have the only known copy. 

Mr. Perpman. We would like to have that back. It is our only 
copy. 

(Off the record.) 

Mr. Cuuporr. Mr. Reporter, I would like to correct the record. 
Where I said “March of last year” I mean March of this year, March 
1956, 

Mr. Wheatley, we are forced, in order to give everybody an oppor- 
tunity to be heard, to limit your presentation to a half hour. Ten 
minutes is to be given to you to make a statement if you care to, and 
then 20 minutes will be used by members of the committee to be equally 
divided, one-half to the majority members and one-half to the mi- 
nority members. 

Of course if either side has any time left, we will yield it back to the 


side that needs it. Would you please identify yourself for the record 
and then proceed ? 
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STATEMENT OF REUBEN WHEATLEY, HEAD OF THE TAX DIVISION, 
DEPARTMENT OF FINANCE, VIRGIN ISLANDS 


Mr. Wueatiey. My name is Reuben Wheatley, head of the tax 
division, department of finance. 

Mr. Cuuporr. Mr. Wheatley, would you give us a little bit of your 
background for the record, please ? 

Mr. Wueattey. I was educated in the schools of the Virgin Islands 
through the high school. Upon graduation I went into the Army of 
the United States and served as administrative master sergeant, came 
out and entered Ryder College in Trenton, N. J., where I graduated 
with bachelor of science degree in commerce, and I majored in public 
accounting. 

I returned to the islands after graduation and after appointment by 
the Governor of the Virgin Islands as head of the tax diviaion, I re- 
turned to Washington for orientation in the Internal Revenue Service. 
I have had subsequent courses with the Internal Revenue Service in 
taxation, auditing procedures, etc. I have been working since 1951 
with the government of the Virgin Islands in this capacity. 

Mr. Cuuporr. Do you have a statement you would like to make? 

Mr. Wueattey. No, Mr. Chairman. I have no prepared statement. 
I think maybe I might refer to the statement I presented to the com- 
mittee last year. 

In that statement we outlined the work of the tax division since I 
have been in charge of the division, to the point where we ran into 
situations during the fiscal year 1955. I think the only problem we 
really had that we pointed out that had not been taken to our satis- 
faction was the personnel situation. 

We have requested many times additional personnel and equipment. 
We never received all of what we have asked for, and during fiscal 
year 1955 we are placed at a special disadvantage in that certain func- 
tions were transferred to the office of the tax division without addi- 
tional personnel, although the General Accounting Office auditors and 
Internal Revenue personnel from the United States who had been here 
before had stated many times in their reports that we are inadequately 
staffed. 

Mr. Cuvporr. Mr. Wheatley, in order to clear up the record, you say 
we requested. Who do you mean by “we” and who did you request 
it of ? 

Mr. Wueatiey. We made a request from the tax division to the 
commissioner of finance. 

Mr. Cuuporr. When you say “we,” you mean you personally ? 

Mr. Wueattey. I have made numerous requests in writing and in 
conferences with the commissioner of finance and other officials of the 
Government. 

Mr. CuuporFr. Do you have any copies of those letters ? 

Mr. Wueattey. Yes, I do. 

Mr. Cuvuporr. Could we have them for the record ? 

(The letters follow :) 
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GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
DEPARTMENT OF FINANCE, 


Charlotte Amalie, St. Thomas, December 5, 1955. 
Memorandum 


To: Acting Commissioner of Finance. 
From: Head, Tax Division. 


Recommendations relative to proposed new tax legislation were submitted 
informally by separate report. The following items represent our immediate 
needs in the tax division : 

1. Personnel is the biggest problem we have. 

(a) The administrative assistant should be paid at least $4,800 per year (pres- 
ent salary $4,000 per year), otherwise we will not be able to attract anyone 
capable of doing the work. This position is important because the head of the 
division is the chief examining officer and with other administrative work finds 
it physically impossible to give necessary attention to interpretations and current 
legal changes as they oecur. Also, there should be someone of this caliber who 
would assume his responsibilities in the absence of the head of the division. 

(b) In the absence of tax legislation providing for self-assessment, we will need 
another deputy collector I (salary $2,640 per annum). 

(ec) We need two clerk-typists II. We have only one clerk-stenographer em- 
ployed in the St. Thomas office to do all of the clerical work of the income tax, 
trade, and excise tax and real property tax activities. 

(d@) We need a deputy collector II (salary $3,600 per annum) for the St. Croix 
office. We should have someone capable to supervise the employees and activities 
of the tax division and conduct some examinations of business records. 

The six employees of the division in St. Croix are females. We should have at 
least two male employees in the division, and will probably have to arrange to 
obtain them by transfer from another department. 

2. Our next biggest need is for more working space and better lighting. The 
quarters we now occupy are ideally located and would be adequate if the United 
States Treasury Department office were located elsewhere. The lights we need 
have been estimated to cost $225. 

3. It is desirable but not absolutely necessary that we have a vehicle for the 
exclusive use of the division in St. Thomas, but we need to have a vehicle at 
our disposal in St. Croix at all times. 

4. The following items of equipment are needed: 


1 steel cabinet (approximately )_.-__-_--_~_ 7 2 imide erereaia naleemanaaneaneeanst paciie $100 
2 Remington Rand printing calculators (10 key) (approximately) —---~~- 1, 000 
G SRGCr Cee Welt BPE ..! 2 como oe tonne tcl lee ies ia ae geek ee 150 
4 4-drawer filing cabinet (with locks) _.___-__ Jobnet. L ih eS 396 
S| Re ee eee ee meen eee err i evi me es eee ed Be 300 
}) WREGR 1 GURNEE aici rien. dddes ck Besmae ctdaidtilinntiin bb itnlodeticet 246 


This represents our present needs for the tax division in St. Thomas and St 
Croix but does not necessarily represent our final needs. We will have to 
reexamine these on the basis of our experience with any new tax legislation 
enaeted into law. 

REUBEN B. WHEATLEY, 
Head, Tax Division. 





GOVERN MENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
DEPARTMENT OF FINANCE, TAx DIVISION, 


Charlotte Amalie, St. Thomas, September 12, 1955. 
Memorandum. 


To: Commissioner of Finance. 
From: Head, Tax Division. 
Subject: Annual report. 


Jarly in the fiscal year, the Governor moved to place responsibility for col- 
lection and enforcement of all tax laws in one department of the government 
of the Virgin Islands. The work of the income tax division in St. Croix was 
transferred to St. Thomas first; then in January 1955 the Governor issued an 
executive order which provided for the establishment of a tax division in the 
department of finance. This centralization of the tax work in one division should 
result in greater efficiency. If this was not evident in the work of the division 
during the past fiscal year a number of other factors were responsible. 
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The enactment of a new organic act for the Virgin Islands and the passage of 
the Internal Revenue Code of 1954 created many administrative problems for 
the office, and considerable time was spent in answering inquiries from lawyers 
and accountants (especially) here and in the United States. Answering in- 
quiries of this nature requires a lot of time and concentrated effort, and inas- 
much as the head of the division (the only examining officer employed in the 
division) was away in the United States attending a 2% month training session 
for internal revenue agents, relatively few field examinations and business audits 
were conducted during the year. As a result of this, plus the fact that we lost 
a deputy collector early in the fiscal year, deficiency assessments were only ap- 
proximately $5,000 from audit of 81 cases as compared to approximately $60,000 
from audit of 155 cases the previous year. 

yenerally, the work of the division continued to show progress although 
perhaps not as marked as in the year before. There were approximately 10 
percent more withholding agents collecting and reporting, and in excess of 10 
percent more estimated taxpayers than in the previous year. Income-tax collec- 
tions increased to $1,059,631.01, compared to $912,967.06 for the previous year; 
and this amount reflected only a portion of the tax assessed as a direct result of 
the revised organic act. For 6 months of 1954, many individuals who are now 
liable to the Virgin Islands for income tax, paid certain of these amounts to the 
Treasury of the United States on 1954 estimated tax, so that approximately 
$160,000 is due to be returned for proper payment to the Virgin Islands for 1954 
income tax. Necessary arrangements for transfer of these funds were made with 
the United States Internal Revenue Service, and the amounts should be received 
atanearly date. One of the deputy collectors resigned his position, and inasmuch 
as there were no applicants for the position, we were forced to reduce our field 
enforcement almost completely. Even so, the amount of tax outstanding June 
30, 1955, remained at the same ratio to collections as in the previous year. 

During the last month of the fiscal year, an administrative assistant was added 
to the staff of the division. The addition will help a great deal, but in order to do 
a really effective job at least two deputies, qualified to audit and examine business 
records, should be added to the staff. The salary offered for the position must be 
adequate, considering the requirements of the job. 

REUBEN B. WHEATLEY. 


GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
DEPARTMENT OF FINANCE, TAx DIVISION, 
Charlotte Amalie, St. Thomas, May 23, 1955. 
Memorandum to: Commissioner of Finance. 
From: Head, tax division. 


The tax division is quite obviously one of the most important agencies of our 
government, and everything possible should be done to enhance the efficiency and 
effectiveness of the division. Without pious modesty we can point with pride to 
the work we have achieved and the respect of the majority of our taxpayers (and 
others concerned) that we gained during the past few years. Perhaps, that which 
we can be most proud about is the fact that most people believe our approach to 
all problems is always objective, practical, and reasonable. 

It has never been easy for us, however. Somehow, the people who can help us 
most refuse to see the work of the division in true perspective and would consider 
the division just another office with a number of routine problems. I appre- 
ciate the fact that there are regulations which must be adhered to; but, in my 
opinion, administrative policy must be flexible enough to permit every opportunity 
for efficiency and economy. If one should examine the policies we have followed, 
he would observe that everything we have done was without “favoritism” and in 
the best interest of efficiency and economy. Yet, we find that, whenever we 
request personnel or reasonable salaries for our employees, we are brushed aside 
with a lot of light doubletalk and discussion that is aimed to prove the opinions 
of other people who are not at all familiar with the problems and requirements 
incidental to the work of the division. 

Internal revenue work is work of a specialized nature (and some individuals 
working in the tax division should be designated as specialists of one class or 
another). Relatively little of it resolves itself into routine work; it requires 
thought and initiative. We will never find people to do the work effectively and 
efficiently, and with interest, unless we are willing to pay salaries commensurate 
with our requirements. In the past, we demonstrated our abilitv to get a lot 
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of work done, with reasonable effectiveness, in spite of the fact that we never 
had an “adequate” staff to work with. Since assuming responsibility for St. 
Croix taxpayers, and considering the added problems arising out of application 
of certain provisions of our revised organic act, we find ourselves in need of 
additional personnel; and these new people must be qualified by formal training 
or experience to assume responsibility for a lot of the work that rests with 
the head of the division. This is the only way that we can operate the division 
with efficiency. If, last year, when we were operating on a much smaller scale 
and our requirements were less we could not recruit new personnel because the 
salaries offered were unattractive, what, then, can we expect now that our re- 
quirements are higher? 

I am appealing to you to call upon the individuals concerned to look upon the 
needs of the tax division with more vision and understanding, and accept our 
views more sympathetically, in the interest of better service to taxpayers. We 
know that we are operating less effectively than we did 1 year ago; we know the 


areas of our weaknesses, and we have ideas about how to remedy them, but we 
must have help. 


Revusen B. WHEATLEY. 
P. S—I will be perhaps presumptuous and suggest that it might be a good 
idea to discuss our division—the work required, personnel needs, salaries, etc.— 
with Mr. Gillis, the United States internal revenue agent. He has been close 


enough to our work during the past 2 years to appreciate our needs, and should 
be able to offer constructive suggestions. 


Mr. Wueattey. I could get them. I have not got all of them here 
with me now. 

Mr. Cuvporr. Did you ever get a reply to those letters? 

Mr. Wuerarttey. Well, the commissioner of finance and I, we have 
discussed it many times, and there is one that I have here now that I 
made in December of 1955, December 5, 1955, to the commissioner 
of finance. I remember December 27, I believe, he called me in and 
we discussed it before he made his final recommendations to the 
Governor on December 29, 1955. 

Mr. Cuvporr. Do you mean the contents of the letter of December 
26, 1955, concerning your department, you discussed with him before 
he submitted that letter to the Governor ? 

Mr. Wueattey. That is correct. As a matter of fact, we had cer- 
tain administrative problems before, and we had disagreements within 
the executive department as to my requirements in the tax division, 
and after a number of conferences the government secretary requested 
that I resubmit these recommendations in wr iting to the commissioner 
of finance, which I did December 5. These were incorporated in letter 
of the commissioner of finance to the Governor, December 29. 

Mr. Cuuporr. 1955? 

Mr. Wueatiey. 1955. 

Mr. Cuvporr. And you have never been given any 
sonnel ? ; 

Mr. Wueatiey. I think of 4 additional people that we requested 
at a total salary outlay of about $15,000, we received 2 additional peo- 
ple who were clerks and who were paid less than $5,000 between the 
2 of them. 

Mr. Cuuporr. What you are telling us today is that, if you could get 
the additional qualified personnel that you have requested, you would 
be able to collect more taxes, and as a result of that the government of 
the Virgin Islands would get more money. 

Mr. Wueatiey. That is very correct. I can say so from experience, 
really, rather than just making an arbitrary estimate of what we 
might do, because over a period of years, when we had additional per- 
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sonnel, we had less functions and more people for the number of tax- 
payers we were servicing; we were collecting much more money, rela- 
tively, and much more additional taxes, unreported taxes. 

Mr. Cuuporr. Mr. Lanigan, I can give you 4 minutes. 

Mr. Lanigan. Would you briefly give us a breakdown of the office, 
what you have to do with trained personnel which you have at present, 
and what you feel you need, to do the job ddatuately ¢ 

Mr. Wueattey. Presently we are perhaps mostly concerned with 
internal revenue. The Federal Income Tax Code is administered by 
the office of tax division. We have about, perhaps, 4,000 taxpayers 
who are now reporting to the office. We feel that that amount should 
be closer to 6,000 or 7,000. 

We have had to confine our activities, as far as income taxpayers are 
concerned, to what we might call the more productive functions of the 
office. We have had to forget about a lot of what you might refer to 
as academic things in the law, acadamic requirements of the law. 

In addition to the income tax function, we have the local business 
tax functions, excise and gross receipts tax. We have a collection of 

roperty taxes that are assessed by the tax assessor’s office. We 
1ave enforcement of the business license law. I think maybe that 
covers it. 

Mr. Lanican. How well are you able to collect those taxes now and 
how well do you think you could do and how much personnel do you 
think you would need to do the job properly ? 

Mr. WuHeatiey. We requested a minimum of 4 people, 1 of which 
would be an assistant. I have had no assistant in the office. Asa re- 
sult I have lost my vacation time of a year. I have been required to 
work nights, Saturdays, and Sundays. 

Mr. Laniean. Are you the only trained professional tax person in 
the office ? 

Mr. Wueattey. That is right. We should have an assistant. 
Presently I do all of the legal research myself. I have been fortunate 
in that even when we work up cases with the larger corporations, we 
have won deficiency cases against them. 

However, I think that is good fortune, because I am not a trained 
lawyer. We need legal assistance. We need a person for the St. 
Croix office to head up the operations on St. Croix. We have no one 
at all in the St. Croix office and I am forced to run the activities of 
the tax division on that island from this office here. 

Mr. Lanicgan. You do not have anyone in St. Croix to do tax work, 
is that right? 

Mr. Wueatiry. We have 4 people, clerks who are engaged entirely 
in the local business tax functions. No one who is trained or who is 
assigned to the income tax functions. 

Mr. Lanican. These positions that you have asked for, the four 
po would they necessitate any increase in the budget that you 

ave for this year or would they be filled within the budget that 
you have? 

Mr. Wueatiey. We received of the 4 people that we asked for, 
we received 2 people who accounted for $5,000 to $15,000 that we 
asked for. Two clerks are doing mostly control work and are not 
really contributing to any new function of the office. 

Mr. Laniean. Do you know whether the department of finance 
has the funds to hire the other two people that you want? 
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Mr. Wueattry. I believe they have funds to hire one on St. Croix, 
but there is another fundamental problem we have in the tax divi- 
sion. The personnel are all poorly paid, and so we can’t attract anyone 
to work. For example, 3 years ago, while I was in Washington with 
the Internal Revenue Service, I interested a young attorney in coming 
down here to work for us on the promise of a couple of the people in 
the executive department that we would be able to pay that individual 
$4,000 to work as my assistant in doing legal research. 

He came down to the islands and when they appointed him, they 
appointed him at only $4,000. A month afterwards we had a 10- 
percent reduction in pay which cut his salary to $3,600. Consequently 
he left the office, and we have been without assistance ever since. 
Until we can correct that basic situation, we still won’t be able to hire 
people to do technical work in the tax division. 

Mr. Lanican. Have you made any estimate as to the cash amount 
of additional taxes you believe you could collect if you had the force 
for which you have asked ? 

Mr. Wueattey. I think maybe, Mr. Lanigan, I might answer that 
more from experience. In fiscal year 1954, when we were handling 
the Federal income taxes only, we had four people assigned to the tax 
division and I had more time to do audit work, we collected approxi- 
mately $60,000 unreported tax. 

The following year we transferred all of these other functions into 
the office without the additional personnel that we needed, whereas 
some of the other functions were being effected in the other divisions 
with four people; for example, before they were transferred to my 
office, we received only one person to handle that function. 

Consequently many of our activities suffered in the office, and I was 
required to do a lot of additional work, a lot of additional administra- 
tive work and could do hardly any audit work, and our additional 
taxes that year went down to about $16,000 to $20,000. 

Mr. Cuuporr. Mr. Lanigan, your time has expired but I will yield 
you 5 minutes. 

Mr. Lanican. I have just one more question. You say down to 
$16,000? 

Mr. Wuerattey. We picked up only $16,000 in that year. In the 
following fiscal year we picked up only about $5,000. This year we 
have received 2 clerks but even so, the 2 clerks have helped considerably 
and to date this fiscal year we have picked up $20,000 in unreported 
taxes. I have about $20,000 more in final reports to be written up. 

Mr. Lanican. It is your opinion then that having the people to 
check the returns who know how to do their business will more than 
pay for them ? 

Mr. Wueattey. From the experience here I do not think we need to 
even guess it. I think that from experience it proves that we can pick 
up considerably more than it would cost for the personnel. 

Mr. Cuvuporr. Any questions, Mr. Mollohan? Any questions, Mr. 
Knox? 

Mr. Knox. I yield to Mr. Jonas. 

Mr. Jonas. I have one or two. How long have you been the tax 
collector ? 

Mr. Wueatiry. Here? 

Mr. Jonas. Yes. 
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Mr. Wueattiey. I have been since August of 1951. 

Mr. Jonas. It has not always operated this way. Under the old 
organization plan before the new organic act, you had a separate 
office at St. Croix and one at St. Thomas? 

Mr. Wueatiey. That is right. 

Mr. Jonas. Since the new act came into effect, all collections are 
concentrated under your supervision as an official in the Department 
of Finance? 

Mr. Wueatuey. That is right. 

Mr. Jonas. How would a person in St. Croix, for example, pay his 
tax? Would he mail it in to you or is there an office? 

Mr. Wueattey. There is a department, an office of the Department 
of Finance on St. Croix, and we receive most of our returns here, and 
we do send a man over to the St. Croix office during the tax season. 
Most of the returns are mailed to this office. We do receive returns 
in the St. Croix office. 

Mr. Jonas. What do you mean when you say “We do send a man 
over to St. Croix.” I thought you said you did not have any man in 
your office ? 

Mr. Wueatiey. We do have 10 people working for the Tax Division 
on St. Thomas. It is not to our advantage to send a man to St. Croix 
most of the time because most of the work is concentrated in the 
Division on St. Thomas. liowever, during an emergency period, we 
can send a man to St. Croix. 

Mr. Jonas. You are the head of the Department? 

Mr. Wueatiry. The head of the Tax Division. 

Mr. Jonas. I mean the Division in the Department. You have 
nine people working under you ? 

Mr. Wueat ey. That is right. 

Mr. Jonas. And your 10 people do all of the tax collecting, and the 
audit work of the income tax returns? 

Mr. Wueatiey. That is correct. 

Mr. Jonas. How many income tax returns do you have annually 
from the islands? 

Mr. Wueart ey. Presently we receive about 4,000. We estimate 
we should receive between 6,000 and 7,000. 

Mr. Jonas. About 4,000? How many do audit work of the 10 
in the department ? 

Mr. Wueatiey. Presently there are 2 people doing audit work, 
but I might qualify that by saying that 1 individual has been with 
the division only about 1 years, and he is qualified to do only certain 
types of audits. 

Mr. Jonas. Can you give us a breakdown of the delinquencies ? 

Mr. Wueattey. What type of delinquencies? 

Mr. Jonas. Tax delinquencies. 

Mr. Wueatiry. Do you want them in collection? 

Mr. Jonas. Yes, collections. 

Mr. Wueattey. Filing returns or what? 

Mr. Jonas. No; I mean people who are delinquent in the payment 
of taxes that you know are due, say on real property, and a breakdown 
of delinquencies that are known to exist ? 

Mr. Wnueattey. Let me take the income tax first. For income 
taxes we have approximately $50,000 delinquent now. Of that $50,000, 
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$30,000 is due from individuals who are residents of the Virgin 
Islands and $20,000 is due from.people who left at various times dur- 
ing various yet irs. 

Mr. Jonas. Without paying ? 

Mr. Wueattey. Without paying. 

Mr. Jonas. And they are on your books now as assessments that 
have been made and have not been paid 

Mr. Wueattey. That is right. 

Mr. Jonas. Of course, you would not have the authority to collect 
those assessments. You would have to turn that over to the United 
States attorney, wouldn’t you? 

Mr. WuHeat.ey. No. 

Mr. Jonas. You have the power to collect but you can’t enforce 
payment through the courts? 

Mr. Wueatiry. No. We referred several cases to the United States 
attorney and he told us, according to his interpretation of the Internal 
Revenue Code, we had original jurisdiction in collecting these moneys, 
and until we had gone through all of our several procedures, he 
would not take action. 

Mr. Jonas. You have to issue a notice ? 

Mr. Wueatiry. That is right. 

Mr. Jonas. File a lien and go through the various administrative 
steps ¢ 

Mr. Wueatiey. We collect by this procedure. 

Mr. Jonas. Your office handles all of those things? 

Mr. Wueat.ey. That is correct. 

Mr. Jonas. Those administrative acts? 

Mr. Wueattey. That is right. 

Mr. Jonas. When you finally fail after having exhausted all of 
your administrative remedies, you turn the matter over ? 

Mr. Wueat.ey. To the United States attorney. 

Mr. Jonas. How do you collect your. delinquent taxes on real 
estate ? 

Mr. Wueattey. Real estate properties are seized and sold. We 
collect the same way they do income tax. 

Mr. Jonas. What has your record been in tax foreclosure ? 

Mr. Wumat ey. I can’t answer that, in that the function has only 
been in my office for 2 years now. This is the second season. The last 
season I do not believe we have had to effect maybe more than 2 or 3 
sales. We have foreclosed, we do foreclose. As a matter of fact we 
are going through procedures now for foreclosures under present 
assessment. 

Mr. Jonas. What would you say the rate of delinquencies is in real- 
estate taxes? 

Mr. Wueattey. That is a question I think we might qualify. The 
Jaw is very open. One of the recommendations I made and one of the 
things I stated in my statement to the committee last year was that 
that entire law should be studied, reviewed as to rewriting it, because 
the procedures for paying are so lax. You have 6 months after the 
assessment period before the tax actually can be collected by fore- 
closure. 


Mr. Jonas. You don’t have anything to do with making tax as- 
sessments? 
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Mr. Wueattey. No, we do not. 

Mr. Jonas. You merely collect the taxes ? 

Mr. Wuerattey. We collect the taxes. 

Mr. Jonas. You feel that if you had more people in your office un- 
der your direction, you could collect more taxes? 

Mr. Wueattey. I am positive. 

Mr. MinsHatit. How many more people do you feel you need to 
conduct an efficient office ? 

Mr. Wueattey. Presently I think I need at least 3 people, 3 addi- 
tional people presently. 

Mr. MinsHari. What kind of people do you need, auditors? 

Mr. Wueattiey. We need at least 2 auditors, at least 2 people who 
are qualified to audit. 

Mr. Minsuwatt, In other words, people who can check out the re- 
turns that come in? 

Mr. Wneattey. That is correct. However why I say I can answer 
that conditionally, since we handle so many functions in a small office, 
many of us are required to do very many things. I do not think you 
would find a similar sitwation in any internal revenue office in the 
United States. I handle the administrative or the audit functions. 
Here in this office we handle a number of functions and we use our 
personnel to advantage, too, so that I can’t just say that we would have 
an effective force if we had so many people unless we know what the 
laws are which we have to work with. 

Mr. Mrinsua.t. One other question and then I am through. Do 
you feel you need the services of a full-time taw adviser, law director, 
or legal adviser in your office? 

Mr. Wueattey. I think we should havé someone on the staff as 
assistant who would be trained and qualified as either an attorney 
or an accountant who can dedicate themselves completely to handling 
certain phases of the work. Before I had so many administrative 
duties to perform, I handled all my own legal research for any tax 
cases. As I said, we won all of our cases with some of the larger cor- 
porations and their lawyers and their accountants.. J feel anyone 
qualified as an accountant or lawyer could handle any of these tax 
-ases, if he is trained in tax work. 

Mr. Mrinsnaux. Thank you very much. That is all I have. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. How much time do we have left? 

Mr. Cuuporr. We have about 10 minutes left. 

Mr. Knox. I will reserve the balance of the time. 

Mr. Jonas. May I ask one question. 

Mr. Cuvporr. Surely. I just want to ask one question, too. 

Mr. Jonas. I know comparisons are sometimes meaningless. I 
would not offer this as any criterion at all, but I am just interested in 
the procedures in your office and the personnel you have. 

It just so happens that I live in a county the population of which is 
about 25,000 and we have 1 municipality of 5,600 and the others are 
smaller. Three people collect all of the taxes that are collected by the 
municipality and by the county. I do not know that they do a good 
job. 

Maybe a lot of taxes go uncollected, but I think there is more to 
it than merely adding personnel, unless you have got a real problem 
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that you are losing a lot of taxes, the mere addition of 2 or 3 people 
to the staff would not necessarily mean that you would collect more 
taxes, would it? 

Mr. Wueattey. I might answer that in several ways. In the first 
place, for the income-tax function we try to follow as closely as pos- 
sible to the procedures set up by the Internal Revenue Service of the 
United States. They have a decentralized system wherein many of 
the functions are not performed in any of the individual offices. They 
are performed in Washington, some of the records are maintained 
in Kansas City or in various other offices. We do all of that here in 
this one division, so it requires more people. 

As far as the local taxes are concerned, I just made the statement 
that several of the laws need to be analyzed and studied and amended 
in certain ways. If that is done, I think we might be able to effect 
certain changes in our requirements. 

Mr. Knox. I have a question. 

Mr. Wheatley, what penalties are invoked on the local level for the 
failure to comply with the tax laws as far as assessments on property 
are concerned ? 

Mr. Wueattey. Pardon me; will you repeat that question? I did 
not quite get it. 

Mr. Knox. What penalties are invoked in case of failure to pay 
the local taxes when they are due? 

Mr. Wueattey. One section of the business law provides that the 
courts can take action for failure to comply with the law and charge 
the individual with a misdemeanor. You can take several actions 
against an individual for failure to file. We have another law which 
provides for arbitrary assessments and, after the arbitrary assess- 
ment is made, we can go through with all of the collection procedures 
just as if a person had filed a return. 

Mr. Knox. In other words, if a piece of property is assessed and 
there is a $25 tax payment due on the property and it is not paid 
within the required time as specified in the law, you cannot add a 
certain percentage as a penalty against that property / 

Mr. Wueattey. We have penalties and interest. 

Mr. Knox. That is what I asked you. What are your penalties? 

Mr. Wueattey. There are two types of penalties, Mr. Knox. You 
have criminal penalties and 

Mr. Knox. Let’s stay away from the courts. Tell me what the 
penalties are that are involved by your office ? 

Mr. Wueatiey. We have an ad valorem penalty; we have a per- 
centage penalty and interest. 

Mr. Knox. What is the percentage that you add ? 

Mr. Wueattey. For property taxes it is one-half percent a month. 

Mr. Knox. One-half percent a month? 

Mr. Wueatiey. That is right. For the other taxes, the local busi- 
ness taxes, presently it is 5 percent a month without limitation. 

Mr. Knox. Five percent for the first month. 

Mr. Wueat ey. Five percent a month without limitation. It is 
cumulative. 

Mr. Knox. Does that not assist you in the collection of your taxes ? 

Mr. Wueattey. It does, but that, too, is relative. I mean, if a 
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fellow is in business and he is making 50 percent profit on an item, 
he does not mind paying a 5-percent penalty. 

Mr. Knox. I thought your one-half percent a month was rather a 
stiff penalty. 

Mr. Wuzattey. I do not believe it is prohibitive, Mr. Knox. 

Mr. Knox. That is all I have, Mr. Chairman. 

Mr. Cuuporr. I just was interested in hearing you say that there 
are about 4,000 people filing Federal income-tax returns in the Vi irgin 
Tslands. 

Mr. Wueattey. That is right. 

Mr. Cuuporr. You think there ought to be about 7,000‘ 

Mr. Wuerat ey. I would say perhaps 6,000 to 7 ,000. 

Mr. Cuvporr. What is the reason that these people failed to file 
tax returns / 

Mr. Wueat.ey. One is a question of education. Very many peo- 
ple, before I got in the office here, very many people had the idea 
that if you were not required to pay a tax you were not required to 
file a return. 

Consequently, many people who earned maybe $1,800 and have 6 
dependents would not file a return. We have very many cases of that 
nature. We have explored them when we have time to do so, but 
I like to confine my work as much as possible to productive units, 
so rather than go into these academic returns and have a person file 
a return because he should, we forget about it. 

Mr. Cuuporr. You have a duty not only collecting Federal income 
tax but real estate and general business taxes. Is that right? 

Mr. Wueattey. That is right. 

Mr. Cuuporr. So you have multiple duties? And you, therefore, 
feel that you need some additional personnel that they probably w ould 
not need elsewhere. Have you ever requested or made suggestions 
or written to the executive department of the government suggesting 
new local tax laws? 

Mr. Wueat ey. No; we have not. I think we have made recom- 
mendations or the tax division has made recommendations to the 
commissioner of finance for changes in present laws, and I think on 
several occasions, in our conferences and discussions, we have sug- 
gested changes in some of the other laws that we feel have something 
to do with revenues also. 

Mr. Cuvuporr. When you say “suggested changes,” do you mean 
suggested 

Mr. Wueattey. Certain amendments. 

Mr. Cuuporr. I mean suggested amendments as to procedure or 
suggested amendments as to increasing or decreasing tax? 

Mr. Wueattey. We have made recommendations to decrease or in- 
crease taxes. 

Mr. Cuuporr. Has any action ever been taken on your recom- 
mendations ? 

Mr. Wueat ey. The last time we made recommendations some of 
them were incorporated into the bill the Governor submitted to the 
legislature. 

Mr. Cuuporr. So that you do have some new taxes levied at the 
first session of the Virgin Islands Legislature ? 

Mr. Wueattey. I don’t believe that they are new (axes. They are 
taxes that were in effect before the change. 
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Mr. Cuvuporr. And you have established new procedures for levy- 
ing, taxing, and collecting? 

Mr. Wueattey. That is right. 

Mr. Cuuporr. I have no further questions. Does anybody have 
any further questions? 

Mr. Jonas. Just one. Have you even been asked to testify before 
the finance committee of the legislature on tax problems? 

Mr. Wunatiey. We have been asked several times. We have been 
asked, together with the commissioner of finance. 

Mr. Jonas. You have appeared before the committee? 

Mr. Wueatiey. That is right. 

Mr. Jonas. Have you discussed this problem with the finance com- 
mittee, the need for additional personnel ? 

Mr. Wueattey. We have discussed the need, and, as a matter of 
fact, we have received the approval. They have authorized addi- 
tional personnel on several occasions. 

Mr. Jonas. That is how you got up to 10? 

Mr. Wueattey. That is correct. 

Mr. Jonas. You did not always have 10? 

Mr. Wueat.ey. That is correct. Before we had the income-tax 
function only, we received authorization for additional personnel from 
the legislature, and, since that time, we have received additional 
personnel. 

Mr. Jonas. There is a regular procedure by which you can make 
your wishes and your recommendations known both to the executive 
and the legislative branches of the government ? 

Mr. Wueatiey. That is correct. 

Mr. Jonas. That is all I have. 

Mr. Cuuporr. Any further questions? Thank you, Mr. Wheatley. 

Mr. Daniel Ambrose? Would you come forward, please? Do you 
wish to testify before this committee ? 


STATEMENT OF DANIEL W. AMBROSE, PRESIDENT, DEMOCRATIC 
CLUB OF ST. THOMAS, AND SECRETARY-TREASURER, INSULAR 
DEMOCRATIC CLUB 


Mr. Amprose. No, sir; I had another matter which was supposed 
to have been the first order of business Monday on the office of the 
comptroller which was the carryover from the other committee, but 
I had not desired any matter coming before this committee other 
than that one subject. 

Mr. Cuuporr. You say this is on the question of the comptroller? 
You can come up at this time and tell us about the comptroller, Mr. 
Ambrose. Would you identify yourself? 

Mr. Amprosr. Daniel W. Ambrose, president of the Democratic 
Club of St. Thomas and secretary-treasurer to the Insular Democratic 
Club. 

This was one of the matters presented to the Committee on Interior 
and Insular Affairs last year, and in the hearing last week, we had 
also expressed ourselves in that connection as a part of the doc»ment 
which we were to present to the committee. 

When the committee reached section 17, I believe it is, they passed 
that subject over to this committee, and it was supposed to have been 
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the first order of business on Monday morning. But for other rea- 
sons we did not get into it. 

Mr. Cuuporr. Mr. Ambrose, we devoted considerable time with 
Mr. Krabach on the question of the comptroller of the Virgin Islands. 
We have, I guess, several hundred pages of testimony on that so we 
certainly did get into it. 

Mr. Amprosr. I mean that morning, and I was here again yesterday 
morning. 

Mr. Cuuporr. What are your thoughts on that section of the act, 
Mr. Ambrose ? 

Mr. Amprose. Our position last year and again this year was not 
necessarily any curtailment in the authority of that officer except 
that our recommendation was that the office of comptroller be abol- 
ished and that the office of auditor be restored. 

Senate 2321, 2322, and 2323, the one prepared by the chamber of 
commerce, another by the Interior Department and another by the 
legislative assembly and several bills before that had all provided 
for an auditor. 

Of course, we had an auditor before amendment of the revision 
of the 1936 act. Our position was that the appointment of that office 
should be placed in the office of the Governor, to whom he would be 
answerable and not in the office of the Interior Secretary. 

We are unable to say how and when the idea of the government 
comptroller entered into the enactment of Public Law 517. Senate 
3378, which was the committee report on the subject of revision of 
the organic act contained that provision, but like a number of others, 
it does not seem that it had been mentioned or had shown up any- 
where else. 

So our position as an organization was that the office should be 
appointive by the Governor to whom that officer would be answerable 
here in the islands, and not by the Secretary of the Interior as provided 
in Public Law 517. 

Mr. Cuuporr. Why do you think that is preferable to having the 
comptroller ? 

Mr. Amprose. This localizés it more than the other one, which, of 
course, seems to cause considerable feeling in removing from the 
islands the decision and determination in a number of matters, placing 
it in Washington and in the hands of officials far removed from the 
Virgin Islands. 

Mr. Cuuporr. If you had an auditor instead of a comptroller, he 
would have to have the same personnel as the comptroller ? 

Mr. Amprose. I was not arguing that point. 

Mr. Cuvporr. In other words, it would not be any cheaper except 
he would have a different name and somebody else would appoint him. 
Is that your idea ? 

Mr. Amprose. Yes. That was our idea. We did not go into the 
matter of the number of persons needed nor the amount of money 
needed. 

Whatever is needed to do an efficient job, of course, should be pro- 
vided. That is our position. But we were not going intothis. This 
developed here during the hearing, and it was the first explanation 
that we had ever heard as to why it was needed and the number of 
personnel necessary was doubled. I heard that yesterday. 
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Mr. Cuuporr. Mr. Ambrose, one of the objections to having a comp- 
troller in the Virgin Islands, 1 have ree | it said, it amounts to a 
situation where the Interior ‘Department is auditing itself. If you 
had the situation where an auditor was appointed by the Governor, 

you would have the auditor auditing the government of the Vi irgin 
Islands which would be the same as the government auditing itself? 

Mr. Ampross. I would not think that would follow through all the 
way. The auditor, if you would go back to those three bills that I 
mentioned, you will see there that the duties are virtually the same in 
that outline of all three of those bills, and since the main function 
of the office at the outset was to determine the amount of local revenue 
to form the basis for matching funds, then our group feels that that 
ofticer should be here on the scene and that he can best, of course, dis- 
charge the functions of the office if he is here in the Virgin Islands and 
answerable to the Governor, who again, as we stressed before in rela- 
tion to some other matters, is an appointee of the President of the 
United States and, of course, he is answerable to the Secretary of the 
Interior under whose supervision the whole affairs of the government 
of the Virgin Islands operate. 

Mr. Cuuporr. How would you feel if the Congress of the United 
States abolished the office of the comptroller of the Virgin Islands and 
then substituted therefor the General Accounting Office to do the 
audit and to certify the amount of matching funds? 

Mr. Amprose. According to the hearing here yesterday, what was 
developed would not seem to me to be objectionable on that point. 
The only thing is, of course, that it is seriously handicapping the fune- 
tioning of the Government because of the difficulties arising over 
certification of the funds that form the basis for matching. 

Mr. Cuuporr. I think you will agree that the General “Accounting 
Office would be an outside independent disinterested agency, and cer- 
tainly they would have no reason to either favor the Government or 
favor the Interior Department or favor anybody. 

Mr. Amprose. It seems that they are, of course, more experienced 
and they have a wider background in such matters. Certainly they 
would not enter into the possible discord that has arisen in relation to 
this office here and the feeling that is existent in the community over 
the absentee aspect of it, that is the controlling official who is in Wash- 
ington, and who does not know or I believe that he knows best what the 
situation locally is. So I do not believe that there would be an ob- 
jection. 

As Mr. Ottley was saying yesterday, if the General Accounting 
Office or Comptroller’s office had a detail on occasions, even if the 
money came out of the matching funds to pay for it to do the job. 
Now, we were not interested as I told you in the difficulties or discord 
that developed here over that. We were interested merely in repre- 
senting to the Interior and Insular Affairs Committee our position 
that that was an office which should be in the organic act answerable 
to the Governor locally, appointed by him, as either one of those three 
bills previously provided. 


Mr. Cuuporr. Mr. Ambrose, can you get for the committee a copy 
of each one of those three bills? 


Mr. Amprose. Yes; I had them but I did not bring them down. 
Mr. Cuuporr. Mr. Lanigan, any questions # 
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Mr. Laniean. No; I have no questions. 

Mr. Cuuporr. Mr. Mollohan ? 

Mr. Knox? 

Mr. Knox. Mr. Ambrose, what difference would there be in the 
operation of the comptroller’s office if the GAO had full jurisdiction 
instead of the Interior Department, if the GAO employed the present 
comptroller and a staff and left them here ? 

You would not expect the GAO to send a staff of people down here 
for a period of 6 to 9 months and then pull them back for 3 months, 
would you, in doing the auditing? 

Mr. Amprose. I am not, Mr. Knox, interested in that phase of it. 
As I said, my presentation on the point was before the Interior and 
Insular Affairs Committee. It did not involve this angle at all. But 
I would still say, in answer to that, that I believe the thing that creates 
feeling here is this very fact of creating offices with the ultimate 
authority outside the Virgin Islands, 

Now that is local which, of course, you may not appreciate because 
of the fact that you are not living in the community. But the people 
who live here actually chafe under the condition where various officers 
with wide authority are named to these offices who are outside of the 
Virgin Islands and who are not always well versed in the local situa- 
tion. So that is the feeling that pervades the community. 

Mr. Knox. Mr. Ambrose, have the people of the Virgin Islands 
been informed or are they cognizant of the fact that the Federal Gov- 
ernment, the United States Government, is paying better than 80 
percent of the total operations of the Virgin Islands through the 
form of grants-in-aid, matching funds, and income tax that is returned 
to the islands? 

Mr. Amprose. I think they are being advised of that. 

Mr. Knox. You think they are? 

Mr. Amprose. Yes. We had quite a campaign here, when all parties 
dealt fairly extensively with the number of problems confronting 
the islands. 

Mr. Knox. As an example, I, as a Member of Congress elected from 
the State of Michigan, have a solemn obligation to perform in the 
protection of the people of the State of Michigan in the expenditure 
of their funds that are being used here in the Virgin Islands, have I 
not ? 

Mr. Amprose. That is right, sir. 

Mr. Kwox. And I feel that we can best guard our interests by hav- 
ing a comptroller here on the island that has full jurisdiction over 
the auditing of all of the funds that are Federal funds and the type 
of funds that are set forth by the local government that we match. 

That is my position, and I would hate to think that the people of 
the Virgin Islands would think that I should not have an interest in 
the protection of the people that are actually paying the tax bill, in 
order to help the Virgin Islands improve their economy. 

Mr. Amprose. I believe that goes into the old question of Federal- 
State relations, of course. The many funds created by the Congress 
of the United States and extended to States invariably result in resist - 
ance on the part of the recipients against what they regard as Fed- 
eral controls. That is true, I believe, in virtually all of the major aid 
programs. 
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Education, for instance. That is the basis of a great part of the 
opposition to the Federal-aid program in education, because you think 
the Federal Government is going to control it, that they must control 
it because of the investment in these huge funds. And if that is to 
be, of course, the position taken by the Congress, that you must have 
Federal controls, then of course it is possibly justified, at least to that 
extent, that the local people would feel a sense of resistance to the 
domination by the Felle ‘al authorities. 

Mr. Knox. I think you use a relatively broad term when you say 
“domination.” 

Mr. Amprosr. What is that? 

Mr. Knox. I think you use rather a broad term when you use the 
word “domination.” I do not think the Federal Government is domi- 
nating over the Virgin Islands. I think they are doing everything 
possible to assist the Virgin Islands in building their economy so they 
may some day have their independence. 

Mr. Amprose. J drew the allusion of course to the States. I said 
it was similar to the situation where the people of the States them- 
selves resist certain Federal-aid funds for the reason that they feel 
that the Federal Government wants to control it after that, and I 
certainly know that that is true in regard to Federal aid to education. 
And I said that here they possibly feel the same way. I do not say 
they would resist to the extent of having such funds denied them, any 
more than all the States clamor as much as they can for Federal aid 
in various areas. But invaribly that question arises as to whether or 
not the Federal Government is going to dominate, exercise possibly 
undue control or any large measure of control which they feel is an 
infringement upon their local rights. 

Mr. Minsuati. Mr. Ambrose, you mentioned a program that you 
were attempting to educate the people as to the source of the money 
that they were getting from the Federal Government. What type of 
a program is that? 

Mr. Amprosz, Well, as I mentioned, Mr. Minshall, having to do 
with the campaign. 

Mr. MinsHaty. What kind of a campaign was it? 

Mr. Amprose. The political campaign leading up to the election. 

Mr. Mrnsuatz. What did you do, get up on a soap box? 

Mr. Amprose. Lectures everywhere. 

Mr. Mrinsnatu. I have talked to a good many natives here on the 
island, and in my humble opinion, your campaign has fallen far short 
of the goal because they have no knowledge of where the money is 
coming from that runs these islands. I think the Congress should be 
made aware of that. 

Mr. Amprose. I would not agree with that. Those you talked to 
may not have, but I think a lot of them have. 

Mr. Mrnswatu. I have talked to hundreds since I have been here. 

Mr. Amprose. I have lived here for 6 years and I know what type 
of campaign we carried on. We attempt to advise them of develop- 
ments through press, in the square, over the radio. We are constantly 
calling attention to these developments. We have had considerable 
agitation for something more than a year over the present organic act 
and how it operates. ‘There has been 2 great deal in the press and over 
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the radio about double “i” funds, single “i” funds and all other kinds 
of operations. 

Mr. Mrnsnatt. I think the feeling is well exemplified by the hos- 
tility that is shown toward the present administration and to the 
comptroller. It has been evidenced right here in this room. 

Mr. Amprose. I am not interested in that at all. We have not 
engaged in personalities and we have not operated on that. basis. 
Our campaigns are pitched on principle, and I believe that we have 
adhered to that. Where an individual of course comes into the range 
of fire, of course he may feel the effects of it. But it certainly has 
nothing to do with the individual as such. 

Mr. Jonas. Do we have any more time? 

Mh. Cuuporr. You still have until 3 o’clock, 13 minutes. 

Mr. Jonas. I would like to ask Mr. Ambrose a question. I am very 
much interested in your suggestion that you think that if the appoint- 
ment should be made by the Governor it might resolve some of the 
animosities that develop because of the reasons you have outlined. 

Mr Amprose. Yes. 

Mr. Jonas. Of course, one thing I think you have overlooked is the 
fact that the comptroller in this case was appointed in such a way 
as to take him out of the control of the Department of the Interior. 
He was given a 10-year term and cannot be removed except for cause. 
That appointment is similar to the appointment by the President: of 
the United States of the Comptroller General. He was given a fixed 
period of appointment, and could not be reappointed at the expiration 
of his term of service. Similarly the comptroller in this instance 
cannot be reappointed. 

Now, if you eliminate those safeguards, and those are safeguards 
that were created to try and make this office as independent from influ- 
ence from within the Department as it was possible to do, if there is 
anything lacking there I think it is a personality problem because I 
do not see how stronger language could have been employed in the 
act. 

Mr. Amprose. Congressman, I think if you would refer to the meas- 
ures I cite, the auditor there provided is also for a fixed time and 
ineligible I believe for reappointment. It was 6 years in that case. 

Mr. Jonas. You mean 

Mr. Amprose. In the bills I referred to, providing for an auditor. 

Mr. Jonas. I would not care whether it be called an auditor or 
comptroller. I do not think that makes a great deal of difference. 
It is the powers that he enjoys that is important. But I do not think 
if you had an appointment—if the procedure provided for the ap- 
pointment by the Governor—you could not have a term of 10 years 
because the Governor serves at the will of the President, and I do not 
think you could have that safeguard around an appointment by the 
Governor. 

Mr. Amprose. The President does not serve for 10 years. The Sec- 
retary of the Interior necessarily—he may serve for 10 years. So the 
Governor’s term would not matter. That is true of all these appointive 
offices that have definite and fixed terms. It is not conditioned on the 
individual who makes the appointment. It is duration. 

Mr. Jonas. That might eliminate the objection that I saw in it. 
However, it seems rather anomalous to give the power of appoint- 
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ment to an appointive official himself, the power of appointment 
which exceeds his own term of office. aoe 

Mr. Amerose. Well, the Secretary of the Interior is an appointive 
official. 

Mr. Jonas. But he does not appoint the Governor. 

Mr. Amprose. He appoints the comptroller though. 

Mr. Jonas. He is the representative of the President when he does 
that. 

Mr. Amprose. The Governor is his representative in matters here. 
He is an appointive officer. 

Mr. Jonas. I think there is another fundamental objection to your 
suggestion as I have gathered from the comments made here. There 
is just as much objection to an appointive Governor as there is to a 
comptroller ; isn’t that true ? 

Mr. Amprose. That is true, I would say, but I still think that when 
there are added positions, all of them go to make up the sum total of 
the points of irritation. 

Now, of course, they are advocating, as you know if you sat last week 
and heard, they are advocating an elective Governor. Well, we, of 
course, would feel then that with that would come a reorganization 
of the entire executive branch of the local government; that might 
solve those problems. 

Mr. Jonas. If the time ever comes when the Governor is elected, I 
think your point would certainly be stronger at that time, but so long 
as the Governor remains an appointive official, I doubt if he should be 
given the power of appointment of the auditor or comptroller, what- 
ever you call him. I doubt if that would satisfy the objections of 
the people who have objected to the present arrangement. 

Mr. Amprose. This 1s the first time in this act that it has been pro- 
vided that appointees of the Governor should serve only during his 
time. Heretofore when the Governor appointed a man if he served at 
his will and pleasure and a successor came in and did not remove him, 
he continued to serve. But the present act, I believe, does say, at 
least the executive orders implementing it state that the appointee 
shall serve during the incumbency of the Governor by interim appoint- 
ment; and, of course, it adds until his successor is appointed and 
qualified. 

Mr. Jonas. That just gives the successor Governor the opportunity 
to start out with a clean slate. 

Mr. Amprose. A clean slate; yes, sir. 

Mr. Jonas. Have you discovered any evidence that there is any 
resentment or feeling on the part of the members of the legislature 
that the comptroller has exceeded his authority by eliminating certain 
proposed expenditures, or stepped on their toes or matters of that sort ? 

Mr. Amprose. I could not say personally. I would not be able to 
answer that. In the community, of course, as you read newspapers, 
articles, editorials, as you hear addresses on the radio, you might 
gather an opinion respecting such things. But it would not be solidly 
based, in my opinion, so I don’t believe that I could answer that to 
any effect. 

Mr. Jonas. Of course, the legislature in one session cut the comp- 
troller’s salary $1,500 and decided to give him half of the amount of 
money that he asked to run the department. There was some intima- 
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tion that there were some personalities involved, or at least some 
feeling. 

Mr. Amprose. I have not been close enough to that. 

Mr. Jonas. To comment on it ? 

Mr. Amprose. To that situation, to express an opinion on it. 

Mr. Jonas. That is all. 

Mr. Cuuporr. No further questions? Thank you, Mr. Ambrose. 

Mrs. Clarise Bryan Smith ? 

Mrs. Smith, would you please identify yourself for the reporter and 
give usa little bit about your background. 


STATEMENT OF MRS. CLARISE BRYAN SMITH, TAX ASSESSOR AND 
RECORDER OF DEEDS, VIRGIN ISLANDS 


Mrs. Surru. I am Clarise Bryan Smith, tax assessor and recorder of 
deeds. I am chief of the bureau of assessment and recording which 
is a part of the division of property which is a part of the department 
of insular affairs. 

Mr. Cuuporr. Give us a little bit about your background. 

Mrs. Smiru. I was educated in St. Thomas in the grade schools 
through high school. I attended Howard University in Washington 
from 1940 to 1943. I graduated with a bachelor of arts degree in 
government. 

Then I came home and taught in the high school, taught economics. 
I think I taught mathematics too. I went to Columbia University 
Law School for 2 years. Then I came back home and taught in high 
school. Then I went back to Howard University and finished law 
there in 1949. In 1949 I came home and worked as a clerk for the 
housing authority which was not yet set up, but needed somebody to do 
the legwork so we could get the approval for the money to build. As 
soon as we got the money to build, I was named assistant to the execu- 
tive director of the authority. 

A year later I lost that job and became tax assessor for the Virgin 
Islands under Governor de Castro. I have been tax assessor and 
warehouse inspector, tax assessor and water commissioner, tax as- 
sessor and recorder of deeds. 

Mr. Cuuporr. Mrs. Smith, are you a member of the bar of the 
Virgin Islands? 

Mrs. Smiru. Yes, I am a member of the bar of the Virgin Islands. 
T have been for 6 years. I was vice president once and I am a member 
of the American Bar Association, a member of the International Fed- 
eration of Women Lawyers. I am a member of the National Associa- 
tion of Assessing Officers. I am regional chairman for the Virgin 
Islands. 

Mr. Cuvuporr. Mrs. Smith, do you have a statement you would like 
to make for the committee? 

Mrs. Smiru. No; I had not prepared a statement because I did not 
know exactly what you wanted to know, but I can tell you what the 
office does. 

Mr. Cuvuporr. Would you tell us generally what your office does, 
and also whether or not you feel that the present tax-assessing sys- 
tem of the islands is a good and equitable one, and whether or not you 
feel it requires any improvement, and your recommendations for the 
improvement. 











ACTIVITIES OF VIRGIN ISLANDS GOVERNMEN'I 375 


Mrs. Smiru. That is a $64,000 one. 

Mr. Cuvuporr. That is what we are here for. We have come a long 
way. 

Mrs. Smiru. Well, we have seven members on the staff between here 
and St. Croix, a deputy tax assessor in St. Croix with 2 clerks, and I 
have 3 clerks. We assess, evaluate, and levy property taxes on all 
three islands. 

We also record all documents of any importance that are submitted 
to the government for recording purposes—mortgages, deeds, birth 
certificates—anything that is brought in for recording we handle in 
the recording office. 

That is a twofold duty. We operate both at the same time. We 
do not collect the taxes after we have made the bills and sent them 
out. That is the end of our responsibility as far as taxes is concerned. 
We do not collect the recording fees. We merely record and send 
the bill out. 

The finance department does the collection end of it. I think that is 
what we do. Oh, we sometimes have to certify whether under the 
cistern loan—we have a cistern-loan program so that when the people 
who are too poor to build their own cisterns apply for a loan to the 
government we have to go out and certify that that is a practical place 
to put a cistern. 

Mr. Cuuporr. How often do you reassess real estate for tax 
purposes ¢ 

Mrs. Smirx. Since I have been in we have reassessed every 4+ years, 
and this year, this past year, 1955, we carried out reassessment pro- 
gram on land only. 

You can appreciate that since I am the only fieldman, it is pretty 
difficult for me to see every building in St. Thomas. That is the 
second part of your question. You asked me whether I thought the 
assessment program for the Virgin Islands was adequate. 

No; I do not think it is adequate. I think it could be vastly im- 
proved if we had some of the things that almost any assessor has. We 
do not have any tax maps. A tax map is not just an ordimary topo- 
graphic map. It is a map in which each property is placed where 
it belongs and identified, and all its dimensions put in vane the build- 
ng placed where it is so that you can identify it, anybody can identify 
it, whether you know it personally or a stranger wants to look at it. 

W e do not have a tax map. There have been several efforts in 
the past to get us a tax map. In fact, I went all the way to the 
Geodetic Survey Office at one time and asked him to give me a tax 
map. He thought I was crazy. . 

“No; we can’t give you a tax mi ip” but he gave mea topographic 
map which they had just finished. They did an area survey of St. 
Thomas and he said, “Perhaps you can use it; you can 
a little money.” Therein lie all my problems. 

Mr. Cuvuporr. Have you ever asked the Governor or the legislature 
to appropriate enough money to get a proper mapmaking official to 
prepare a tax map for you? 

Mrs. Smirn. Well, I have been asking for 6 vears. [Every year I 
ask, and sometimes I get a very encouraging answer. During the 
Alexander administration—— . 
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Mr. Cuuporr. You get answers but you don’t get maps? 

Mrs. Smiru. It isatrend. At least they are hstening to me. Dur- 
ing the Alexander administration, we were going to let a contract for 
$40,000, I think. They had two experts come down and start the 
program anyhow, but Governor Alexander resigned and the contract 
was rescinded. That is the last time I heard about that. 

I did mention it to Mr. Claunch during the budget hearings this 
time, and he looked up the figures and some firm quoted $75,000, so 
he said, “Put $75,000 in your budget.” 

Well, you know how that looked. We normally get about $24,000 
a year for between here and St. Croix. To put $75,000 in would 
make it look like I was crazy. They took that right out, so we still 
do not have a tax map. 

Mr. Cuuporr. When you assess buildings for tax purposes, do you 
use the normal method of assessing, that is, cubing the building? 

Mrs. Smiru. No; we do not, because we do not have anybody to 
collect the statistics. We take quite a stab at it, and what we use is 
an approximate cost; it has to be approximate, because it varies from 
year to year. It is going up so fast this year I do not know how 
I am ever going to catch up with it. Building costs have increased 
so much. 

We use a replacement-cost figure minus a certain depreciation, 
which we arrive at independently each year, and it generally satisfies 
the taxpayer. 

Mr. C'ruvorr. You have all happy taxpayers in the Virgin Islands? 

Mrs. Saitu. Oh, no, no; especially this year we don’t have happy 
taxpayers, because the cost of land in St. Thomas over the last 4 years 
has increased at such a fantastic rate that the people who own it 
cannot believe it until they sell it; as long as they own it, it is not 
worth anything, and as a consequence, even though I set up what I 
thought was a very careful scientific approach to the problem and 
did a complete reeevaluation of all land, everybody thought I was 
psychiatric. 

Mr. Cuuporr. Mrs. Smith, I believe that you said that in addition 
to being the tax assessor you are also the recorder of deeds, and that 
it is your duty to record all documents required to be recorded in 
accordance with the law ? 

Mrs. Smirn. Yes. 

Mr. Cuvuvorr. You said that you just accepted the documents for 
recording purposes and you did not collect the fees; that some other 
organization collected the fees ? 

Mrs. Smirn. The finance department. 

Mr. Cuvporr. What do you do, prepare a memorandum and send 
it to the finance department ? 

Mrs. Smrru. We prepare the bills and we send the original to the 
person, whose document is recorded, and copies to the finance depart- 
ment. 

Mr. Cuvporr. You mean to tell me I can record a deed down here 
without paying for it in advance ? 

Mrs. Swrrn. Yes. 

Mr. Cuvuporr. Don’t you think that that is bad practice ? 

Mrs. Smrru. No: because sometimes you do not know what the fee 
is going to be until after it is recorded. 
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Mr. Cuvpvorr. Isn’t there a legal fee, so much a page? 

Mrs. Smirn. Yes; there is, but it depends on what type of docu- 
ment you are presenting. Then we have a system, especially in the 
case of deeds, whereby it has to go to the public-works department 
to be entered in the public surveyor’s books. 

If your survey or your boundary descriptions are out of date, if 
they need revising of some sort, then they have to go into a survey, 
which means your fee may be different from what you normally 
expect. 

Mr. Cuuporr. Don’t you have a recorder of deeds fee bill which 
is passed by the legislature ? 

Mrs. Smirn. Yes, we do. What I am saying is the bill you get 
finally contains the recorder’s fees and the public works’ fees, too. 

Mr. Cuvporr. Do you collect most of that money ? 

Mrs. SmirH. Oh, yes; otherwise they do not get the deed back. 

Mr. Cuvuporr. You have a lien on it for the fee? 

Mrs. Sarr. That is right. 

Mr. Cuuporr. You have to have a clearance from the finance de- 
partment that the fee has been paid. Otherwise you won’t give them 
the paper ? 

Mrs. Smiru. I do it the easy way. I send the deeds to the finance 
department. If they get rid of it, that is their problem. 

Mr. Cuvuporr. Do you have any questions, Mr. Lanigan ? 

Mr. Laniean. Yes; I have a few questions about the reassessment 
program that you mentioned you have this year. How did this reas- 
sessment program start? Were you instructed by some superior? 

Mrs. Suiru. The strange thing is that the tax law for the Virgin 
Islands, the real property tax law, is a congressional act. It is Public 
Law 616 of the 74th Congress, and under that law the tax rate is 
fixed, 114 percent. 

We cannot charge any more until it is amended. The regulations 
under which my office operates were prescribed by the President of 
the United States, so I do not have any way of varying it. I have 
to do exactly what it says. 

Mr. Cuvuporr. I would not worry about the rate just so you have 
control over the assessment. That takes care of an increase in rate. 

Mrs. Smiru. So the only way you can ever increase real property 
taxes here is for your valuations to change, unless you change the 

rate; and since the rate is a fixed rate—in some municipalities the 
rate varies from year to year, but here since we have a fixed rate, if 
your valuations do not go up, you never get any more taxes. 

Mr. Jonas. Will you yield there? Does the law not say, “shall not 
exceed one and a quarter”? Does it absolutely fix it at one and a 
quarter? I thought that was the maximum. 

Mrs. Smiru. I can look it up, but I think it fixes it at one and a 
quarter. 

Mr. Jonas. That wasa very poor policy. 

Mrs. Smrru. No; there was a reason there. Historically, land used 
to be taxed at different rates, depending on what type of land it was 
under the Danish regime at one time. Some people did not pay any 
taxes at all, and the rate varied according to what type of land you 
owned. So when this law was passed, to make sure everybody paid 
taxes at the same rate, the Congress made it 114 percent. 
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Mr. Cuuporr. Do you have a copy of the public law ? 

Mrs. Smirn. Yes. 

Mr. Cuuporr. 1 wonder if you could let us have a copy to put in 
the record. 

Mrs. Smiru. I don’t have an extra copy. 

Mr. Cuuporr. Will you just give us the number? 

Mrs. Surru. Yes; I will give you the number. 

Mr. Cuvuporr. We will get it in the House document room and put 
it in the record ourselves. 

Mrs. Smirn. Public Law No. 616+ of the 74th Congress, H. R. 
8287, an act to establish and assess valuation of real property tax of 
the Virgin Islands of the United States. 

Mr. Cuuporr. Without objection, if that act is still in print, would 
you get a copy and put it in the record? If it is not, please get some- 
body to make a copy of it. 

Mr. Jonas. Put it in the appendix. 

Mr. Cuuporr. In the appendix of the record. 

(See appendix C, p. 824.) 

Mrs. Smirn. As I was saying, since this is a Federal law, the regu- 
lations describe exactly what procedure I have to go through; and it 
squeezes my assessment from -January to March. [ have got to scurry 
madly around and get them all done between January 15 -and the end 
of March. 

Well, you can appreciate with one person doing all the fieldwork 
how terrific that is. Here comes March 31, and I have to stay up 
all night. With the reassessment program at the present time, since 
the tax roll has now grown to proportions where no one person could 
possibly do it all, I can’t do a complete reassessment unless I get some 
extra help or unless I get some aids like a tax map. 

It means—well, look out! I have to be all over that. I started 
out with a sales analy sis which I i imagine is the way any tax assessor— 
at least that is the way I under stand from other tax assessors in the 
States. You start out with a sales analysis so that you can find out 
what is the current market value of land, and the current market value 
of land in the various Virgin Islands has grown over the past 4 years 
in hundreds of percentages. 

Where land was selling for $50 or $100 an acre, it is now selling 
for $2,500 to $6,000. The result was, since I geared my program to 
a percentage of the market value, it considerably increased land 
values. 

Mr. Jonas. May I ask a question at that point ? 

Would it bother you ? 

Mrs. Smrru. No, sir. 

Mr. Jonas. I am afraid I might forget it. You don’t mean to tell 
me that vou have the authority under the law to reassess property for 
taxes yourself ? 

Mrs. Sarria. Yes; I do. 

Mr. Jonas. That is too much authority for one person to have. 

Mrs. Smirx. Well, let me show you how I am controlled. Iam very 
well controlled. I am adequately controlled. In the first place, I 
can’t proceed until the government secretary, who is the official respon- 
sible for setting the policy, tells me to. If he says reassess, I reassess. 





1 Act May 26, 1936; 49 Stat. 1872: 48 U. S. C. 1401 et seq. 


Tm 


fr 


in 
th 


re 


V 
hi 


ma A © fF 4 





ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 379 


If he says sit down, I sit down. I do not doa thing until the govern- 
ment secretary orders me to meve. 

Mr. JON as. But you can go out and change John Smith’s assessment 
from $ 5,000 to $10,000 ? 

Mrs. Suiru. Ihave. 

Mr. Cuuporr. John Smith van appeal. 

Mr. Jonas. I know he can appeal, but he has to affirmatively appeal 
in order to have that reviewed ? 

Mrs. Surry. Yes. If he does not appeal, then that is his tax. But 
they appeal. 

Mr. Paeiaes: That is what happens in Philadelphia. The tax 
assessor assesses my home, and if I don’t like it I go to the board of 
revision of taxes. 

Mr. Jonas. What I was getting at was a little more than that. 
What happens in my State, people come in and return their own prop- 
erty for taxes during the month of January. Does that not happen 
here / 

Mrs. Smiru. Well, they may, but they very seldom do. 

Mr. Jonas. If they do not, the tax authorities simply carry it for- 
ward, keep the property on "the books, and then they look into the 
matter? 

Mrs. Smiru. We have a provision that they may do that. They 
may come in and tell how much they think it is worth, and give me all 
the information. I can accept that valuation if I want to. 

Mr. Jonas. I thought you meant that periodically, whenever the 
secretary directs you to do so, you have the right to go around the 
entire island and arbitrarily change valuations? 

Mrs. Smiru. Not arbitrarily. I have to have some justification. 

Mr. Jonas. I mean of your own notion to do it. 

Mrs. Smirn. Yes. 

Mr. Jonas. And that is final unless the individual 

Mrs. Smira. Appeals to the board of tax review. 

Mr. Jonas. Actually you do not reassess it. You just assess it 
annually; isthat right ? 

Mrs. Smiru. That is right. 

Mr. Jonas. You do not reassess any property, because when you 
come to a reassessed property—that would be property delinquent in 
taxes—and you put it back on the tax rolls the next year and put a re- 
assessment on it. You actually put an assessment on it annually as to 
what the worth of that property is, in your opinion, as taxable for that 
ensuing year ? 

Mrs. Smiru. That is right. 

Mr. Jonas. Now what is the total valuation, assessment valuation, 
on the island today ; on St. Thomas? 

Mrs. Sairn. I can give you all the figures if you would like, for St. 
Thomas and St. Croix. Do you want them separately ? 

Mr. Jonas. Let’s take one example. 

Mrs. Smiru. St. John is the easiest one, because Mr. Rockefeller 
owns most of it now. 

Mr. Jonas. How is that? 

Mrs. Sairn. I say St. John is the easiest one because Mr. Rocke- 
feller owns most of it now. 

Mr. Jonas. Let’s use St. Thomas. 
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Mrs. Smiru. St. Thomas, the total assessed value is $10,924,123.77. 

Mr. Jonas. Is that all real estate ? 

Mrs. Smiru. Yes, that is all real estate, that is land and buildings. 

Mr. Jonas. Is there any personal tax? 

Mrs. Smriru. No, there is no personal property tax. 

Mr. Jonas. No personal property tax? 

Mrs. Smiru. There is a license fee on automobiles, but we do not 
collect that. 

Mr. Jonas. Is that included ? 

Mrs. Smiru. We do not collect that. Mr. Wheatley does. 

Mr. Jonas. This is real-estate assessments that are levied by your 
office for the purpose of raising revenue for the local unit of govern- 
ment ? 

Mrs. Smiru. That is right. 

Mr. Jonas. You mean no taxes on household goods? 

Mrs. Sairrn. No. Radios and so forth, no. 

Mr. Jonas. What about intangibles, stocks and bonds ? 

Mrs. Smitru. No tax on those either. 

Mr. Knox. According to your statements, the increased value of 
land in the past 4 years, I would be inclined to believe that this assess- 
ment that you have put on is very lenient ? 

Mrs. Smrru. That is the way I feel about it, but I seem to be in the 
minority. 

Mr. Knox. You seem to be in the minority ? 

Mr. Cuuporr. You are in the same boat with the rest of the tax 
collectors. 

Mr. Knox. Let’s take for an example Bluebeard’s Castle. Have you 
the assessment on that? 

Mrs. Smiru. I could not tell you offhand because if I carried all of 
them around in my mind, I could not tell you. I can tell you the Virgin 
Isle Hotel offhand because I had business with them. 

Mr. Knox. Yes. 

Mrs. Soirn. It is $1,800,000. 

Mr. Kwox. $1,800,000. 

Mrs. Smrru. And the best figures that we had, it was constructed 
at a cost of almost $3 million. 

Mr. Kwox. And that would be about 55 percent of the true cash 
value? 

Mrs. Smiru. Now, they have tax exemption, that is they pay $1 
a year so that it is not such a death blow, but they will eventually have 
to pay taxes on the hotel 10 years from the date on which they got 
exemption, but by that time, it will have depreciated. So if I put 
it too low at the beginning by the time it depreciated they would not 
have to pay any tax at all. 

Mr. Kwox. You say it will be depreciated. Ifthe values of property 
continue to be on the rise, would it still depreciate? 

Mrs. Smiru. The building would, I imagine. 

Mr. Kwox. I know, but do you assess that way or do you assess on 
the market value? 

Mrs. Smitu. I assess land on the market value. 

Mr. Kwox. If the building, say for instance the hotel 





Mrs. Smrru. I assess buildings on the theory of replacement costs, 
what it would cost to replace this building, less depreciation. 
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Mr. Cuuporr. That is the fallacy of the replacement cost instead of 
cubing. If you cube, you do not have to worry about the depreciation. 

Mrs. Smiru. That is true. If we had the staff, the technical staff to 
cube, I would much rather have that system, but I do not have the staff. 

Mr. Knox. When you assess the pr operty, is it just the land that you 
assess and then you assess the buildings? 

Mrs. Surru. The land separately and the building separately. 

Mr. Kwox. Do you? 

Mrs. Smrru. Oh, yes. The statute requires that we do that. The 
Danes never did it but this statute requires that. 

Mr. Knox. Has there ever been any attempt on the island to em- 
ploy a staff of tax-assessing experts to come in and evaluate the prop- 
erty on the island? 

Mrs. Smirn. There was an attempt, but as I said, it was during the 
Alexander administration; and the contract was almost signed. Then 
Governor Alexander resigned and the Interior Department rescinded 
the contract, I understand. I do not know what happened. I spoke 
to the two assessors just last week or the week before. We met in 
Miami Beach and they said they never heard any more about it. 

Mr. Knox. Do you think it is needed? 

Mrs. Smirn. I think a complete reassessment program done by 
scientists would be a very valuable thing. In fact, I think it would 
help us to raise some money so we could have more matching funds. 
It 1s so strange to sit here and listen to everybody crying that the 
departments don’t have any money for this and they don’t have any 
money for that, and we who are at the very base of the structure, the 
income tax office and the real property tax office, we feel so guilty 
because we know that we could raise more money. But you can’t do 
it by yourself, and nobody is listening to you when you tell them how 
you can do it. So you just have to sit there and feel guilty about 
the people in Kings Hill. 

Mr. Jonas. It is easy to say “Look to Uncle Sam,” but it is harder 
when you have to dig some of it up. 

Mrs. Suri. I do not know. Perhaps we need a program of edu- 
cation. 

Mr. Knox. The fact remains though, does it not, that if you could 
receive more revenues locally, the Virgin Islands would be much 
better off financially because of the fact the Federal Government 
matches your funds? 

Mrs. Smirn. That is right. I think we would be better off not 
only financially but emotionally too. When people are self-support- 
ing, when they can tell a fellow “Look, I pay my way in this world,” 
he is a much better person to live with and he feels better, looks bet- 
ter, he even takes care of himself better. 

One of the things that the islands could learn is how to stop blam- 
ing the other fellow and go about this business of supporting ourselves, 

Mr. Cuuporr. That is right. 

Mrs. Smith, would it be possible under your law to work out a 
long-term loan, to have one of the banking institutions or both of 
the banking institutions here finance a tax survey or a tax-mapping 
project and pay it back over a period of 10 years or so? Don’t you 
think it would pay for itself, that you could work that out? 
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Mrs. Smiru. Mr. Chudoff, it is a very nice idea except for this 
fact. Administrations change so rapidly in the Virgin Islands. 
Every time we get used to an idea and somebody makes a program, 
somebody new comes in and the program lies there; and I am so 
afraid we would borrow the money and never pay it back. 

Mr. Cuuporr. I understand over on St. Croix they do not even pay 
their bills for automobile supplies. 

Mrs. Smiru. It is a very good idea but I would rather have an out- 
right appropriation by the legislature to say that this be done and 
the purposes for which it be done, a responsible firm of persons to 
do it, and then people just pay their taxes and we get it straightened 
out that way. 

Mr. Lanican. Under Alexander, wasn’t there an appropriation for 
such a study ? 

Mrs. Smiru. I don’t know if they ever got to the point of an _appro- 
priation. I know that a contract was signed with an assessor in Con- 
necticut and an assessor in Baltimore. 

Mr. Lanicgan. You would have to have money in order to sign a 
contract, wouldn’t you? 

Mrs. Smiru. Not necessarily. [Laughter. | 

Mr. Cuuporr. Mrs. Smith, how do you get around? Have you 
been given an automobile to get around ¢ 

Mrs. Sait. No, and that is a very sore point with me because I 
struggled and struggled and got a very nice Ford Victoria, a 1953 
Ford for my own personal use, and every time I have to reassess these 
country roads I go up there. It is an automatic Ford, a hydromatic. 
The last time I went up there I got stuck on one of those hills and 
what happened? The whole transmission went to ops It was $40. 
Do you think they paid me back? No. I have trouble to get gasoline. 

Mr. Cuvuporr. They do buy you gasoline? 

Mrs. Sarr. Three months out of the year, January to March. 

Mr. Cuvporr. How about on St. John where they don’t have roads? 

Mrs. Smrru. I get on hands and knees if I have to. Once I got on 
a horse. I will never do that again. 

I should say too that it would be nice if they would let me use a boat, 
somebody’s boat. There are a lot of little islands surrounding the 
Virgin Islands that are property that should have a value on them 
and I am not ashamed to say that they don’t many of them, because 
I have never seen them and the law requires I put a value on them. I 
can’t swim over there and I am not going to try, and I have no boat. 
It would be nice if I could get a boat, too. 

Mr. Cuvporr. I think that some of these things that you talk about 
like an automobile and a boat are very essential, and I think that you 
ought to put it in your next budget. I never could conceive of a legis- 
lature refusing you those tools to work with so that you can properly 
assess the islands. I think first of all you would be able to operate 
your government much easier. You would get more matching funds. 
It just does not make much sense to me, and I would suggest that if 
you do not buy a boat, at least you rent a boat. 

Mrs. Surrn. I would not want to go boating every day. 

Mr. Cuvporr. I understand that. You could rent a boat when you 
have to take a look at the islands, and I am sure you ought to have 
some kind of an automobile both here and on St. Croix. I know there 
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are plenty of auto rental agencies here, and I think it would be worth 
the investment. 

Mrs. Smrru. I think so too except that there is a functional prob- 
lem. Iam a bureau of a division of a department. At the present 
time there is no division head because the division never actually ex- 
isted under the reorganization plan. The division of property was 
created. Nobody was ever named to the division of property. No- 
body even knows what its function is. Then the division is part of the 
department of insular affairs. Currently there is nobody in charge of 
insular affairs. 

Mr. Claunch is acting commissioner. The result is you get so frus- 
trated trying to show somebody something. You have it al! written 
down and it sounds nice to you and you say “I think I will take it— 
where?” 

Where are you going to take it? You just go back and sit down. 
You take it to nobody. There is nobody listening. It is so nice to have 
a chance to say something to somebody. Here is a committee; I can 

talk, you know. 

Mr. Motitonan. Mrs. Smith, you mentioned a while ago one specific 
case on the matter of evaluation. I believe it was the Virgin ae 
Hotel where you had accepted a figure of construction cost of $ 
million ¢ 

Mrs. Smirnx. It was not quite $3 million. It was just a little under I 
think. 

Mr. Mottonan. Somewhere in that area. And you had then set the 
valuation on the entire property of $1.8 million. That would suggest 
that you used a basis of approximately 60 percent of actual value as 
your fair tax value. 

You mentioned also St. John, and the way you mentioned it caused 
me to believe that you possibly had that fresh in your mind because 
of the unusual development there. 

Mrs. SmirH. St. John? I am very happy about St. John. Mr. 
Rockefeller has bought up so much land that now I am going to get 
actually a tax map that I can create, anyhow, because I know where 
his land is. I can just take that out as the park, and then the rest 
of it should be able to fit in around where it belongs. 

Mr. Motionan. Have there been radical change es in the property 

values there, a lot of new purchasers and a lot of new construction / 

Mrs. Smirn. Yes. 

Mr. Motionan. Would you outline for us just what sort of a pro- 
gram you have had over the last few years in St. John’s with reference 
to property valuation and particularly with the changing of values 
and undeveloped property 4 

Mrs. SmirH. Gee, you embarrass me. In St. John’s last year I did 
not do anything but continue the tax roll exactly as it was, for the 
simple reason that I did not have any money to go to St. John. You 
remember this crisis you heard about when we had to cut the budgets? 

Mr. Motionan. Yes. 

Mrs. Suirn. I lost $1,000. I lost $2,000 as a matter of fact. and 
after a great deal of oeaae in about 3 months I got back $1 006, but 
that money was supposed to finance—I have to live over there if I go 


to St. John to work. I just did not have the money so I did not do any- 
thing about St. John. 
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Mr. Mottoman. Was that 1955 or 1956? 

Mrs. SmirnH. That was in 1955. The 1956 assessment for the year 
1956 won’t be done until January 15, 1957 to March 30, 1957. 

Mr. Moritonan, Do you have in your mind any properties in this 
area, you could cite to us, where you have changed the valuations? 

Mrs. Suir. Oh, yes, you mean what I did in the program ? 

Mr. MotitoHan. Some basis that you use. 

Mrs. Smiru. I could tell you. 

Mr. Mo.iitoHan. Some specific property. It does not make any 
difference. 

Mrs. Smirn. There is Contant—you will notice it as you go back 
to the airfield, not that Iam rushing you. Contant in 1952 is an area 
of about 239 acres. In 1952, it was assessed at $650 an acre. At that 
time, land at Contant was being sold between $2,000 and $2,500 an 
acre. ‘The sales average in other words for that area balanced be- 
tween $2,000 and $2,500. 

So the assessment during 1952 was set at $650 an acre and the board 
of tax review, when that was appealed, maintained it. They main- 
tained $650. 

Mr. Motionan. That was a valuation of approximately 30 percent. 
J am not criticizing you. 

Mrs. Smiru. I just want you to see the picture. 

Mr. Cuuporr. May I interrupt at that point? I think this is im- 
portant and I think we ought to get it in the record. How many 
appeals do you have a year of your assessments ? 

Mrs. Smira. Well, it depends on whether I have raised or not. For 
example, in the years 1952 when I had a reassessment program we had 
274 appeals. In 1956, that is this year, we had 284. 

Mr. Cuuporr. In what percentage of those appeals were you sus- 
tained and in what percentage were you reversed / 

Mrs. Smirn. In 1952 I think they sustained 39. When I say 
“sustained,” that is they keep my evaluation. 

Mr. Cuouporr. I understand. Let’s get to 1956. What happened 
in 1956? 

Mrs. Smiru. I don’t know because I have not got a report back 
from the board of review yet that I can see on what authority this 
was done and this was not done. 

Mr. Cuuporr. We will have to go back to 1952. 

You were sustained 39 times and how many times were you 
reversed ? 

Mrs. Smiru. The difference between 274 and 39. I don’t remember 
the difference. I was reversed that many times except that they did 
not take it back to where it was. ‘They made a compromise. What 
the board did was compromise between the taxpayer’s old assessment 
and my new assessment. 

Mr. Cuuporr. Who was on that board ? 

Mrs. Smiru. Mr. Ambrose was government secretary at the time. 
Mr. Ambrose, that you just heard, was government secretary. He 
was the chairman. The government secretary is always chairmap 
of the tax board, and Colonel Jewitt and Mr. Aubrey Ottley, Mr. 
David Monsanto, who is a teacher of construction in the high school, 
and Mr. Sibbilly. He was a large landowner. 

Mr. Cuvuporr. Do you think your batting average is better in 1956 
than it was in 1952? 
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Mrs. Smirn. In 1956 I feel like the game is in Yankee Stadium and 
Iam up in Ebbets Field. I just was not playing. 

Mr. Motionan. Go ahead, Mrs. Smith. 

Mrs. Smiru. The assessments for 1956, that were made in 1956, are 
from the year 1955. You know we always assess for the vear that 
went by, so in 1956 the sales average for Contant was between $4,500 
an acre and $6,000. 

You can see Contant. I wanted to tell you this so maybe you will 
identify it if you see it. It is that land that stretches from the stop- 
light down the road to the airport down to where the garage is, 
Tropical Motors, up the hill there. Land there is selling between 
$4,500 and $6,000 an acre. You could not get a piece for less. So I 
raised the assessment to $3. 100 an acre from $650. 

ga it sounds horrible, believe me, but, when you consider that at 

4, percent the tax on $i, 000 an acre is only $12.50, it seems to me 
< if a man is making $6,000 an acre out of land, he can afford to 
pay about $36 a year 

Mr. MoLnonan. Mrs. Smith, that appraisal of $3,000 on a property 
that has been selling for $4,500 to $6,000, if we accepted $5,000 as an 
average, that would be consistent with your 60-percent evaluation 
vou placed on the Virgin Isle, would it not, and you feel $3,000 is 
justified on Contant? Now has that been appealed ? 

Mrs. Smrru. Oh, ves; it was reduced to $500 an acre, below what 
it was in 1952. At that point I gave up. I said perhaps I am wrong. 
Perhaps $500 an acre is all that Contant is worth. 

Mr. Cuuporr. Who is a member of the board now / 

Mrs. Smiru. Mr. Claunch is chairman. 

Mr. Cuuporr. Who else ¢ 

Mrs. Smrru. Mr. Aubrey Ottley is consultant. 

Mr. Motionan. How do you spell that last / 

Mrs. Suitu. O-t-t-l-e-y [spelling]. He is tax consultant. 

Mr. Cruporr. That is A Senator Ottley ? 

Mrs. Smirn. No; that is not Senator Ottley. 

Mr. Cucporr. Senator Ottley is Earle Ottley ? 

Mrs. Smrru. Yes; this is Aubrey Ottley. tte is a clerk in the post 
office. 

Mr. Mottonan. Clerk in the post office? 

Mrs. Smiru. Yes. 

Mr. Cuvporr. How do you qualify for this board outside of being 
the government secretary / 

Mrs. Smiru. The Governor appoints the members of the tax board 
and they are confirmed by the legislature. 

Mr. Mottonan. Who are the other members besides Mr. Ottley ? 

Mrs. Smtru. Mr. Louis Lindquist, who is a Ford dealer. 

Mr. Cuvuporr. Do you have any real-estate men on this board ? 

Mrs. Smiru. No. 

Mr. Mottonan. Does Mr. Lindquist own any property ? 

Mrs. Smiru. Heowns Smith Bay Estates. 

Mr. Mottouan. What acreage is that ? 

Mrs. Smirn. About 400 and some, I think. 

Mr. Mottonan. What is the assessed valuation on his property ? 

Mrs. SmirH. Seventy dollars. 

Mr. Mottonan. What was it? 
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Mrs. Smirn. I can’t remember what it was, but it was less than 
$70. 

Mr. Morionan. What was it in 1952? 

Mrs. Smiru. I think it was $50 an acre. I assessed it at $150, but 
it was appealed. 

Mr. Motiouan. You assessed that in 1956? 

Mrs. Smirn. Yes. 

Mr. Mottonan. You assessed it at $150 an acre? 

Mrs. Smirn. Yes. 

Mr. Motionan. And then is was appealed. Did he sit on that 
board? 

Mrs. Smiru. He sat on the board. I don’t know whether he sat 
on his own case or not. I was not there. 

Mr. Motionan. It was reduced to less than half of your appraisal ? 

Mrs. Smiru. Yes. 

Mr. Cuuporr. Will you yield? Do you mean to say when they 
have these appeals they do not call you to testify? 

Mrs. Smirn. No. 

Mr. Cuvporr. They act without your being present / 

Mrs. Smrru. Yes, sir. Well, you know, maybe it is better. 

Mr. Cuoporr. I think that ‘You should be given an opportunity to 
justify your assessment. How can they be fair about their decision, 
if they do not know your reasons for the assessment? 

Mr. Morzonan. Mrs. Smith, who are the other members of the 
board ? 

Mrs. ‘smrrn. There are two members from St. Croix; Mr. Peter 
Thurland, from St. Croix. 

Mr. Mortonan. Is he a property owner ? 

Mrs. SmirH. Yes; he is. 

Mr. MottoHan. How many acres of land does he own. 

Mrs. Smiru. I don’t know. He lives on St. Croix. I don’t think 
he owns any land in the country. I think he owns just his home. 

Mr. Mottonan. What is his business? 

Mrs. Smirn. He is a schoolteacher. 

Mr. Mottonan. Who are the other members? 

Mrs. Smrru. How many have I given youso far? 

Mr. Moiionan. Mr. Lindquist, Mr. Ottley, and Mr. —— 

Mrs. Smitu. Mr. Ottley is not a member. He is tax consultant. 
That is, he does not have a vote. 

Mr. Cuuvorr. Is that the postman ? 

Mrs. SmirxH. Yes. He is not a postman. 

Mr. Cuuporr. He isa clerk in the post office? 

Mrs. SmirH. Yes. 

Mr. Cuuporr. He sorts mail? 

Mrs. Smrrn. I am not sure, because I have never seen him work; 
I mean, seen what he is doing. 

Mr. Motionan. But he qualifies as a consultant, as a tax consultant 
on the evaluation of land, on land-evaluation matters ? 

Mrs. SmirH. That is right. 

Mr. Motiowan. Does he own property on the island ? 

Mrs. SmirH. He owns a house. 

Mr. Motxtonan. Just a house? Has he ever done appraising work, 
to your knowledge, before; that is, in the matter of loans by banks 
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or on anything of that sort; has he ever been called in as land 
appraiser ? 

Mrs. SmirH. Not that I remember. There is one other member 
from St. Croix. I think his name is Mr. Brow. I have never seen 
him. 

Mr. MottoHan. Do you know whether or not he owns property? 
Is he a property owner 4 

Mrs. Smiru. I think so, but I am not so sure. I don’t know any- 
thing about him except his name. 

Mr. Motionan. In the case of Mr. Lindquist, he owns 400 acres 
of land and you recommended in 1956 an evaluation of $150 per acre. 
He: appealed it to the board, of which he is a member. 

Mrs. SmirH. That is right. 

Mr. Mottonan. And that board, acting in its wisdom, reduced that 
evaluation to $70; is that true? 

Mrs. Smiru. That is right. 

Mr. Mottonan. Do you consider, in your own good judgment, that 
$3,000 per acre for Contant was a fair evaluation on the basis of going 
rates of acre costs? 

Mrs. Smiru. Yes, I thought so. 

Mr. Mottonan. And then that was appealed and reduced to $500, 
or $150 less than the evaluation in 1952? 

Mis. Smrrn. Yes. It seemed to me to say that land had gone down 
in value beyond what it was in 1952, which I know not to be a fact. 

Mr. Moriouan. Regardless of the fact that the going rate of the 
acres that had been sold in that area has practically tripled in the last 
5 years ¢ 

Mrs. Smiru. That is right. That is why I want you to appreciate 
how I feel now. The man who pays $4,500 to $6,000 for an acre of 
land at Contant, if I go down there next year, his is a new assessment, 
he has got to have an assessment. If I go down there and tell him, 
“Your land is worth $3,000 an acre,” he has the perfect right to tell me, 
“Look, I bought this last year and the man whose acre adjoins mine is 
only worth $500 so how come mine is worth $3,000?” Yet if I put 
his at $500 an acre, where does the tax roll ever get to. Do you see? 
It leaves me with quit tea problem. 

Mr. Mottonan. That is the next question I wanted to ask you. Sup- 
pose I do own an acre of land and I pay $3,000 for that acre. Adjoin- 
ing me is another acre of comparable jand, it lies about the same and 
would have an approximate value of the same as mine. 

Would you use this $3,000 valuation that has been established by 
reason of the purchase price of the land which I have as a basis for 
appraising the value of my neighbor—the value of the land of my 
neighbor ¢ 

Mrs. Smiri. Did you pay $3,000 for it? Well, it is very seldom 
that I use $3,000 as the assessed figure, but if I arrive at a fair market 
value; that is, if I thought a fair market value was $2,000, the fact that 
you had paid $15 for your acre 20 years ago does not mean that it is 
worth a cent less than the guy next to you. 

Mr. Motton“an. That is what I meant. 

Mrs. Smiru. If you are going to establish uniform assessment, that 
is equitable assessment. You cannot tolerate a situation where people, 
just because they have owned land for 25 years, can tell me it is not 
worth anything. In other words, sale price, market value, sale prices 
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of land will help to increase adjoining land if it is land of comparable 
quality. Now if it is land that is nothing but only goats could live 
there—— 

Mr. Jonas. Would you yield right at that point before you get away 
from it? I want to be sure that I understand. How many acres are 
in this Contant property ¢ 

Mrs. Smiru. About 230 or 239, something in that order. 

Mr. Jonas. Obviously that is a real estate development ! 

Mrs. Smrru. Yes, it is. 


Mr. Jonas. From what you have said. 
Mrs. Sarru. It is a real estate development. 


Mr. Jonas. It was probably purchased as acreage and is being sold 
in lots? 


Mrs. Smiru. Now it is being sold in lots, yes. 
Mr. Jonas. Now if you raise the valuation of that property from, 
say, $650 an acre to $3,000 an acre because the owner sold an acre for 
$4,500, are you at the same time increasing property of a similar 


nature elsewhere on the island in which there have been no sales, to 
increase the property ¢ 


Mrs. Smiru. Oh, yes. 

Mr. Jonas. How can you determine that? 

Mrs. Sarru. The statute itself sets up, as one of the factors you 
must consider in assessment, sales of adjoining land, which means that 
they contemplated at the time that a man could alw: ays say, “I have 
never sold any of this land. As a consequence my value never 
increased.” But the fact that you keep a Cadillac in a garage all the 
year long does not change the fact it is a Cadillac. 

Mr. Jonas. Suppose we just keep to land. Do you go about over 
the islands and raise the values of property similarly sitluated to 
Contant, for example, in which there have been no sales ? 

Mrs. Sartrx. Yes, I do. 


Mr. Jonas. What if there have been no sales of adjoining property ? 
How do you know 


Mrs. SmirH. In most cases there are sales of adjoining property, 
if not sales in that particular area itself. 

Mr. Jonas. Let me ask you this: Have you raised the valuation 
or did you raise the assessment on all property on the islands to the 
same extent that you did, say, Contant? That was an increase of 
3 or 4or 500 percent. What was it? 

Mrs. Smiru. No, I did not raise the value—— 

Mr. Jonas. Five hundred pere ent ? 

Mrs. Smrru (continuing). At the same percentage, because sales 
have not gone up all over “the island at the same percentage, because 
certain types of land are more in demand and have hence become 
more valuable than certain other types of land. 


Mr. Jonas. Did you make an effort to catalog the land on the 
islands? 


Mrs. Smirn. That isthe first thing I did. 


Mr. Jonas. And find out what land would be equivalent in your 


opinion in value to this, even though there had been no sales in the 
area / 


Mrs. SmiTH. That is the first thing I did—cl: assify it . 
classify it. 
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who wants to get me to admit it, I also increased some of the farmers’ 
lands, and | will admit it was a mistake. It was a mistake for the 
simple reason that I had not enough information as to which land 
was actually farmland and which land was land that was being held 
for speculation, and instead of increasing it as farmland I increased 
it all as land being held for speculation. 

Mr. Jonas. That is the reason I made the comment originally that 
in my opinion } you have too much authority for one person. 

Mrs. SmirH. Well, they always appeal and they appeal en masse, 
so nobody is hurt. 

Mr. Jonas. Did you raise the valuation of other pieces of property 
500 percent ¢ 

Mrs. Smiru. Oh, yes. 

Mr. Jonas. Throughout the island ? 

Mrs. Siri. Because remember, Mr. Jonas, some of these places, 
the valuation had been on there for 4 years or for 8 years. 

Mr. Jonas. What was the total assessed valuation of property on 
the island last year ? 

Mrs. Smirnu. I think $8 million. 

Mr. Jonas. $8 million ? 

Mrs. Smirn. I am not sure. I did not bring that figure with me. 

Mr. Jonas. What was it after you finished revaluing ¢ 

Mrs. Surrn. When I finished revaluing it, I don’t “know, because 
I did not keep that figure but this is the figure after the board re- 
duced it : $10,924,123.77. 

Mr. Jonas. You mean it was $8 million and after they finished 
it was what é 

Mrs. Suiri. Ten million—$10,924,123.77. 

Mr. Jonas. That is about a $2.9 million increase? But you don’t 
know and don’t have the figures showing what the total was when 
you finished your assessments ¢ 

Mrs. Smirn. I can tell you this- 

Mr. Cuuporr. Wait a minute, let’s stop guessing. You can get 
that figure, can’t you ? 

Mrs. Smiru. Oh, yes, I can. 

Mr. Cuvporr. Why don’t you get the figure and send it to us for 
our records so we don’t guess / 

(The information has been placed in subcommittee files. ) 

Mr. Jonas. Did the board reduce other steep increases in assess- 
ments ¢ 

Mrs. Smirn. Yes. I think they just threw my assessments out of 
the window and started over 

Mr. Jonas. You did not mean to leave the impression that they 
just discriminated in favor of this one taxpayer ? 

Mrs. Smirn. Oh, no. They reduced everybody. Of course now 
I have quite a job this year because of the people who did not appeal. 
It is only fair of me to go back and put them to where the board put 
everybody else. 

Mr. Jonas. You can understand that it is not a normal situation 
when land values are in a boom period. The boom may end one of 
these days and you will have land on the tax books at more than you 

can possibly sell it for. 
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Mrs. Smrru. That is exactly why instead of assessing Contant at 
$6,000, which i is the boom price, it was only assessed at $3 4000. 

Mr. Jonas. I think you have to take into consideration that con- 
ditions change when you cut property up into lots. I never heard 
of acreage being assessed on the basis of lots. If vou increase acreage 
to the extent that individual lots are assessed after they become lots, 
why it would be far beyond the capacity of the owner to pay the 
taxes, in many cases. 

Mr. Knox. On that point I would like to ask a question about de- 
preciation. What figure do you use on an annual depreciation on 
masonry buildings ¢ 

Mrs. Surrn. On a new building we set up an estimated age. 

Mr. Knox. Thirty years, 40 years, 50 years? 

Mrs. Smirn. And then we never depreciate any lower than 20 
percent. Even if a building is obsolete you keep the 20 percent tax 
figure on there until it is destroyed. I know that sounds like arbitrary 
reasoning but buildings seldom, even if you set up an arbitrary 50 
years, even at the end of the 50- -year period, buildings are seldom gone 
by the 50-year period. In other words, we always keep the 20 percent 
obsolescence so that you sti ut with your replacement costs. If your 
replacement costs are, say, $5,000, you divide your estimated age into 
your replacement costs, and there you get your depreciation figure. 

Mr. Knox. What do you use on a masonry building as far as depre- 
ciation, that is years in depreciation ? 

Mrs. Smirn. It depends on the replacement cost of the building and 
vour estimated age. 

Mr. Knox. How many years do you assess ? 

Mrs. Smirn. Oh, it varies. It varies on the type of building. Some 
buildings you see are mass masonry foundations, some are concrete 
blocks, some are poured concrete, some have steel reinforcements. It 
depends on the type of building. Some are wooden buildings, some 
are masonry one-story with wood on the top. They have different 
types of roofs so that their age is dependent on the type. 

Mr. Kwox. Let’s take a building that is reinforced concrete. What 
do you use as the life of the building? 

Mrs. Smirn. Sometimes 50 years, sometimes 60 years, depending 
on what type of building it is. 

Mr. Knox. Reinforced concrete? 

Mrs. Smtru. When you say “reinforced concrete” do you mean the 
whole building is reinforced concrete—roof and ceilings? 

Mr. Knox. Reinforced w ith steel. 

Mrs. SmrrH. We would give that about 60 years. 

Mr. Knox. Then what percentage do you apply for depreciation 
purposes 2 

Mrs. Smrrx. It would depend on the cost, how much the 
costs. If it costs $6,000 or $7,000 or $15, 000—— 


Mr. Kwox. I don’t mean in dollars. I mean in percentages. What 


building 


percentage do you use? You must have a percentage. 
Mrs. Smirn. I don’t think I understand what you mean. 


Mr. Knox. If a building is going to depreciate in 20 years it depre- 
ciates 5 percent per year? 


Mrs. Smiru. Oh, the percentage per year. About 
year. 
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Mr. Knox. And in 40 years you would gain 80 percent and then 
you would always carry the other 20 percent ? 

Mrs. Suir. Yes. 

Mr. Cuvuporr. I wonder if we could get back to this Board of Tax 
Appeals. Did you say this fellow on the board—( )ttley—is the tax 
consultant to the Board 2 

Mrs. Smirn. Yes. He is tax consultant to the Board. I could read 
you, if you want oo 

Mr. Cuunorr. I don’t want you to bother going into your records. 

Mrs. Suiru. I ‘@ d not want to quote anything that was not true. 
The way I found out about this, I got a call from the government secre- 
tary to cooperate w ith Mr. Ottley. 

Mr. Cuvvorr. You got a call from the government secretary to 
cooperate ¢ 

Mrs. Smiru. To cooperate with Mr. Ottley. 

Mr. Cuuvorr. How do you cooperate with a tax consultant for the 
Board of Tax Appeals? 

Mrs. Smiru. That is what I did not quite understand what I was 
to cooperate and do, but he did ask for certain things in my office, 
and that is what started it. He came into the office and he asked for 
certain records and I said, “This is a public office and the records are 
under my jurisdiction and have you got any author? ity to take records 
or to look at records that are not, you know, public,” like for example, 
my assessments, 

Re vy are public on the rolls but to remove them, give orders to the 

aff or anything, I have to have some authority. He said “Call Mr. 
C hicks h,” and I called Mr. Claunch and he said, “Mr. Ottley is tax 
consultant to the Board of Tax Review.” 

Mr. Cuvuporr. That is the fellow that works in the post office? 

Mrs. Smiru. Yes. He said, “And you will please cooperate with 
him.” 

Mr. Cruporr. Have you ever been to the post office ? 

Mrs. Smirn. Yes. 

Mr. Cruporr. What does Mr. Ottley do at the post office? 

Mrs. Smiru. He is usually at the registry window. 

Mr. Cuvuporr. He takes registered mail? You said something 
about the members of the Tax Board being confirmed by the legis- 
lature ¢ 

Mrs. Smiru. Yes; their names are sent down by the Governor and 
were sent down by the Governor this year, after the assessment 
program. 

Mr. Cuvporr. Have they all been confirmed ? 

Mrs. Smiru. No; Mr. Ottley’s name was sent down as a member 
and he was not confirmed by the legislature. 

Mr. Cuuporr. Is there ¢ anything i in your law that gives the Board 
of Tax Appeals a tax consultant that you know of? 

Mrs. Smirn. Not that I know of. 

Mr. Cneuporr. That is an honorary position ? 

Mrs. Smiru. No; it pays. 

Mr. Cuvuporr. How much does the Tax Board get ? 

Mrs: Suiru. I think $10 a meeting. 

Mr. Cruvporr. How about the consultant ? 

Mrs. Smiru. I don’t know. 
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Mr. Cuuporr. He does get paid something? 

Mrs. Smiru. He gets paid. 

Mr. Cuuporr. We oneal be able to find that out if we checked, 
couldn’t we? 

Mrs. Smiru. I imagine so. 

Mr. Cuuporr. He was not confirmed by the legislature ? 

Mrs. Smiru. No. 

Mr. Cuuporr. He was nominated as a member and because the 
legislature turned him down, then they made him the consultant? 

Mrs. Smiru. That is right. 

Mr. Cuuporr. He takes registered packages over in the post office? 

Mrs. Smiru. I don’t know, sir. I don’t want to comment on what 
he does. I just tell you the facts. This isa letter that 

Mr. Jonas. Mr. Chairman, I would like to make the comment for 
the record that even though it is an humble position, I don’t see 
anything wrong with being an employee of the post office. 

Mr. Cuuporr. I am not criticizing 

Mr. Jonas. It seems to me you are making some very sarcastic 
remarks about his occupation. 

Mr. Cuuporr. Mr. Jonas, so that everybody understands each other, 
I am not criticizing the man because he is a postal employee. It ap- 
pears to me a man who is a tax consultant for a board which deter- 
mines whether or not a tax assessment on real estate is proper should 
be somebody that has had some training and background in taxes. 

Mr. Jonas. I agree. 

Mr. Cuuporr. And not somebody who works in the post oflice. 

Mr. Knox. Maybe he has the proper background as a tax con- 
sultant. 

Mr. Cuuporr. Do you want me to send for him and find out ¢ 

Mr. Knox. I don’t care whether you do or not. 

Mr. Cuuporr. Mr. Perlman, will you call the post office and have 
Mr. Ottley come over here ? 

Mr. Jonas. That is not the way to subpena a witness. 

Mr. Cuuporr. I am not subpenaing him. If he does not come, he 
does not come. I would like to read this in the record. The subcom- 
mittee will be in order. 

This is a letter that is captioned “Government House, Charlotte 
Amalie, St. Thomas, Virgin Islands of the United States, June 25, 
1956.” 








Mr. AuspREy C. OTTLEY, 
Charlotte Amalie, St. Thomas, V. I. 

My Dear Mr. Ortrey: On June 20, 1956, the board of tax review, in session, 
unanimously directed that the government appoint you secretary and consultant 
to the board of tax review. With your concurrence, | hereby appoint you as sec- 
retary and consultant to the board of tax review. 

Sincerely yours, 
CHARLES C. CLAUNCH, Acting Governor. 


If Mr. Ottley comes over here, we are not subpenaing him: we will 
ask him about his qualifications. 

Mr. Jonas. Where did you get that: letter? 

Mr. Cuuporr. The tax assessor just gave that tome. She said that 
was his authority to come into her office and look at the records. I 
have no further questions. 
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There is one thing I would like to ask you before I am through. 
Somebody told me that when I was down here last year, and you talked 
to me, as a result of that conversation, they reduced your pay. Is 
there anything to that, or is that just rumor ? 

Mrs. Smiru. They did not reduce my pay; no. 

Mr. Cuuporr. They did not reduce your pay ? 

Mrs. Smirnu. No. 

Mr. Cuvporr. Did they object to your talking to me? 

Mrs. Smirn. Do I have to say that? 

Mr. Cuvporr. I don’t want to embarrass you. Don’t answer the 
question. That is all I have. 

Mr. Jonas. I would like to ask a question. Who appoints you? 

Mrs. Swrru. The governor. 

Mr. Jonas. Are you appointed a year at a time? 

Mrs. Surru. Two years. 

Mr. Jonas. When was your last appointment ? 

Mrs. Surrn. Two years ago. No, my term is up in 1957. 

In 1955—I was first appointed i in 1951 by Governor de Castro. Then 
I was reappointed in 1953. 

Mr. Jonas. By whom? 

Mrs. Smiru. Governor de Castro. No, I was reappointed by—gee, 
I don’t remember. I think Governor de Castro, yes. Then I was 
reappointed by Governor Alexander in 1955. 

Mr. Jonas. Does your appointment run for a calendar year, January 
to December ? 

Mrs. Smirx. It runs from the date of appointment until my suc- 
cessor is named, that is for 2 years. 

Mr. Jonas. When does your term expire! 

Mrs. Smiru. In March of 1957. 

Mr. Cuvporr. Did you call the post office ? 

Mr. Perirman. Yes, sir. Mr. Ottley is on his way up here. 

Mr. Cuvporr. Does anybody have any further questions ? 

Mr. Motionan. I have one question and it is not necessarily in the 
form of a question, but just to be sure I understand completely about 
this one case of tax evaluation you have given us, and that is the 
Contant plot. 

As T understand it in 1952 when you, for the sake of establishing a 
fair tax evaluation for this property, understood that the going price 
for land acreage there was $2,000 to $2,500 an acre, you established a 
tax valuation on it of $650? 

Mrs. Smitru. That is right. 

Mr. Mottonan. That was not appealed—there was no appeal on 
that ? 

Mrs. Suiru. It was appealed and the board retained it. I think it 
was appealed and the board retained it. 

Mr. Motitouan. Was there any subsequent change in that evaluation 
in 1953, 1954, or 1955? 

Mrs. Smirn. No. 

Mr. Motzionan. Then in 1956 when you accepted the going rate for 
ae reage there was $4,500 to $6,000 per acre or approximate average of 

5,000, you established a tax valaution of $3,000 per acre? 

Mrs. Suir. That is right. 

Mr. Mornonan. That was appealed ? 
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Mrs. Smiru. That was appealed. 

Mr. Motxonan. And on the basis of that appeal the board of tax 
review established a tax value of $500 per acre or approximately 25 
percent less than—— 

Mrs. Smiru. That was in 1952. 

Mr. Motitonan. Than the value in 1952 for tax purposes ? 

Mrs. Smiru. That is right. 

Mr. Motionan. Despite the fact that in the interim period the price 
of acreage had gone up there approximately 300 percent ? 

Mrs. Smiru. That is right. 

Mr. Laniean. I just want to ask one question. 

Does the board of tax review give a formal decision with reasons 
when it changes, when it either sustains or reverses one of your 
assessments ? 

Mrs. SmirH. Well, the former boards of tax review before this one, 
before this new tax board, prepared minutes of each meeting and a 
copy of their minutes was always sent to my office so that I could 
understand what happened in each case, but before this I was always 
at the meetings. But even for the record, I would have a copy of the 
minutes of the board of tax review in my office so I could refer from 
year to year as to what exactly happened in each appeal. 

Formerly, too, we were notified, our office was notified of what the 
board had done, and the clerical work of telling the person, for exam- 
ple changing the bills and so forth, notifying the taxpayer, we were 
allowed to know beforehand so that we could keep our records straight, 
because we make bills on the basis of my assessment and send those 
out, so that any time anything is changed by the board of tax review, 
we have to change the bill too. 

This year I did not get any copy of the minutes of the board of tax 
review, so that I don’t know what they did. I don’t know why they 
did it. 

Mr. Lantcax. And you did not sit with them this year either? 

Mrs. Smrru. I did not sit with them this year either. 

Mr. Laniean. So you have nothing to go on as to what their reasons 
are other than 

Mrs. Smiru. I could not tell you. 

Mr. Cuuporr. Mrs. Smith, I have no further questions. 

I want to thank you for your forthright testimony, and I hope, 
T sincerely hope, that your appearance before this committee and your 
frank testimony will not embarrass you at any time in the future. 

Mrs. Smiru. Well, it could possibly mean that I won’t be reap- 
pointed tax assessor this coming term, or that I lose my job before 
then, but you know how you always feel about things like this. If 
your main purpose is to contribute to a community and you have any 
training at all, you will contribute no matter what job you have or 
where you have it or what you are doing. SoI will go out and prac- 
tice law maybe. 

Mr. Jonas. May I get one thing straight? Did you say that in 
former boards you appeared with the board when they heard these 
appeals ? 

Mrs. Smiru. No. 

Mr. Cuuporr. She said she got a copy of the minutes. While we 
are waiting for Mr. Ottley, the chamber of commerce and the taxi- 
cab association wanted to be heard. Are they here? 
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Would you come up, please? The subcommittee will be in order. 
Would you identify yourself for the reporter, please ? 


STATEMENT OF OWEN I. LANS, PRESIDENT, ST. THOMAS TAXICAB 
ASSOCIATION, VIRGIN ISLANDS 


Mr. Lans. I am Owen I. Lans, cab driver, president of the St. 
Thomas Taxicab Association. 

Mr. Cuuporr. I understand that you have a statement that you 
want to make to this committee / 

Mr. Lans. Yes, sir. 

Mr. Cuuporr. Would you proceed, sir? You may be seated. 

Mr. Lawns. Mr. Chairman and members of the congressional com- 
mittee, the organization which I represent is an association of taxi 
drivers of 175 members. 

We have asked for this opportunity solely for the purpose of dis- 
cussing some aspects of the operation of the Virgin Islands Corp., 
to be specific, the management of the airport by the development. de- 
partment of Vicorp. 

The operation of the airport by the development department. of 
Vicorp has been against the best interests of the people in that it 
serves to hurt the easy and efficient flow of tourist traffic. The ex- 
perience we have had in the Virgin Islands in recent years is that 
more and more tour and travel agencies outside the islands compete 
for business on the mainland and pay for their own promotion there. 

Down here on the other end, many agencies and organizations also 
compete to establish good connections with the outside agencies, so 
that most visitors now arrive with reservations made before the tour- 
ist leaves the United States proper. 

The management of the airport here under Vicorp, has taken the 
attitude that regardless of whatever efforts are made by local groups 
to build up good contacts and business in the islands, as long as 
Vicorp dec ides on something, that controls, and no one can question 
the management even if it is unsound. 

In this connection, my group agrees, that the law gives to the man- 
agement the right to use its discretion in operating the airport, and 
we also agree that the courts cannot dictate to an administrative 
agency in matters of discretion. 

We do believe, however, that the Congress can question the use or 
abuse of discretion by the development department of Vicorp, which 
is a corporate creature of the Congress in the final an: ilysis, and that 
this subcommittee should consider changing the powers of Vicorp 
with respect to the manner in which it allows these situations to 
happen. 

Last year, Vicorp put out the airport and the submarine taxi con- 
cessions on bid. On the surface this would appear to be a fair manner 
of disposing of these Government facilities. However, in this in- 
stance, there were irregularities apparent on the face which shou! 
be called to the committee’s attention. 

On the date of the opening of the bids, January 16, 1956, at approxi- 
mately 5 minutes before the 2 p. m. deadline, the general manager ad- 
vised that no bids were to be considered for the submarine base taxi 
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concession. The association in good faith had submitted bids on the 
separate facilities, that is, the airport and the submarine base. 

I would like to say at this point, sir, at that time the St. Thomas 
Taxicab Association was the only group that bid at the submarine 
group. The group got the concession at Bourne Feld. We did not 
know it was going to be the airport alone, but we were the only group 
that bid on the submarine base. 

Even conceding the obvious technical truth that two separate solici- 
tations had been published, these companion facilities had been ad- 
vertised for bidding in essentially identical terms and in the same 
issues of the same publications. Both involved the same type of 
service. 

In terms of fair play, particularly in the disposition of governmental 
property by its trustees, it would be hard to find a morally convincing 
excuse for proceeding to grant an award confined to one of the facili- 
ties on the basis of a last-minute contingency. 

We, of course, realize all that is past history in a sense now and 
furthermore want to make it most clear that we are not arguing or 
complaining about having lost the bid. What we are complaining 
about is the attitude of governmental officers in operating Vicorp in 
believing that they are a law unto themselves—that as long as they 
legally can zet away with something, it gives a moral right to do it 
and be arrogant in the bargain. 

As a result, the present management by the development department 
of Vicorp of the airport is unmindful of the harmful effects that its 
present operating practices are having. 

In the past, the management of the airport has found how necessary 
it is to the maintenance of good order and service to permit only one 
group of taxis to remove passengers. It has always been required, 
however, that all the other taxi groups or tour agencies, if they had 
made arrangements for handling tours throughout the island under 
agreements with persons or agencies in the States, then those arrange- 
ments and agreements had to be honored. 

In that way all groups were given a fair opportunity to take a part 
in helping themselves and the tourist economy of the islands at the 
same time by making special efforts to attract tourists and offer them 
good transportation service here. 

Under the present management, an exclusive franchise has been 
granted, which makes the airport off-limits to the other organizations, 
tour agents, travel agencies, and the sort who have invested money and 
hard labor in the past to developing good relationships with others in 
the tourist business outside the Virgin Islands proper. 

Mr. Knox. May I interrupt right there? Does that prohibit you as 
a taxi driver from taking me from the hotel to the airport? 

Mr. Lans. No, sir; it does not prohibit me from taking you to the 
airport. It prohibits me from removing you from the airport. 

Mr. Knox. You may proceed. 

Mr. Lans. It has been pointed out by another responsible branch of 
the Government that this system of exclusive licensing at the airport, 
if legally within the discretion of the management is, nevertheless, 
unwise and arbitrary. If we are to develop the airport operations, the 
management should recognize that it is extremely harmful to embarrass 
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local groups and agencies from soliciting and cooperating with contacts 
in the mainland who want to promote tourist trade here. 

We believe that Vicorp’s development department should be called 
upon before a group such as this to explain why it has acted so arbi- 
trarily, so unmindful of good management practices and sound 
economic principles. 

Specifically, we recommend that the present Federal bidding pro- 

cedures which apply to Vicorp, insofar as they may apply to the 
granting of concessions at the airport, be clarified or amended so as 
to prevent the granting of the type of exclusive transporation rights, 
as is now the case. 

We believe it would be more consistent with good management as 
well as with encouragement of airport traffic, if all the groups or 
businesess which have economic interest in that vital facility, were 
guaranteed the right to participate in promoting tourism through the 
airport, as well as in having a fair share of this valuable airport 
commerce. 

As an alternative recommendation, we suggest that the airport 
operations presently handled by the development department of 
Vicorp be transferred to the local government. In the past, under 
the former St. Thomas development authroity, the municipality 
of St. Thomas handled the airport. 

We recommend that the Congress, in keeping with the policy of 
encouraging as much local control of insular affairs as practical, per- 
mit the creation of an Insular Airport Authority. This would make 
possible a greater and more practical coordination of efforts between 
the various departments of the local government concerned with the 
overall program of tourism. It would also provide the local govern- 
ment with another source of revenue, directly dependent upon tourism. 

Mr. Cxuporr. Would you hold any further statement at this time? 
Mr. Aubrey C. Ottley came from the post office and would like to get 
back to work. We would like to ask a few questions. 

Mr. Aubrey C. Ottley, would you come up, please? Mr. Ottley, 
the reason I asked you to come over here was that we were informed 
that on June 25, 1956, or rather on June 20, 1956, the Board of Tax 

teview in session unanimously recommended that the Governor ap- 
point you as secretary and consultant to the Board of Tax Review, 
and you were so appointed. 

First of all do you get any compensation for this position ? 


STATEMENT OF AUBREY OTTLEY, SECRETARY AND CONSULTANT 
TO THE BOARD OF TAX REVIEW, VIRGIN ISLANDS 


Mr. Orrtey. Yes, sir. 

Mr. Cuuporr. What is the compensation ? 

Mr. Orrtey. Ten dollars a day, under contract, not by law. 

Mr. Cuuporr. Each day that you sit as consultant with the board ? 

Mr. Ortiey. Right. 

Mr. Cuvuporr. Would you state to this. subcommittee your back- 
ground that qualifies you for this position ? 

Mr. Orriey. Well, I am a high-school graduate. I have served on 
the Board of Tax Review for 3 years. 

Mr. Cuuporr. I did not hear you. 
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Mr. Orriey. I served on the Board of Tax Review for 3 years 
before I was named consultant to the board and secretary. I have 
studied a great deal on the land situation here, have written about 
the land situation in the Virgin Islands 10 years ago, on taxation and 
land, and I made the necessary preliminary surveys necessary in 
1953 to allow the tax board then to make its determination of your 
tax-assessment prograin in the Virgin Islands for the reassessment. 

Based on that, the Governor of the Virgin Islands, Morris F. de 
Castro, commended me for the work that I had done bey ond the call 
of duty as a member of the board. 

Now whether or not it was based on that fact that the present 
board has appointed me as consultant when I was rejected by the 
Senate of the Virgin Islands as a member of the board, I don’t know 
if that was the basis upon which they appointed me to that position. 

Mr. Cuuporr. In other words, when you were appointed by Gov- 
ernor Gordon as member of Board of Tax Review or by Mr. 
Claunch, whoever makes these appointments and the V irgin Islands 
Senate rejected you, did they ever give any reasons in writing or 
ever give you any reasons ? 

Mr. Orriry. No, sir. 

Mr. Cuuporr. Never did at all? 

Mr. Orttey. Never did at all; no, sir. 

Mr. Cuuporr. So as a result of you being rejected then the board 
met and employed you at a daily stipend ‘of $10 dollars a d: ay for 
each day that you worked as a tax consultant ? 

Mr. Ortiey. That is right. 

Mr. Cuvporr. You have never studied taxation or tax assessment 
at any school ? 

Mr. Orttry. No, sir, not at any school, but I have books on that 
at home. 

Mr. Cuuporr. You studied books that you bought yourself? 

Mr. Ortiey. That is right. 

Mr. Cuuporr. Any questions, Mr. Mollohan ? 

Mr. Motionan. Mr. Ottley, have you ever done any appraising 
work, any land appraisals or property appraisals for any banking 
institution or other institution ? 

Mr. Orriey. No banking institutions, sir, but for the board. In 
1952 as members of the board we had to make appraisals of property 
that were under dispute at the time. 

Mr. MotxioHan. There was some discussion awhile ago about the 
Contant Estate and some land values there. I think it was brought 
out that in 1952, when the sale price of acres that were being sold 
from the Contant land development were approximately $2,000 to 
$2.500, the assessed value was $650. 

That value was appealed to your board or to your board’s pre- 
decessor and the appraisal by the tax assessor was confirmed, and 
it remained at $650, but in 1956, during the new appraisal when the 
price of the land, as it was being sold on the open market, had been 
varying from $4,500 to $6,000, or an exact average of $5,250, the 
tax assessor recommended a tax value of $3,000 per acre, but that 
was reduced after it was appeaied by the owners. That was reduced 
to $500 or approximately 25 percent less than what the original value 

was in 1952. 
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As tax consultant can you comment on that reduction ? 

Mr. Orriey. I would like to. The tax law says that land assess- 
ment should be based on actual value. Now let’s take Contant in its 
entirety. It is not taking into consideration only the Contant estate 
by the road, by Nispi, but takes into consideration all of the land in 
back of the hill going all into Crown, that is not accessible for build- 
ings or anything. 

The entire thing was taken under consideration by the board at the 
time, and you w ill find that the lands on the front where the buildings 
are that are building sites and so forth, that value is higher, but the 
overall acreage of the land, when you take the land on the inside that 
is around $100 an acre, and you take those in the front side, when you 
add all of those things up you might have 50 acres of land valued at 
$5,000 and you might have 200 acres of land at $100. The ave rage 
amount is what the board decided on. 

Mr. Motzonan. Did you have any official position at all in 1952? 

Mr. Orriey. In 1952? 

Mr. MoiitoHan. That is with reference to the tax board. 

Mr. Orriry. I was a member of the board. 

Mr. Motitonan. Did not those same conditions that you spelled out 
here prevail at that time? There has been no change in the lay of 
the land or the distribution of the acreage, has there; that is, between 
that which is very desirable and that which is less desirable? 

Mr. Orriry. There has been changes. 

Mr. Mottonan. The same factors prevailed at that time? 

Mr. Orriry. Not necessarily. 

Mr. MoLtionan. Go ahead, sir. 

Mr. Orriey. Not necessarily, because you might have roads that 
have been placed now that were not there in 1952 

Mr. Motionan. Wouldn’t that increase the value? 

Mr. Orr trey. That would increase the value of the land. 

Mr. Motionan. On the other hand, you as a member of the board 
in 1952 approved the valuation of $650, but now in 1956, you as tax 
consultant to the board are apparently suggesting that $500 is a fair 
value? 

Mr. Orriey. I would like to call the attention of the subcommittee 
to one factor. When the determination was made on that situation 
on Contant, the buildings were not included on that assessment pro- 
gram that was brought to your attention. 

Mr. Mortionman. In 1956? 

Mr. Orriry. In 1956. When you add the buildings to that as- 
sessment, you will find that it has been increased by another $18,000, 
so that it will make a difference in the original tax handed to C ontant. 

In other words, on the card that eventually got to the tax assessor’s 
office, there was an error, because the buildings were not included 
through an error in the typing at the govern ment secretary’s office, 

the buildings were not included, and it showed a difference there, it 
showed a decrease. When it was called to my attention, that situ- 
ation was corrected. 

Mr. Motionan. Are you saying that in 1952 the buildings were a 
part of the $650 valuation ? 

Mr. Orriey. That is right; because the whole thing, your land and 
buildings for assessment purposes are considered one and all. Now 
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in 1952, when I was a member of the board, I brought to the attention 
of the other members that land should be assessed separately and 
buildings separately, and that has been done ever since. 

Mr. Moutronan. Mr. Ottley, are you saying to me then that $18,000 
is the value of the buildings on the land or was that the increase ? 

Mr. Orrtey. That was supposed to be the increase on the overall 
Constant estate. 

Mr. Motionan. Then there are 240 acres in the estate ? 

Mr. Orriry. There are about that. 

Mr. Motionan. That would represent approximately—I am not 
quite sure that I understand. In 1952, the $650 valuation included 
both the buildings and the land ? 

Mr. Ortiey. Yes, sir. 

Mr. Mottonan. In 1956, the $500 valuation includes only the land, 
a the buildings? 

Mr. Orrizy. That is right. 

Mr. Motx1onan. In addition to that, you increased the valuation of 
the buildings by $18,000? 

Mr. Ortizy. No; ‘the buildings were not increased. I am saying 
that the buildings, the value of the buildings was not included in the 
assessment when it went down to the tax assessor’s office. 

Mr. Motionan. In 1956? 

Mr. Orrtey. In other words, the actual value that the Contant estate 
had to pay was less according to the figures than they should have 

aid, had the value of the buildings been included on that schedule. 
hat was corrected later on. 

Mr. Mottonan. Did that represent in the final analysis an increase 
or a reduction in the valuation in 1956? 

Mr. Orriery. All the taxes in 1956 that I know of were an increase 
over the 1954 taxes, in all cases. There were no decreases in any taxes 
that we passed on in 1956. 

Mr. Mot1o1,n. Is there approximately 240 acres in the estate of 
Contant ? 

Mr. Orrtey. I can’t tell you unless I can get the records on that. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. I co not believe I have any questions. 

Mr. Cuuporr. Mr. Jonas? 

Mr. Jonas. You say you wrote a treatise on tax assessment at one 
time? 

Mr. Ortiey. Yes; that is right. 

Mr. Jonas. Was that published ? 

Mr. Orttey. Yes, sir. 

Mr. Jonas. Where was it published ? 

Mr. Ortiey. In the Daily News. 

Mr. Jonas. The local paper? 

Mr. Orrttey. Yes, sir. 

Mr. Jonas. Did it represent any considerable amount of study ? 

Mr. Ortiey. Well, it was my idea based on what I had studied 
before and based on reports that I had read in relation to the Virgin 
Islands and its land situations. 

Mr. Jonas. Have you ever written any other documents or articles? 

Mr. Orriey. Only my report in 1956 to the board of tax review. 
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Mr. Jonas. You were appointed to the board of tax review in 19527 

Mr. Orriey. Yes, sir. 

Mr. Jonas. How long have you worked for the Post Office Depart- 
ment ¢ 

Mr. Orriry. I have been working there for 16 years, 

Mr. Jonas. Are you acivil-service employee ? 

Mr. Orriey. Yes, sir. 

Mr. Jonas. How old are you? 

Mr. Ortriey. Iam 40. 

Mr. Jonas. Are youa native of the islands ? 

Mr. Ortiey. Yes, sir. 

Mr. Jonas. I think that is all. 

Mr. Crvporr. Thank you very much, Mr. Ottley. Now the presi- 
dent of the taxicab association, do you have some questions to ask him ? 
How about you, Mr. Knox? Mr. Jonas? 

Mr. Knox. Ihave some. 

Mr. Cuvporr. Mr. Knox has some questions. 


FURTHER STATEMENT OF OWEN I. LANS, PRESIDENT, ST. THOMAS 
TAXICAB ASSOCIATION, VIRGIN ISLANDS 


Mr. Knox. Mr. Lans, do you have a copy of the bid which you sub- 
mitted to the development department of Vicorp for the taxi service ’ 

Mr. Lans. At the airport ? 

Mr. Knox. Yes. 

Mr. Lans. No, sir; I don’t havea copy. 

Mr. Knox. Do you recall what the bid called for in the form of a 
criterion to serve the airport ? 

Mr. Lans. Yes, sir. It is this bid here. I have a copy. 

Mr. Kxox. Please inform the subcommittee of what the criterion 
Was. 

Mr. Lans. Would you like me to read the whole concession ? 

Mr. Knox. Mr. Lans, what I am interested in is relative to the pro- 
visions which were in the invitation to bid for the concession. What 
were the provisions / 

Mr. Lans. I will read a few parts of it. 

This part here says: 

All cabs will be permitted to enter the airport terminal to discharge passengers. 
But the concessionaire will have exclusive right to provide taxi service for the 
said terminal. 

Now, on this point here, when we read this point here with our law- 
yer and three other officers, we went to the management of the develop- 
ment department of Vicorp to question what “exclusive right.” 

It was told to us that anyone who won the contract would have 
to honor other agreements by other groups, prearrangement. with 
agencies and the like. 

Mr. Knox. Let me ask you a question there. What was the bid 
comprised of as far as your organization was concerned? Did you 
pay so much for each person that you removed or was it a flat fee 
that you would pay the Vicorp development department ? 

Mr. Lans. You mean in this proposal ? 





402 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Mr. Knox. Which you would pay the development department of 
Vicorp for the privilege of having full concession of the incoming 
passengers to be transported into the city ? 

Mr. Lawns. This part says: 


A monthly rent will be the bid item. The amount of $200 per month will be 
the minimum bid acceptable. 


It goes on further to say: 


All cabs arriving with a fare or departing with a fare will pay a toll of 10 
cents at the airport terminal. 

This would mean the group that won the bid would collect that 10 
cents from ingoing and outcoming cabs. 

Mr. Kwox. That is the question I would like to know, sir. Is that 
10 cents per person or per cab ¢ 

Mr. Laws. Per cab. 

Mr. Knox. Per cab? 

Mr. Lans. Yes, sir. 

Mr. Knox. Plus the $200 ? 

Mr. Lans. Plus the $200 set as a minimum for the bid, as a minimum 
in bidding. 

Mr. Kwox. In other words, the 10 cents per cab would apply until 
the $200 had been used up in concession rights? 

Mr. Lans. No, sir. It is ike this. The one that got the concession, 
for example, the group that has the concession now, I[ think they 
are spending around $230 a month. They are paying that to the 
Vicorp per month and they are collecting 10 cents per cab, ingoing 
and outcoming cars with passengers. I think they have also a park- 
ing lot where they collect from the parking lot. That makes up their 
money to pay this per month. But this 10 cents was to be collected 
by the group that got the concession who won the bid. 

Mr. Knox. Do I understand that the contractor with the develop- 
ment department of Vicorp is not actually a cab concern? Do they 
have cabs of their own ? 

Mr. Lawns. No, sir. The Vicorp had out this concession for bid 
for any taxi group that could meet the contract here which called 
for a minimum of $200 to start with and who gave the highest bid and 
who on this solicitation got the bid. We bid on this concession here 
and our bid was lost because it was less than the other group that 
bid, but we are not contesting that we lost the bid at that point. What 
we are contesting is the exclusive right that we took up with the man- 
agement at the airport, an exclusive right to the other group that was 
not considered before. Let me go ahead a little further and I can 
explain something more. 

When we read about this exclusive right here, we took it up with 
the management of the airport to find out exactly how exclusive the 
airport would be with the one who had won the bid. 

We were told by the management that regardless of which group 
won the bid would have to honor any agreement by any other group 
such as sightseeing tours and other prearrangements made. 

After the bid came out and it was all finished, February 13, 1956, 
we received a copy of this letter that was sent to the group that won 
the concession from the development authority, and this stated in here, 
it made it clear: 
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The second decision arrived at by the subcommittee was the policy which 
would determine the removal of all passengers which would fall under the 
classification of the taxi fare. It is no more conceivable that the hotel or other 
business be able to dictate that a taxi may remove a fare from the airport than 
that this department could indicate who would remove fares from the premises 
controlled by these other businesses. Therefore all incoming passengers may 
leave by private automobiles, in a vehicle owned or operated by the hotel to 
supply free transportation to the hotel, any recognized tour agency to whom 
the tour was directed by virtue of arrangement prior to arrival. 


This is the letter that we received shortly after the other group won 
the bid from the development department of Vicorp, which was on 
February 13, 1956. 

On April 23, 1956, we got this letter again from the Vicorp depart- 
ment which stated this. I will go right to the bottom of this letter. 
It states: 


The application of this provision of the contract will prohibit any taxicab 
operator other than the owners of taxicabs who are members of the Virgin 
Islands Organization. 


1 must say that the Virgin Islands Organization is the present 
group that has the concession at the airport. 


* * * who are members of the Virgin Islands Organization from removing 
passengers from the airport terminal. Also provided persons may depart from 
the airport terminal by foot, by rental of vehicles of rental car franchises or by 
privately owned vehicles which are not held out as vehicles for hire. 

Thus if a vehicle is owned by a hotel and is operated by a full-time employee 
of the hotel, it can remove passengers from the terminal provided the vehicle 
is not licensed or operated as a taxicab. 

Therefore if the hotel licenses its vehicle as a taxicab it would then be pro- 


hibited from removing passengers unless the owner was a member of the Virgin 
Islands Taxicab Organization. 

Thus it follows that the hetel cannot lease or contract with any owners of a 
taxicab who is not a member of the organization to remove such passengers 
from the airport terminal regardless of whether or not the 


passengers ride 
free or pay the fare. 


This we received April 23, 1956, telling us that as long as we are 
driving a taxicab, we could not remove any passengers from the 
airport whether it was prearranged tours upon arrival as stated in 
the early letter here, whether it was free or paid for. Today the 
St. Thomas Taxicab Association, we have an arrangement with 
American Express and other tourist agencies to bring in business on 
the islands, and we cannot remove passengers from the airport even 
to a family, we cannot remove from the Harry 8S. Truman Airport 
because it is a violation of the law. 

Mr. Knox. I asked you the question, Mr. Lans, if the successful 
bidder for the franchise at the airport actually owned taxicabs, and 
1 thought you said “No.” 

Mr. Lans. The successful bidders of this Virgin Islands Organiza- 
tion are members that own their own cabs and operate their own 
cabs just like the St. Thomas Cab Association. They have their 
own drivers. I think this other group is about the same thing. 

Mr. Knox. I do not think there is any violation because the Fed- 
eral law makes it mandatory that all concessions on Federal property 
be put out on bids, so I don’t see where there is any violation at all, 
because the airport is Federal property. 

Mr. Lans. That is true, sir, but what we are arguing is this: It is 
Federal property and it is under the Vicorp control, and the act of 
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Congress said that such property should be used for the best interests 
of the people of the Virgin Islands. 

Now is that being used for the best interests of the people of the 
Virgin Islands, one airport given an exclusive right as a monopoly to 
another group, the only airport, sir? 

Mr. Knox. Understand, Mr. Lans, that you bid upon the right to 
have the franchise to remove the passengers ! 

Mr. Lans. Yes, sir. 

Mr. Kwox. Another concern has outbid you and the Corporation 
then was duty bound to take the highest bid. 

Now we have a concession in my hometown at the Soo Locks where 
newspapers, candy, cigarettes, tobacco, cigars and so on are sold 
and only the person offering the highest bid and accepted by the 
Government is permitted and allowed to sell in that area, which 
is on Government property. 

Now that law came into effect I believe in the 78th Congress. 

Mr. Cuuporr. Except that I do not think that applies here, Mr. 
Knox, and I will tell you why. There is a little confusion about the 
setup here. The airports are under special order called the Virgin 
Islands Development Authority. It is not under Vicorp. 

The Secretary of the Interior has appointed Mr. Bartlett, who is 
President of Vicorp, as agent to operate the Virgin Islands author- 
ity. It is not in his capacity as President of Vicorp, it is not in 
his capacity as special agent for the Secretary of the Interior, section 
31 (a) of the organic act provides: 

The Secretary of the Interior shall be authorized to lease or to sell upon 
such terms as he may deem advantageous to the Government of the United 
States any property of the United States under his administrative supervision 
in the Virgin Islands not needed for public purposes. 

The Virgin Islands Development Authority is on property owned 
by the United States and under the authority of the Secretary of the 
Interior. Therefore, he appointed Bartlett to be the agent instead 
of coming down here himself and operating these authorities. 

So when they say Vicorp is running this thing, it is really not true. 
It is justa misnomer. I think under that section, and I have said that 
before, the Secretary of the Interior can authorize his agent to sell or 
dispose of any property to the advantage of the United States even 
without a bid. 

Mr. Knox. Of course, what I had reference to, Mr. Chairman, was 
the Federal law which makes it mandatory upon the Government 
agency operating the facility, that if they are going to have any con- 
cessions, that they must put it out on bids, and it must be awarded to 
the highest bidder. 

Mr. Lans. Could I say this, sir? 

Mr. Knox. Yes. 

Mr. Lans. What we would like to draw to your attention is this, 
sir. When we saw the award of exclusive right mentioned here: 


All cabs will be permitted to enter the airport terminal to discharge passengers 
but the concessionaire will have the exclusive right to provide taxi service for 
the said terminal— 
when we saw that with our lawyer and three officers, we went to the 
management of the development authority to have that word “exclu- 
sive” cleared up, and we were told, as in this letter here, and then it 
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was changed afterward, that regardless of who won that concession 
would have to honor any arrangement as was said here of any other 
group receiving tourists in the islands’ prearranged reservations. 

After that it was decided, shortly after here comes this letter de- 
priving any taxicab from removing prearranged tourists in the island. 

Mr. Jonas. Will you yield to let me ask you this question? What 
is the date of the yellow letter? 

Mr. Lans. February 13, 1956. 

Mr. Jonas. And the date of the other? 

Mr. Lawns. This is April 23, 1956. 

Mr. Jonas. Did you bask your bid on the basis of the information 
contained in the yellow letter? 

Mr. Lans. The yellow letter came afterward. 

Mr. Jonas. Had you already put in your bid before you received 
the yellow letter? 

Mr. Lawns. No, sir. When we took up the word “exclusive” it was 
shortly after the bid. 

Mr. Jonas. I am trying to help you, not confuse you. Did you put 
in your bid after you received the yellow letter? 

Mr. Lawns. No, sir; before we received the yellow letter. 

Mr. Jonas. I thought you had based your bid on the facts contained 
in the yellow letter, but apparently you did not do that. You put in 
your bid before you received the yellow letter? 

Mr. Lans. Yes, sir; we based our bid on the fact of what was told to 
us by the management before putting in our bid, when we questioned 
the word “exclusive.” 

That is the way we based our bid. We found out what the word 
“exclusive” meant, and it was told to us that regardless of who won 
the bid would have to adhere or honor any prearranged agreement 
with other groups. 

Mr. Jonas. When was that conversation ? 

Mr. Lawns. The conversation took place in the office with the man- 
agement of the development authority. I can’t remember the date, 
but our lawyer and about four other officers were present when we 
contested that. 

Mr. Jonas. Before you put in your bid? 

Mr. Lans. Yes, sir. 

Mr. Jonas. When did you put in your bid? 

Mr. Lans. Let me tell you when we put in the bid. The bid here 
was supposed to be in, the public bid would be opened January 16, 
1956. We put in the bid January 16, 1956. This came out December 
29, 1955. 

Mr. Cuvporr. I think your problem is this—and I think that you 
ought to put all your exhibits in the record so that we can study them. 

Your problem is that because of the wording of the invitation to 
bid, you were trying to get an interpretation of what they meant by 
the word “exclusive” ? 

Mr. Lawns. Yes, sir. 

Mr. Cuuporr. And you went to them and you asked them what 
they meant by the word “exclusive” and they gave you one interpreta- 
tion in April. 

Mr. Lawns. Yes, sir. 


90694—5 7——_27 








406 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Mr. Cuuporr. And then changed the interpretation in a later com- 
munication. I don’t want to prejudge this thing, but I think you 
ought to put your letters in the record and let us study them to deter- 
mine what we can do about it. 

If you had a bona fide dispute with the development authority as 
to the interpretation of the word “exclusive,” it would have to be 
decided probably by a court rather than by a congressional committee, 
but we will be very happy to take your exhibits. You can put them 
in the record and we will study them and make reference to them when 
we write our report. 

Mr. Jonas. Can I ask one other question? Who was it that you had 
the conversation with? Mr. Gray? 

Mr. Lans. Mr. Gray, management of the development authority, 
with our attorney and about three other officers. 

Mr. Knox. Would it be possible, Mr. Lans, for you to obtain a 
copy of the invitation to bid so we may also have it in the record? 

Mr. Lans. Yes, it is right here, sir, this invitation to bid is here, 
for the submarine base and the airport. I would like to say, too, sir, 
that this letter here verified our meeting with Mr. Gray and the 
attorney because it is clearly stated here ‘where tour agencies could 
remove passengers by prearrangement. This letter clearly states e 

Mr. Knox. We have accepted your documents for the record. 
which time we will be able to give the matter thorough study, Mn. 
Lans. 

(These documents have been placed in subcommittee files.) 

Mr. Cuvporr. Thank you very much, Mr. Lans. The next witness 
is Mr. Rudolph Galiber. 

Mr. Jonas. Mr. Chairman, aren’t you going to call Mr. Gray? He 
is in the room. Are you going to finish this up? 

Mr. Cuuporr. Is Mr. Gray here ¢ 

Mr. Pertman. Except that. we have other matters connected with 
Mr. Gray, Mr. Chairman, which we will ask him to answer all at one 
time. 

Mr. Cuuporr. Is Mr. Galiber here? 

The subcommittee will recess for 5 minutes. 

(Short recess. ) 

Mr. Cuuporr. The subcommittee will be in order. 

Mr. Galiber, would you identify yourself for the record, please ? 


STATEMENT OF RUDOLPH GALIBER, COMMISSIONER OF PUBLIC 
WORKS, VIRGIN ISLANDS 


Mr. Gatmer. I am Rudolph Galiber, commissioner of public works 
for the United States Virgin Islands. I was born in the Virgin 
Islands on St. Thomas, attended the local high schools, served 2 years 
in the United States Army as sergeant, attended How: ard University, 
got a degree of bachelor of science in civil engineering, attended the 
University of Michigan at Ann Arbor, got a master’s degree in 
engineering. 

I served an internship at the University of Massachusetts at Am- 
herst and returned home as sanitary engineer director in the health 
department. 1 served as sanitary engineer director for 4 years, and 
was promoted to the position of assistant commissioner of public 
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works in June 1955, and was later promoted to acting commissioner in 
September 1955, and was made commissioner in June 1956. 

I am an associate member of the American Engineers, the American 
Concrete Institute, and I am a reserve officer in the United States 
Public Health Service. 

Mr. Cuvporr. Mr. Galiber, do you have a statement you would like 
to make to the subcommittee ? 

Mr. Gautper. I have no statement, sir, except to possibly 

Mr. Cuvuporr. Would you, as briefly as possible, tell us how your 
department operates 4 

Mr, Gauiper. Yes, sir. The public works department has been 
undergoing a period of reorganization during the past 6 months. 
We are now crystallizing four ‘divisions in the dep artment; a division 
of construction and mi tintenance, a division of utilities, a division of 
sewage or a division of sanitation, and a division of water. 

At the present time we have division heads for utilities, construction 
and maintenance, and sanitation. 

The water division is vacant. In the district of St. Croix we have 
a district supervisor and an assistant district supervisor, and in St. 
John a project engineer. 

Frederiksted also has a project supervisor. Some of the responsi- 
bilities of the public works department involve the maintenance, oper- 
a and repair of all water source and distribution facilities, sewage 
facilities, maimtenance and construction of roads and highways, devel- 
opment of plans, specifications for small projects, administration, that 
is administrative problems, budgetary problems, maintenance of pub- 
lic buildings and the construction of minor buildings, small projects. 

These responsibilities extend throughout the United States Virgin 
Islands. We also administratively control the telephone system and 
the harbor services in the Virgin Islands. 

We, further, have an engineering services section which acts as an 
arm to the department for strictly technical information and design, 
construction. That is all. 

Mr. Cuvporr. Mr. Lanigan, do you have any questions? 

Mr. Lanican. Last year you stated informally that you believed 
it was feasible to help meet the water situation on St. Thomas by con- 
structing a dam at a point called Turpentine Run which would have 
about a 100 million-gallon capacity, and I believe there was quite 
a bit of dispute about that, and I wanted to ask you this. 

First of all, after this question, will you give us a general rundown 
of your water situation, but, first, I understand that the Soil Conserva- 
tion Service is or has actually constructed a dam in the Smith Bay 
area on St. Thomas with an 84 million-gallon capacity. 

I was wondering if you were fé umiliar with that dam that has been 
constructed by the Soil Conservation Service ? 

Mr. Gaviver. I am not familiar with that project. 

Mr. Lanican. Have you seen that dam or have you had any report 
on it? 

Mr. GauiBer. Not the one that is under construction now; no. 

Mr. Laniean. Can you verify the fact that there is a dam under 
construction ? 


Mr. Gauiper. Yes: I have heard of it. 
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Mr. Lanican. What could you tell us about it? We had hoped that 
somebody from Soil Conservation Service would be here, but ap- 
parently they have not come, so maybe you could fill us in. 

Mr Gxikenn. I do not know anything about the one that is under 
construction. 

Mr. Laniean. Do you know whether or not it is an 80 million- 
gallon capacity dam? 

Mr. Gauiper. I would not doubt that there is a capacity of 80 mil- 
lion gallons. 

Mr. Lantean. Could you bring us up to date on the water problem 
here in the Virgin Islands, and give us your ideas as to what can be 
oe pe alleviate the periodic water shortages that you have been 

aving? 

Br Cdinwnd: The system in St. Thomas is a very complicated one. 
It involves numerous sources, many of which are tied into the dis- 
tribution system. 

The average demand on our present plant is approximately 250,000 
gallons a day. That demand we can supply during the wet months of 
September until January or February. 

During the dry months we cannot supply 250,000 gallons a day. The 
capacity, I imagine, during the dry months is only about 50,000 gallons 
a day. Recently we have purchased a water barge and tugboat which 
has been run between Puerto Rico and the Virgin Islands, and supple- 
menting our storage capacity with water from Puerto Rico. The 
cost of bringing the water from Puerto Rico and pumping into the 
lines is equal to the receipts received for the quantity of water brought 
from Puerto Rico. 

I think we are breaking even on the cost of barging water from 
Puerto Rico to the Virgin Islands. The problem which we have not 
met and which I anticipate will be during the dry months which come 
in March and April. We have not had the tug in full operation dur- 
ing a real dry period, and it is doubtful if the barge and tug can be 
depended on, that is for 100 percent dependability for supplementing 
our ree water supply. 

Therefore, we have gone a step further and engaged the services of 
an engineering firm of Gibbs & Hill, and they have recommended the 
installation of a sea-water distillation plant. The Interior Depart- 
ment, Mr. Eardley—Edward P. Eardley—reviewed that report and 
thought that it was an excellent report, if adjusted in certain areas. 

The present belief is that with the installation of a sea-water distilla- 
tion plant, where you would utilize the prime source of energy, which 
is your steam for electric power and the byproduct, that is the steam 
when the pressure is reduced about 10 pounds is used for a multiple 
effect, we could not only produce distilled water or potable water 
but we could produce in the area of $70,000 worth of electrical energy a 
year. The cost of operation, if you disregarded the writing off of the 
plant, if you consider the installation of such a plant as you would 
construct a road or put up a building, where you work your figures 
along the cost of operation, the water can be produced at around 50 
cents a ton, 240 gallons. 

Water is now sold at 40 cents a ton. That figure does not incor- 
porate the savings that might be made if the power people who now 
= the powerplant, if they would operate the distillation plant, 
that is if you would divide or just cut your personnel costs in two, or 
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let’s put it this way, combine all your personnel and powerplant and 
distiNation plant, it is felt that the cost of water can be sold at around 
40 cents a ton, the present rate. 

Mr. Lanican. That is without depreciating the plant at all? 

Mr. Gauiser. That is right. 

Mr. Lanican. Of course the plant would actually depreciate, would 
it not? 

Mr. Gauizer. Definitely, but water is a commodity and I imagine it 
has to be treated assuch. In areas where it is not available, it becomes 
just like oil is to Western Europe. The same applies to water in the 
Virgin Islands. 

Mr. Lanican. Have you given any further consideration to the pos- 
sibility of constructing dams or other storage facilities which could 
serve the populated area on St. Thomas? 

Mr. Gauiser. We have investigated the installation or the construc- 
tion of a dam at Turpentine Run, but it was found soon after the sub- 
committee left, the philosophy or trend was toward the sea water dis- 
tillation, and I think a contract was let soon thereafter for the sea- 
water distillation study. 

But I just roughly made some cost investigation, that is pulled fig- 
ures out of a hat, and I would say that this dam which would store close 
to 100 million gallons would only supply 490,000 gallons a day, that is, 
in a straight line demand; that is, if you correlate your straight line 
demand with your ripple diagram, you get a storage of 190 million 
gallons and 400,000 gallons a day. 

The cost would be in the area of $6 million. So the question re- 
solves itself to this: Do you want 490,000 gallons a day at $6 million 
or $7 million, 5 years from now, or do you want 250,000 gallons a day 
that is double the present capacity in a couple of years? I think the 
trend is to double the capacity as soon as we can. 

Mr. Lanican. The distillation process then would add about 250,000 
gallons per day, is that right? 

Mr. Gauiser. To our present 250,000 gallons. 

Mr. LanicAn. And you said, I think, that the philosophy had turned 
toward distillation. What consideration has been given since we were 
here to the possibility of adam? Have you had any discussions with 
anyone and what has happened to that? 

Mr. Gatizer. No consideration was given to the dam. 

Mr. Lanican. No? Did you present any report—has any report 
been presented to the Governor or a higher authority on the dam 
possibility ? 

Mr. Gauizer. No, sir. I was not asked by the Governor to pre- 
pare any report on the Turpentine Run Dam. 

Mr. Lanican. In view of the dam that is being constructed, would 
you consider that there are possibilities of constructing storage dams 
other than the Turpentine Run and other than the one being con- 
structed at Smith Bay here on St. Thomas? 

Mr. Gauizer. Would I do what, sir? 

Mr. Lanican. Would you consider that it would be feasible to con- 
struct storage dams and get water from them, other than the Turpen- 
tine Run Dam and the dam being constructed by the Soil Conservation 
Service ? 
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Mr. Gaiper. I feel that the immediate solution for potable water, 
that is a water supply, would be the salt water conversion. I feel that 
for agricultural reasons, it is a good idea to construct these earthen 
dams, but for a source of potable water, I think we would run into 
difficulties in chemical composition of the water supply. I think one 
of the objections to Turpentine Run Dam was the quality that would 
concentration of more than six- to seven- millionths of hardness. 

On the continent, people are used to a hard water supply in the 
Middle West, and a soft water supply is palatable. In the Virgin 
Islands people are used to a palatable water supply and object to a 
concentration of more than six to seven-millionths of hardness. 

Mr. Lanican. Would you say that it would be cheaper, considering 
the depreciation costs, to get your water from the dams or from salt 
water conversion / 

Mr. Gauiper. I think the initial cost for the salt water distillation 
is less than the dam, and I would say that the depreciation and main- 
tenance costs would be equal, because if you did construct a dam, you 
would have to put in treatment facilities, filters, softening facilities, 
chlorination, and so forth, and you begin to run up into the same thing 
you would run up into in a sea-water distillation plant, machinery. 

Mr. Laniean. Considering the storage capacity, what would be the 
cost of the water that you have investigated, that is, the Turpentine 
Run Dan, per gallon? Did you ever get that far in your studies, or 
per ton or however you figure it ? 

Mr. Gauiper. Oh, I could not give you that figure because no esti- 
mates of cost were made. You see, with the sea water distillation 
plant, it is one of—in order to arrive at the cost of a ton of water, 
you would have to arrive at a cost of operation, since we have no 
figures on the construction cost of the dam. Needless to say, on the 
operation I could not arrive at the cost. 

Mr. Lanican. On the basis of the report, do you consider the dis- 
tillation process an economically feasible process at the present time ? 

Mr. Gauieer. I think in the Virgin Islands, in the Condens Islands 
it is considered an economical process. 

Mr. Laniean. That is because of the peculiar lack of water in these 
areas ? 

Mr. Gatiper. That is right. 

Mr. Lanican. Would it be considered feasible in other parts, say in 
the United States ? 

Mr. GALiBeR. No, except now it is beginning to be considered feasible 
on the west coast, California, where the ground water table is being 
depleted considerably. The Government is concerned about it and 
they are doing studies at California Tech and MIT. The Interior 
Department has a $10 million grant to investigate the conversion of 
sea water to potable water. 

Mr. LAnican. Are you preparing a program to present to the legis- 
lature in your public works program to include a, let us say, more or 
less long-term solution to the water problem ? 

Mr. Gauieer. Yes, sir. 

Mr. Laniean. Will that be presented at the next legislature? 

Mr. Gauiser. I imagine it will. 

Mr. LantGan. That is all I have. 

Mr. Cuuporr. Mr. Mollohan ? 
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Mr. MotitoHan. Have there been any wells at all drilled on the 
islands? Is it considered possible to drill for water here? 

Mr. Gauieer. It is not impossible to find water in wells in the Virgin 
Islands, but the quality of the water is not fit for human consumption. 

Mr. Mottonan. I don’t know whether this impoundment pond that 
Mr. Lanigan was talking about, purporting to contain or have a capac- 
ity of 80 to 84 million gallons, is the same one that is being built on the 
island of St. Thomas at Smith Bay. 

Mr. Lantcan. Yes; that is Smith Bay. 

Mr. Motxionan. I understood from the statement given to us the 
other day by the Soil Conservation Service on St. Croix, that that was 
only to contain approximately 36 million gallons. 

Mr. Prxcus. They have changed their figure. 

Mr. PERLMAN. The figure of 84 million came from Dr. Bartlett. 
They have since changed the figure to 36 million. 

Mr. Mornonan. And, in your opinion, the Turpentine Run is prob- 
ably the only satisfactory site you have in this area, in the St. Thomas 
area, for an impoundment such as we are talking about ? 

Mr. Gaurper. That is correct. 

Mr. Morronan. There are no other areas around here where you 
might locate a dam ? 

Mr. Gauiper. No, sir. 

Mr. Mottonan. That would aid in any way in alleviating the water 
shortage ? 

Mr. GaAuiper. Not an adequate supply; no. 

Mr. Cuuporr. Mr. Knox? 

Mr. Knox. Mr. Commissioner, what is the deepest well that has 
been drilled on the island ? 

Mr. Gauiser. The United States Geological Survey sent a team 
down here, headed up by Charles Me Guinness, and they made a study 
of ground-water supplies in the Virgin Islands. Wells in their re- 
port had been drilled to as deep as 100 feet on St. Croix. They went as 
deep as 100 feet, drilled wells. In many instances they got an adequate 
supply but a very poor quality. 

Mr. Knox. May I ask what terrain they were drilling? Was it on 
the flat farm soil or was it on a mountain ? 

Mr. GaALiper. They were drilling in alluvium. which is in the Con- 
cord area. Mr. McGuinness is a specialist for the Government, Geo- 
logical Survey, and his report reveals that, of the numerous wells 
drilled, driven, and dug in the three islands, where the supply was 
adequate as far as quantity is concerned, it was not adequate quality- 
wise. Where the quality was all right, it was not sufficient in quantity. 
These are ground-water studies. 

Mr. Knox. Have there been any test wells in the so-called mountains 
here in St. Thomas? 

Mr. Gauiper. No, sir. 

Mr. Knox. Don’t you think it would be advisable to do so, sir? 

Mr. Gautier. No, sir. 

Mr. Knox. Why? 

Mr. Gatiper. Because 

Mr. Knox. If you do not explore, how do you expect that you are 
going to find out what you want in the form of results / 

Mr. Gaxieer. Mr. Knox, I would first drill in the areas where I 
thought water was stored. Water seeks a level and seeks the sea. The 
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areas that Mr. McGuinness drilled and dug in were the flat areas, the 
alluvial areas. I cannot conceive of water being stored at the top of a 
mountain. 

Mr. Knox. You have no conception, then, of springs flowing through 
these mountains that would give you a water supply ¢ 

Mr. GauiBer. Possibly so, but that is my personal belief. 

Mr. Knox. The reason I asked that question is that I was on a tour 
of the island a few days ago, and over on the far side of the island in 
the vicinity of, I believe, the Drake Seat, there is a farmer that irri- 
gates his garden from a spring. 

Mr. Gauiser. I am familiar with that site. 

Mr. Knox. You are familiar with it? And that is the reason why I 
questioned you relative to any test wells being put in on the mountain- 
sides, and as to what supply of water that may be behind this spring 
that gives him sufficient water for irrigation purposes. 

Mr. Gauiper. Well, I think I can make some comments on that. 
There are numerous intermittent springs, as we call them, through- 
out the Virgin Islands. The only perennial stream is this Turpen- 
tine Run. 

Now, the stream you saw out by the Drake Seat on the north side 
is an intermittent stream. If you came back in March or April, it 
might just be dripping very little water, and if you ever put a de- 
mand on that, if you ever put a demand of, let’s say as little as 
10,000 gallons a day, that spring disappears, "because it is actually 
Ww ater that has percolated in the top of the hill and is outcropping 
in that area. That particular well probably only serves about 1 or 
2 farmers. 

Mr. Knox. Is it pure, fresh water? 

Mr. Gauiper. No; it is brackish water. It is a brown water sup- 
ply and is brackish. It runs about 120 parts per million, 150 parts 
per million, hardness, at least. 

Mr. Knox. That is because of the mineral content ? 

Mr. Gauiper. That is correct. 

Mr. Motitowan. Excuse me; I did not hear you. Did you say it 
was very hard ? 

Mr. Gauiper. Yes; it is very hard. 

Mr. Kwox. Even though these various springs do exist, you are 
still of the opinion that there is no quantity of water in deposit in 
the mountains that would give you a potential water supply for even 
a fort of the island, or to supplement what you already have? 

Ir. GALIBER. Possibly to supplement, a small percentage, maybe 
5 percent. You can harness all of the small intermittent streams 
if it got really bad. But as a source, as a central source for the com- 
munity, I do not think there is any one single source that warrants 
or justifies further study in the Turpentine ‘Run area. 

Mr. Knox. The reason why I comment on these springs is that in 
the country where I live we drill wells, 200, 300 feet before we get an 
adequate supply of water, and I was wondering if there had been 
a test well put in to determine from exploring the possibilities of 
water / 

Mr. Gariper. There have been, I would say, close to at least a 
hundred test wells in the Virgin Islands. 

Mr. Kwox. You say 100 feet is the deepest that has been drilled ? 

Mr. Garrser. I think McGuinness went down to 200 feet, not over 
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200 feet, but the one at Slob in St. Croix, someplace over there, there 
were 1 or 2 where he went down to 100 feet and then 200 feet. The 
reason why he did not venture further for depths was because he 
started to get an encroachment of sea water, I imagine. 

Mr. Knox. I understand if you go in on the level you would but 
what I had in mind was the possibilities of drilling here on the hill- 
sides which are 1,000 feet above sea level. 

Mr. Gainer. Yes; 1,400 feet. 

Mr. Kwox. I shi ull not pursue the question any further, but I 
was wondering if the exploration work actually had been done. 

Mr. Gatiper. Has been done; yes 

Mr. Knox. In order to determine whether there was water supply 
available, if you went for it. I can recall one other incident where 
people in the vicinity of a small town 14 miles from my town carried 
water for 40 years, and they finally drilled a well 400 feet deep, and 
they got a flowing well of fresh water. Now, they had been traveling 
over that fresh water for 40 years and carrying it in barrels and 
- ‘kets and everything else to their homes, but all the time the water 

ras there. 

The only thing is they never went down to determine whether there 
was water until they put in this test well. It was something over 
400 feet. We have many wells that are 400 and 500 feet that are 
artesian wells. 

Mr. Gauiner. That is right. 

Mr. Cruporr. Mr. Jonas? 

Mr. Galiber, I just have a couple of questions. I thought you said 
that there were no wells on the island, and I presume you ought to 
know, but when I was coming down here this morning, coming “down 
Main Street, we passed a tank that looked to me like a cistern, but 
there was a man dipping some small steel drums into it and getting 
water. Right at the entrance of French Town, I believe itis. I asked 
the driver who brought me down, “Is that a cistern?” He said, “No; 
that isa well.” He said, “It is being fed by a spring.” I don’t know 
if, being a driver, he was an authority on that or not. 

‘hen as we rode down the street, we got down another few feet near 
the Catholic church, and he said, “There is another well.” It was a 
wooden cover built up about 3 feet high with a cover over it. He said, 
“That is another well.” I was just wondering whether you knew 
anything about that ? 

Mr. Gauiper. Well, Mr. Chudoff, I did not say there were no wells. 
There are many wells in the Virgin Islands. I said that I did not 
feel there was any one well or number of wells so located that they 
could serve the community, that you cduld develop to serve the 
community. 

Mr. Motzionan. Those are right in the middle of town, Are they 
dug wells or drilled wells? 

Mr. Gauiper. They are dug wells. 

Mr. Motronan. How deep are they to your knowledge? 

Mr. Gaurner. Sixty feet, or fifty feet. 

Mr. Cuvvorr. Do they give a pretty good quality of water or is it 
brackish ? 

Mr. Gauiper. The quality is brackish. 
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Mr. Cuvporr. One other question. I think when we were down here 
last year you talked to me, and we talked about the number of water 
surveys that they had made on the Virgin Islands. I think you said 
that oe were finally going to make a survey that was going to end all 
surveys. I presume that is the survey you told us about today where 
they recommended the distilling of salt water ¢ 

Mr. Gauiser. That is right. 

Mr. Cuuporr. So now that is the final survey ; is that it ? 

Mr. Gauiper. I imagine that that will be the final survey. 

Mr. Cuuporr. If you can get some money out of the legislature, you 
will probably start that project in the next fiscal year ; is that it? 

Mr. Gaxiser. That is right. We have the funds now or the great 
part of the funds to start developing the plans and specifications and 
contract documents, and the third phase will be the appropriation for 
construction, and the fourth will be the construction and inspection 
work. 

Mr. Cuuporr. Do you have any idea of the approximate cost of a 
plant to distill salt water ? 

Mr. Gauieer. The approximate cost for construction is $1.3 million. 

Mr. Cuvuporr. And how long a period will it take to construct ? 

Mr. Gauieer. A little over a year and a half. 

Mr. Cuvporr. Would you have to raise some funds, sell some bonds, 
or something like that to do it? 

Mr. Gauiser. I would either have to float bonds or we would have 
to get it out of the “ii” matching funds. 

Mr. Cuuporr. You could set up an authority, couldn’t you? Do 
you think if you set up an authority, you as a result of selling this 
water could get a fair return on the investment to return the bond- 
holders some interest ? 

Mr. Gauieer. Possibly. 

Mr. Cuvporr. I am sorry that the soil conservation representative 
did not come in. We noticed a lot of reservoirs or dams on St. Croix, 
and they promised to come in and tell us about them and also tell us 

about this 36-million-gallon private dam up on St. Thomas. But 
they did not send anybody in. We are going to get them to come in 
to Washington if we can. 

Any further questions? 

Mr. Jonas. I did not intend to ask any, Mr. Chairman, because I 
did not know anything about this subject except some rumors I heard. 
I thought the staff might plan to go into it. Since they have not, I 
think I will ask the witness to explain to the subcommittee what he 
knows about the increase in cost of this new construction over the 
original estimates ? 

Mr. Gauiper. What new construction, sir ? 

Mr. Jonas. I have heard fantastic rumors that some building pro- 
gram was to have cost $75,000 and is now up to a couple of hundred 
thousand. 

Mr. Cuvporr. I think what Mr. Jonas is referring to is that you 
are building a building to house the legislature and, I think, the finance 
department ? 

Mr. Gainer. Yes; the marine barracks. 

Mr. Cuuporr. You are renovating the old marine barracks. When 
is finished you are going to have a couple of departments in there? 
Mr. Gauiper. That is right. 
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Mr. Cuvporr. And that the final costs are way over the original 
estimated costs / 

Mr. Gauizer. Let me put it this way: the final cost is actually the 
original estimate. 

Mr. Jonas. What? 

Mr. Gauteer. The final cost is the original estimate. It is not the 
original appropriation but it is the original estimate. 

Mr. Jonas. What was the original estimate ? 

Mr. Gauiser. $250,000. That was my estimate. 

Mr. Jonas. That was an estimated total cost that was presented to 
the legislature at the time they made the first appropriation? 

Mr. Gaiser. No, sir, not to my knowledge. There was a “ii” 
appropriation of $80,000 for public buildings, and Governor 
Alexander’s desire was to reconstruct and renovate this marine bar- 
racks for senate offices and the department of welfare. He started the 
ball rolling on reconstruction with the $80,000. 

I don’t think either Governor Alexander or anybody in the public 
works department ever made an estimate for the Governor or the 
senate on the cost of the building. The estimate was made after the 
original appropriation and the demolition work had started, if you 
follow me. 

Mr. Jonas. How far along is the work now ¢ 

Mr. Gautier. Virtually 100 percent complete. 

Mr. Jonas. When will it be occupied ? 

Mr. Gauiser. By the end of this year. 

Mr. Jonas. Before January 1? 

Mr. Gauiser. That is right. 

Mr. Jonas. Do you have all of your costs and your expenses in and 
you know what the total will be? 

Mr. Gauiper. Yes, sir. We are about 98 percent complete now, and 
the expenditure to date is $190,000. 

Mr. Jonas. That is $60,000 under your original estimate ? 

Mr. Gainer. That is right. 

Mr. Jonas. Do you think the final cost will go above $200,000? 

Mr. Gaiper. Close to $200,000. 

Mr. Jonas. And have these costs all been paid ? 

Mr. Gauiper. That is correct. 

Mr. Jonas. Out of what funds? 

Mr. Gauiser. Double “i” funds, matching funds. That is special 
emergency public projects. 

Mr. Jonas. All appropriated by the legislature ? 

Mr. Gauiser. That is right. 

Mr. Jonas. At one time? 

Mr. GAuiner. No; at several times, three different periods. 

Mr. Jonas. The first appropriation was $80,000 ? 

Mr. Gauizer. The first appropriation was $90,000. 

Mr. Jonas. Was that based on your budget that you submitted 
through the Governor ? 

Mr. Gauiper. No, sir. 

Mr. Jonas. What did you have in your budget for that year? What 
did you have in the budget figures you presented for that year? 

Mr. Gauier. I had nothing on the marine barracks for that year. 
These figures were presented by the Alexander administration. 

Mr. Jonas. I mean that was before you assumed office? 
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Mr. Gauiser. That is right. 

Mr. Jonas. By your predecessor then. What did his budget carry? 

Mr. Gatiper. Will you take these figures down, please? 

Ninety thousand dollars under account No. 45. 

Mr. Jonas. $90,000 what ? 

Mr. Gauiper. On the account No. 45, bill No. 30. 

Mr. Jonas. Does that say for an interim appropriation ? 

Mr. Gauizer. It says for reconstruction and extension government 
buildings, including the old marine barracks. 

Mr. Jonas. But it does not say it is an interim appropriation? That 
language would indicate that that appropriation was to complete the 
work, would it not? 

Mr. Gauiper. No, sir, because there are subsequent appropriations, 

Mr. Jonas. I know, but is there any language in that original ap- 
propriation that would indicate that it is only an appropriation of an 
installment, and that the total is to exceed the $90,000? 

Mr. Gattser. No, there is nothing either way. There is nothing in 
the bill which says that it should not exceed $80,000, nor is there any- 
thing that says that it should. 

Mr. Jonas. All you have told us so far is that there was an appro- 
priation item of $90,000. 

Mr. Gauiper. At one time. 

Mr. Jonas. To do this work. Now what was in the budget that 
year that was presented to the legislature? Was there any language 
in it that would indicate 

Mr. Gauiper. No, sir, just reconstruction of Government buildings, 
$90,000. 

Mr. Jonas. That is why I said originally, I had heard that the orig- 
inal estimate of the total cost of this work was to be $80,000 or $90,000. 

Mr. Knox. Will you yield? 

Mr. Jonas. I yield. 

Mr. Kwox. May I ask you what your predecessor estimated the cost 
of the renovating of this building was? 

Mr. Gariper. I don’t think that there was any estimate, to be frank 
with you, sir. 

Mr. Knox. Do you mean then that the public works department 
just started in without any goal at all, only to complete the building, 
didn’t even know what it was going to cost on a force account pro- 
cedure ? 

Mr. Gauieer. That is right. In other words there was $80,000 al- 
located to public buildings, and the decision was made to start the 
marine barracks reconstruction under this allotment, with the hope 
that at some other session, with the hope that after an estimate was 
made, additional appropriations would be made to complete the 
building based on the estimate. 

Mr. Knox. What would happen to your building if the legislature 
just said, “No, we are not going to appropriate any more money” ? 

Mr. Gauiser. It would just stay demolished or halfway demolished. 

Mr. Knox. Is that the same procedure that you are constructing 
buildings under the public works today ? 

Mr. Gauiser. Not now; no, sir. 

Mr. Knox. Are you asking for bids on all public projects? 

Mr. Gauiser. Where possible, anywhere possible. 
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Mr. Knox. Now by “where possible,” how would you interpret 
“where possible?” 

Mr. Gatiper. Well, (1) some of our projects range from $1,300, 
$5,000, $8,000 and I don’t think, in fact I am sure, that many of the 
reputable contractors would not be interested in constructing a project 
for $1,500, and (2) in order to let a $1,500 construction project on con- 
tract, you have got to have contract documents, plans and specifica- 
tions and, inspection, and my philosophy is that it is not justifiable to 
let a contract on a $1,500 or a $5,000 job. 

Mr. Kwox. In other words, anda this building program that is 
about completed now, you had no architect to see that the specifications 
and so on were carried on ? 

Mr. Gattper. Not this building. 

Mr. Knox. Nothing at all? 

Mr. Gatiper. No. 

Mr. Kwox. Do you now under your contract? 

Mr. Gauieer. I caught up with the marine barracks; we had esti- 
mates; we got our additional appropriation which was needed based on 
the estimates ; and we are finishing the job. We are going to have some 
savings. 

Mr. Knox. You may wonder why I am interested in this particular 
project. I am interested in it because of the fact that you are using 
matching funds, and those are tax dollars of the rest of the people of 
the United States of America that are coming in here to help you 
people. 

Mr. Gauiper. That is right. 

Mr. Knox. And I feel very strongly that if matching funds are 
going to be used on public projects, every possible assurance should 
be given the United States oe ernment that the dollars being spent 
here are not wasted. It would seem to me that when you go into a 
force account procedure, you just cannot expect that you are going 
to be able to construct that building at a cost comparable to what a 
contractor would take it for. 

Mr. Gauiper. Mr. Knox, may I make a statement? 

Mr. Knox. Yes, you may. 

Mr. Gauiper. Thank you. The Marine barracks which is 15,000 
square feet of reinforced concrete, 48 columns, close to 60 rooms, a 
structure which is being reconstructed within a structure, within 4 
walls plus the restoration of the exterior, 8 Pratt trusses, close to 10 
tons of structural steel] is costing the Government $13 a square foot. 

That is what our unit cost is running on the Marine barracks. No 
contractor would bid on $13 a square foot for a job like that. 

Mr. Motionan. What would be the approximate contract or bid on 
construction of that type? 

Mr. Gauiper. Around $250,000. 

Mr. Motionan. You said $13 a square foot? 

Mr. Gauiver. Yes. 

Mr. Mottonan. What would his construction bid be approxi- 
mately ? 

Mr. Gaviser. I don’t know exactly what it would be, but I have 
gotten comments from several branches of the American Society of 
Civil Engineers who were down here. They had a convention in 
Puerto Rico a couple of years ago and some of the engineers were 
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over here, and I showed them the job, and they said they would never 
bid on that for $250,000, more than that. 

That is $13 a foot, and most of the new structures, not renova- 
tions—renovation, as you may know, sir, in most cases costs more than 
new constructoin. 

Mr. Knox. Understand I am not going to doubt your word at all 
on the figures that you have given. But, however, the only assurance 
that we may have is where there is competitive bidding. That is the 
only thing that we can rely upon. 

I am not questioning your statements that you have made relative 
to costs on it at all. But when you advertise for bids and you have 
competitive bidding, then of course naturally we have something that 
we can put our fingers on and say that this was the lowest bid and it 
has met all of the specifications that were set forth. 

Mr. Gainer. Except, Mr. Knox, a contractor has got to make a 
profit. I don’t. 

Mr’ Kwox. You are the first Government agency that I have ever 
found that felt that they could do the job as a Government agency 
cheaper than a contractor? 

Mr. Gatrper. Now remember what I said before, that there are 
limitations to force accounts. I would never do the waterfront high- 
way on force account. I never build a million dollars worth of schools 
on force account. I never do half a million dollars on force account. 
T think our limit is in the vicinity of the Marine barracks, $200,000. 

I would never go over that on force account. But I am saying that 
the small jobs. $5,000, $15,000, $20,000, when you do that on account, 
you have got to pay an architect and engineer to prepare plans and 
specifications for that. 

You have got to have inspection and your contractor has got to make 
a profit and his profit is going percentagewise to exceed the cost. If 
you compare it with a large job it would be more. 

Mr. Knox. You speak of a $1,500 to $5,000 job. Wouldn’t that be 
more of a maintenance job than it would be of new construction ? 

Mr. Garteer. I think it is. 

Mr. Kwox. I think it would too. I don’t think it should be con- 
strued as new construction, and therefore as far as maintenance is 
concerned, I do feel that the Government itself has an obligation to 
forever keep up the maintenance of their facilities that they have. 

When you go in to reconstruct, or a new project, that is on the other 
side, and I feel very strongly that there should be competitive bids. 

Mr. Gattper. I agree with you, sir, on that. 

Mr. Kwox. Yes. 

Mr. Lantean. Could I just ask one question ? 

I just want to get clear how this Marine barracks project got started 
without an estimate having been made. You say that Governor 
Alexander wanted to have that reconstructed or just what happened ? 

Mr. Garter. There was $90,000 appropriated for public buildings. 

Mr. Laniean. Was that requested in the Governor’s budget? 

Mr. Gauiper. That is right; under the “ii” program. Now, that 
could have meant one public building or a number of public buildings. 
He felt he should put it all into the Marine barracks at that time. He 
did, and during the course of the demolition the estimates were made 
and the additional funds were requested. We got them. 
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Mr. Lanican. Did you inform him that the estimate would have to 
be made after the project was started ? 

Mr. Gauiper. I was not in public works at the time. 

Mr. Laniean. That is all. 

Mr. Cuuporr. Any further questions? 

Mr. Gauiser. Except that I would like to make just one brief state- 
ment on the “ii” projects. That during the last half, the last 6 months 
of this calendar year we have completed 97, a total of 97 public proj- 
ects to the total of over $3 million. They are almost 100 percent 
complete. 

Mr. Knox. What were the projects comprised of ? 

Mr. Gauiser. They are streets, roads, sewers, potable water, recon- 
struction. 

Mr. Cuuporr. Mr. Galiber, just one other question. Do you think 
we will ever get that waterfront road finished ? 

Mr. Gauiper. I think they will, sir, and the deadline is December 
24, but definitely the early part of February it will be completed. 

Mr. Cuuporr. I guess because of the crushed rock problem, that 
delayed it a little bit? 

Mr. Gauiper. They had a number of problems. They are getting 
an extension on that. 

Mr. Cuuporr. Thank you very much, Mr. Galiber. 

Mr. Gauiper. You are welcome, sir, and I am glad to have appeared 
before the committee. 

Mr. CxHuporr. Congressman Mollohan asked me to recall Mrs. 
Smith for one question. I do not think you even have to come up. 
Would you just answer it from your seat, Mrs. Smith ? 

Mr. Mottonan. Mrs. Smith, you heard Mr. Ottley’s statement that 
the assessed valuation of the estate of Contant in 1952 or $650 per 
acre included the buildings as well as the land, while the assessed 
valuation in 1956, approved by the board of tax review in the amount 
of $500 per acre, did not include the buildings? 


FURTHER STATEMENT OF MRS. CLARISE BRYAN SMITH, TAX 
ASSESSOR AND RECORDER OF DEEDS, VIRGIN ISLANDS 


Mrs. Smiru. I do not think he was correct on that, sir. In 1952 
I was assessor, and I assess land and buildings separately, the same 
way I do today. 

Mr. MottoHan. Do you recall what the assessed value of the build- 
ings was in 1952? 

Mrs. Smirn. I think about $62,000, but I am not quite sure. 

Mr. Motitonan. Approximately ? 

Mrs. SuirxH. I could check it for you. 

Mr. MotitoHan. That was approximately $62,000 in 1952? 

Mrs. Smirna. That included a main hotel building and 7 cottages 
or 6 cottages, but what happened this year, the tax board sent out 
notices to the taxpayers of what the final decisions were on their 
appeals, and in the Contant case, they had completely forgotten to 
include the buildings. 

So they sent the owner of Contant a notice that he had so many 
acres assessed at so much and he was told the total assessment was so 
much and his tax was so much. We got a copy of that in the office, 
that is all we ever got was a copy of the letter sent to the taxpayer. 
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So when that came to my attention after looking them over, I said 
“Well, I don’t know what has happened to the buildings on Contant, 
but sometimes it happens that buildings belong to one person and land 
belongs to another.” 

In fact, if you will pardon my digressing, one of my main problems 
is that people move a building during a year and then I have to go 
all over the place looking for the building. But in this case it was 
not so. The person who owns the land also owns the buildings, so I 
called it to his attention, that you have either left out the buildings in 
this case or the board has forgotten to rule on it. 

Mr. Mootouan. Was that Mr. Ottley ? 

Mrs. Smrru. Yes. So a second notice, a second tax notice was sent 
to the owner of Contant which increased his assessment, but they stated 
what the land was assessed at and what the buildings were assessed at. 

Mr. Motitonan. Do you remember what the buildings were assessed 
at in 1956? 

Mrs. Smiru. I think it was exactly the same as in 1952, sir. 

Mr. Motionan. $62,000. Then to the best of your recollection the 
assessment in 1952 was $650 per acre plus $62,000 for the buildings, 
and in 1956 the final tax assessment as made by the board of tax review 
was $500 per acre plus $62,000 for buildings ? 

Mrs. Smiru. That is right. 

Mr. Knox. I wanted the combination as to whether or not the com- 
bination of buildings and land exceeded the $650 per acre assessment. 

Mr. Moxtonan. Is there anything further, Mrs. Smith? You 
started to answer me before I interrupted you. 

Mrs. Smiru. I started to say that the reason why Contant struck 
me as such an unusual example was because we lost $500 worth of taxes 
in between last year and this year. It wasa thing that called it forcibly 
to my attention. 

Mr. Motioman. You mean despite Mr. Ottley’s statement there was 
an increase of $18,000 in valuation 

Mrs. Smiru. We lost. The bill this year is $500 less in taxes, and 
when you think that that is $12.50 for each thousand valuation, you 
can see what I am talking about, $500 worth of taxes on one property. 

Mr. Motxionan. Actually Mrs. Smith, let me sum it up. The 
tax base as established in 1956 by the board of tax review as opposed 
to the tax base established by yourself and agreed to by the board of 
tax review in 1952, resulted in a loss of $500 in tax revenue for the 
Virgin Islands from the estate Contant, is that right? 

Mrs. Smiru. That is right. 

Mr. Cuvporr. Mrs. Smith, I wonder if we could not do this. I 
wonder if in order to keep the record straight and that we have the 
correct figures rather than depending on the various recollections, 
whether you would not submit the figures for 1952 and 1956 for the 
record ? 

Mrs. Smiru. Yes, I would, sir. 

Mr. Jonas. Mr. Chairman, Mr. Ottley is in the room with records. 
I would like to suggest that he come around and give us the benefit 
of the record that he has. I agree with you there ie been too much 
talking about the records. 

Mr. Cuuporr. That is right, I think we ought to get the correct 
figures, especially when we are talking about dollars and cents. 
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FURTHER STATEMENT OF AUBREY OTTLEY, SECRETARY AND 
CONSULTANT TO THE BOARD OF TAX REVIEW, VIRGIN ISLANDS 


Mr. Orriey. Gentlemen, the 1954 assessment, according to the tax 
assessor’s record as reported to the board of tax review, the total 
assessment on estate Contant including land and building for 1954 was 
$97,190. 

The assessment as made by the board in 1956 upon appeal from 
the assessment of 1956 on land the assessment as made by the board 
was $102,965, and the building was $62,640, making a total valuation 
of estate Contant property of | $165,625 or a tax of $2,703. 01. 

As I said here before, on August 31, an error of the board was that 
we had not included the assessment of the buildings as reported to 
Mr. Binley, and the assessment was subsequently called to their atten- 
tion and the entire total was made, and the total evaluation of the 
property in 1956 was $165,625 against the 1954 assessment of $97,190. 

Gentlemen, that is the record and I will be happy to submit that 
to your committee. 

Mr. Motitoman. Are you talking about 1954 or 1952? We have 
been relating 1956 to 1952 all the time and you picked up 1954. Is 
there some special reason ¢ 

Mr. Orriey. No; 1952. 

Mr. Motitonan. You mean 1952 instead of 1954? 

Mr. Orriry. No; 1954 was the year that we handled it, and that 
Was an increase over the years. 

In other words, the taxes have been increased and the thing that 
we have compiled was the tax between 1954 and 1955 as submitted to 
us by the tax assessor’s office. 

Mr. Mottonan. What was the tax in 1955? 

Mr. Orriey. In 1955 the taxes compiled by the tax assessor’s office ? 

Mr. Motionan. Well, as pased by the Board of Tax Review or as 
finally approved. 

Mr. Ortiey. As finally approved the tax was $2,703.18 and an 
assessment of $165,625. 

Mr. Motionan. That is 1955 and 1956? 

Mr. Orrrey. That is the 1955 assessment. You see, here you assess 
your 1956 taxes which are paid for in 1955. 

Mr. Motioman. I understand that, but we use 1954 and then we 
jump to 1956 and left out the year in between. 

Mr. Orriey. 1956 tax assessments will not come until January of 
1957. 

Mr. Motionan. Actually this is the 1955 tax ? 

Mr. Ortiey. That is right. 

Mr. Motion an. It is January 1, 1956, evaluation ? 

Mr. Ortiey. That is right. 

Mr. Mottonan. Your rec ords, sir, do you have records for 1952? 

Mr. Orrrry. No. That would be up in the government secretary’s 
office. 

Mr. Mottonan. Was there a year that lapsed between these two 
evaluations that you have given us? I mean was there a year in 
between that you are not giving me or are you giving me 1954 and 
1955 ¢ 

Mr. Orrrey. 1954 and 1955 
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Mr. Motionan. And not 1956, I understand. Do you have the 
breakdown before you for the land and buildings ¢ 

Mr. Ortiey. The buildings, $62,000 

Mr. Motionan. Excuse me, I did not make myself clear; for 1954? 

Mr. Orriey. 1954. No. It was a compiled tax of land and build- 
ings. That was not broken down on the records that we got from the 
tax assessor’s office. 

Mr. Motitonan. What were the taxes that year ? 

Mr. Orriey. The assessment of that year was $97,190, was about 
$1,214.90, the taxes in 1954 on that estate. This year the taxes are 
$2,070.31. 

Mr. Motiowan. Or an increase of approximately $750 / 

Mr. Ortiey. That is right. 

Mr. Motionan. Thank you. 

Mr. Jonas. Pardon me, an increase of nearly $1,000. 

Mr. Motionan. $850. 

Mr. Jonas. It would be over $1,000 according to my figures. 

Mr. Motionan. Better check them, unless I am wrong. 

Mr. Jonas. He said $1,002.40 for 1954 and $2,070 for 1955. That 
would be over a thousand dollars. 

Mr. Ortiey. No; $1,214.90. 

Mr. Jonas. For 1954? 

Mr. Ortuey. For 1954. 

Mr. Jonas. I have got that down wrong. One thousand and what? 

Mr. Ortiey. $1,214.90. 

Mr. Motiouan. So far as you know, there was no change between 
1954 and 1952? 

Mr. Ortiey. No, sir. 

Mr. Motionan. To the best of your knowledge, there was no 
change ? 

Mr. Ortiey. No, sir. 

Mr. Motitonan. Can you support that by any positive recollection ? 

Mr. Orriey. Well, there were no appeals from the assessment of 
1952 that I know of until 1956 on the 1955 assessment. 

Mr. Motiowan. Thank you. 

Mr. Chairman, I am wondering if Mrs. Smith has anything to add? 

Mrs. Smiru. I should explain this to the committee. I am still on 
vacation. I went on vacation on the 10th of November and I have not 
been back to the office yet. I am still on vacation. I don’t go back 
until the 17th. 

If any change has been made in these bills, these figures were pre- 
pared before 1 went on vacation and I have not even bothered to see 
whether any changes have been made, but, according to my best recol- 
lection and the figures I have here, the tax on Contant in 1954 was 
$1,987.88, and in 1955 the tax bill read $1,287.31, which left me with 
a loss, as far as my figures are concerned, of $500.57. 

It is quite possible, as I say, since I have been out of the office, this 
business has been changed. It happens every day. But it has 

Mr. Motionan. Has there been any change? 








Mrs. Smiru. I will be very happy to give you the whole business 
from 1952. 

Mr. Motionan. Mr. Ottley, has there been any change in this? 

Mr. Cuuporr. I think, instead of fencing back and forth, you get 
the records, Mrs. Smith, and send them to us. 
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Mr. Jonas. May I suggest that Mis. Smith send her records and 
Mr. Ottley send his records. 

Let’s put in both. 

Mr. Orriey. I would be very happy to. 

Mr. Motitonan. Let me ask one question here to both of you, and 
‘Sepciag the finance commissioner is in the room here, too. Who would 
be the final authority on this thing? In other words, who would have 
the final figures ? 

Mrs. Smrru. The tax board would have the final figure, or they 
should have the final figure. The only thing that occurs to me in this 

case is that there have been two figures and my office is in a position 
where we don’t have the minutes of the tax board. We don’t know 
what was decided. 

All we got was 2 separate letters which were sent out to the same 
taxpayer telling him to pay 2 different types of taxes, and it is quite 
possible, as I say, that we followed the wrong one. 

Mr. Jonas. Ma uy L ask, didn’t the second letter correct an error that 
was in the first letter ? 

Mrs. Smiru. It is quite possible, but even 

Mr. Jonas. Wait a minute; you received copies of both letters? 
Now, you know whether the sec ond letter expressed itself as correcting 
an error in the first a 

Mrs. Smirn. Yes; I do, sir, and my recollection was that the first 
letter had left out the buildings. 

As a consequence, this has nothing to do with the land evaluation. 

Mr. Jonas. The second letter is binding, isn’t it, because it is last / 

Mrs. Smiru. Yes, sir. 

Mr. Jonas. And it corrected an error occurring in the first ? 

Mrs. Smiru. Yes, sir. 

Mr. Cuuporr. Mrs. Smith, when you send us your records, will you 
send us a copy of both those letters? 

Mrs. Smiru. I don’t have the first, because Mr. Ottley took it back. 

Mr. Cuuporr. Mr. Ottley, there were two letters in the estate Con- 
tant assessment. Mrs. Smith says she has the second and you took 
the first back. 

Mr. Orriery. I have a copy of that letter here. 

Mr. Cuuporr. Will you send us a copy of that? 

Mr. Orrtey. I will. 

Mr. Motironan. Mrs. Smith, will you also send us a copy of your 
assessments for 1952? I would like to see what they have to say with 
reference to the combining of land and buildings in the 1 assessment 
of $97,190. 

Mrs. Smrrn. I will be happy to. 

Mr. Knox. I have a question for Mrs. Smith. 

Mrs. Smith, when you prepare your assessment roll, do you insert 
your assessment figures in the roll? 

Mrs. Surri. Yes, sir. 

Mr. Knox. And then there is another column where the board of 
review has an opportunity to put their figures in; is that right? 

Mrs. Smirn. No, sir; we prepare an individual assessment sched- 

ale for each piece of property, and generally we transmit them to the 
tax board and they can look at everything. They can look at the 
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whole roll because they have the power to revise or change anything 
they want to during the appeals. 

Generally they do not do anything to these cards, these assessment 
schedules, but they send me back a complete copy of all their minutes 
and their decisions. 

That was the former practice. This year I did not get any copy 
from the minutes. I don’t know what the board did, except that I 


got these copies of the letters that were sert to the taxpayer 


telling him what had happened to his assessment. 

Mr. Knox. May I ask you, then, I would take it, you do not have 
what we call a tax roll which 1s a book ? 

Mrs. Smiru. Yes; we have one of those, too. 

Mr. Knox. And do you set forth your assessments in that book? 

Mrs. Smiru. No; we wait. until the board has done the final job 
and then we put the entire roll in there. 

Mr. Kwox. In other words, you do not have any document that 
you could photostat that would show the assessment you put on and 
then the assessment that the board of review put on? 

Mrs. Smiru. No, but I could send you the schedule that I prepared 
in 1952 and I suppose the board can give you what they did. 

(This information is in subcommittee files. ) 

Mr. Knox. That is all, Mr. Chairman. 

Mr. Cuuporr. That is all. Thank you, Mrs. Smith. Thank you, 
Mr. Ottley. 

Now I understand that at our request—is Mr. Gray in the room ? 
From Vicorp—Mr. Jonas had some questions he wanted to ask and 
Mr. Bartlett agreed you would give the answers. He had to go to 
Washington for a meeting of the Directors of the Virgin Islands 
Corporation. Would you come up, please, Mr. Gray / 

Mr. Jonas, do you have some questions to ask him? 

Mr. Jonas. I remember Mr. Gray’s name came into the conversa- 
tion and it was understood he would be here. It was on this taxicab 
thing 

Mr. Cuuporr. Let me give you my recollection. I said to Mr. 
Bartlett that I hoped that he would come over to St. Thomas so that 
if anything else came up concerning Vicorp, he would be in a position 
to answer questions if it was necessary. He said that he was very 
sorry that he had made reservations to go north, there was a meeting 
of the Board of Direcctors of Vicorp and he would send Mr. Gray 
to be on hand just in case we wanted to ask him any questions. 

If you have some questions, here is your opportunity, and since 
you raise the question about the rock crusher I will be very glad to 
ask him questions on that. I thought it was all straightened out. 
That is the reason I did not want to ask him any questions. 

Mr. Jonas. I think it was straightened out since then. 

Mr. Cuouporr. I think they have agreed they are going to open 
up the quarry and I do not think there is muc h sense wasting time 
on it. 

Mr. Jonas. It suits me to drop that. I think he might comment on 
this taxicab situation. 

Mr. Motiowan. Mr. Gray, are you familiar 

Mr. Cuuporr. Mr. Mollohan, will you just hold that so we can get 
Mr. Gray’s full name on the record. 
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STATEMENT OF ELLIOT H. GRAY, MANAGER, DEVELOPMENT 
DEPARTMENT, VIRGIN ISLANDS 


Mr. Pincus. Incidentally, Mr. Chairman, should we get straight in 
= record the exact legal status of this development department be- 

cause it has created some confusion ? 

Mr. Cuuporr. I think it would be well to get that in the record be- 
cause I understand there is a difference and I think that you prob- 
ably could tell us the difference between the development authority 
and Vicorp and the functions of Mr. Bartlett in his capacity with each 
company. 

Mr. Gray. In 1954 the properties formerly known as the develop- 
ment authority which consisted of the former Marine Air Force 
base where the airport is and the former naval submarine base were 
removed from the jurisdiction of the municipality by the Secre- 
tary of Interior and placed under the immediate supervision of the 
president of the Virgin Islands Corporation, Dr. Bartlett. 

Mr. Prxcus. By what authori ity did the Secretary of the Interior 
do that, do you know? 

Mr. Gray. I brought some folders here that give the complete 
story which I will give to you, the legal aspects of it being fosra of 
my domain. 

I was hired at that time to manage the properties and we started 
out with no money and a bill of about a half million dollars that the 
Navy had submitted and we were told to renovate these properties, 
operate them on their income, not to spend any money that we did not 
make, 

We sti arted from scratch that way. Our income at that time was 
about $5,000 a month. 

Last month’s report shows our income is up to $15,500, and in that 
time we have considerably reduced the Bureau of Docks’ report. 
These inspectors make annual inspections of the property for the 
Navy, who is the actual owner of these properties. These properties 
have been turned over to the Department of the Interior on a use 
permit to be recovered in the event of a national emergency. All of 
our leases have that recapture clause in them. 

I would like to make one statement. You asked the day before yes- 
terday, I believe, how the original question pertaining to the rock 
quarries came up, and I brought the Bureau of Docks report in which 
the inspector specifically questioned the removal of this rock from 
the quarries, and that was how we became aware of the possibilities 
of anything being wrong, and attempted to establish the legality of the 
removal. 

Mr. Cuvuporr. Do you have a copy of that report to give us for the 
record ? 

Mr. Gray. Yes, sir. This was the report of 1954 starting with 
right there | indicating}. 

Mr. Pertman. I wonder if you could send a copy of this, inasmuch 
as it is part of a larger report. Would you send a copy ¢ 

Mr. Gray. It is this one paragraph. 

Mr. PertMaNn. Suppose you read that paragraph to the committee ? 

Mr. Gray. This is section 1 (e), labeled “Other grounds.” 

No. 1. Stone digging and crushing activities are being carried out at the 
western side of Cabritaberg Hill. This is in violation of the terms of the permit 
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wherein this right is not provided. The permittee should obtain the necessary 
authority to continue the quarrying of rock at this site. 

Mr. Knox. May I ask who issued this order? 

Mr. Gray. This is an annual report made by inspectors of the Navy 
from the 10th Naval District. 

Mr. Knox. This was a Navy directive? 

Mr. Gray. It is not a directive. It is a report, a Bureau of Docks 
report that we get each year following their annual inspection. 

I in turn have to make a capitulation of this report and state what 
we have done in the year to correct the deficiencies of the previous 
year. 

Mr. Cuuporr. Do you have any questions, Mr. Lanigan ? 

Mr. Lanican. I have a few questions. 

Mr. Cuuporr. I meant on that particular point. You are telling 
us a little bit about the difference between the development authority 
and Vicorp? 

Mr. Gray. Yes, sir. 

Mr. Cuuporr. Are you through with that or do you have some more 
to add? : 

Mr. Gray. I think that is about it; yes, sir. 

Mr. Cuuporr. Do you have any questions, Mr. Lanigan ? 

Mr. Lanican. I want to ask you about this setup that you have 
now. Mr. Bartlett is operating these properties and not Vicorp, is 
that right? 

Mr. Gray. That is right. 

Mr. Laniean. Did the Vicorp at any time operate the properties? 

Mr. Gray. I understand that years ago before the properties were 
placed under the municipalities, that the Virgin Islands Corporation 
did enter into the picture for a very short period of time. 

Mr. Lanican. But not since it has been turned over to Mr. Bartlett? 

Mr. Gray. That is correct. 

Mr. Laniean. And how are the employees selected who work out 
at the authority / 

Mr. Gray. At the time that we began operations, because there 
were no funds made available, we laid off everybody about the first 
month. 

We collected rents, and as a little money accumulated, they told 
me to begin hiring people and to rehire as many of the original em- 
ployees as possible. 

Every day there was quite a queue of former employees waiting to 
be rehired, and as we could, we employed them until after about 6 or 7 
months, we had practically a full staff of the original people. 

Since then, as we lose people or replace people, we do it just by se- 
lection. If we need a plumber we check with the employment service 
or we let the other plumbers know that we need a plumber and we at- 
tempt to locate a man that way. 

Mr. Lanican. Then you do not go through Civil Service, the United 
States Civil Service in any way in getting these employees; is that. 
right ? 

Mr. Gray. That is right. 

Mr. Laniean. How are the employees graded and how are their 
wages determined ? 

Mr. Gray. We have followed the general plan as it is set up for the 
Virgin Islands Corporation. We are very close to them, and our 
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pay scale and all of our bookwork is done by the Virgin Islands 
Corporation. 

Mr. Lanigan. What right do you have to hire and fire employees if 
they are not under the Virgin Islands Corporation’s system and the 
Corporation is not operating the property ? 

Mr. Gray. That is done under Dr. Bartlett, and it was his determi- 
nation, I imagine, to utilize the system with which he was familiar. 

Mr. Lantean. You mean he just decided to use that system even 
though he is operating this for the Department of the Interior / 

Mr. Gray. Pardon me, say that again. 

Mr. LaniGan. You mean he just decided to use this Vicorp system 
even though he is operating this for another Government agency ? 

Mr. Gray. I could not say the reason for his determination, sir. 
Our methods have more or less evolved as time went by, and we have 
instituted changes where we found deficiencies. 

Mr. Lantcan. When you collect rent where do you put the money ? 

Mr. Gray. The money is deposited in the bank in town and the col- 
lections are forwarded to St. Croix, that is the records of the collec- 
tion are forwarded to St. Croix, and we utilize their bookkeeping sys- 
tem for which we pay them an annual fee for that service. That keeps 
my staff at a minimum. 

Mr. Lanican. You mean you rent Federal property and you collect 
money and you do not turn it over to the Treasury; is that right? 

Mr. Gray. The directive of the President of the United States and 
the Congress is that the moneys should be turned back onto the prop- 
erties for improvement in upgr: ading of these properties. 

Mr. Lanican. What directive of the President is that? 

Mr. Gray. There was a letter to Dr. Bartlett signed by the President 
of the United States for one thing. I have read that. 

Mr. Lantean. Could you furnish that for the record? We can get 
it later. 

Mr. Gray. You mean a copy of the letter from the President of 
the United States ? 

Mr. Lantean. Of the directive under which this is operated. 

Mr. Gray. I have it right here. 

Mr. Pertman. Can we have this for the record ? 

Mr. Gray. Yes, sir; vou may have several. 

(The information follows :) 

THE WHitTe Howse, 
Washington, January 13, 1955. 
The PRESIDENT OF THE SENATE. 

Sir: In accordance with section 7 (a) of the Virgin Islands Corporation Act 
(48 U. S. C. 1407f (a)), I hereby report my approval of the emergency under- 
taking by the Virgin Islands Corporation of certain activities of a type authorized 
by the act, but not included in the budget program or subsequently approved by 
the Congress. 

The activities undertaken are in connection with the management of the 
Federal properties in the Virgin Islands known as the Marine Corps air facility 
and the naval submarine base. These properties had been transferred by the 
Navy to the Department of the Interior for operation and management under a 
revocable permit. The Department of the Interior had in turn leased the prop- 
erties to the St. Thomas Development Authority, an instrumentality of the 
municipality of St. Thomas and St. John, V. I. When serious mismanagement 
of the properties was brought to the attention of the Secretary of the Interior in 
June 1954, he terminated the lease and directed the Virgin Islands Corporation 
to assume responsibility for operation and maintenance. Immediate action was 
necessary to avoid further revenue losses and deterioration of Federal property. 
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Revenues from the operation of the property are expected to be sufficient to pay 
all expenses of operation and to restore the property to good condition. 
Respectfully yours, 
(s) Dwient D. EIs—ENHOWER. 


(Identical letter sent to the Speaker of the House of Representatives. ) 


Mr. Laniean. Has the Solicitor of the Department of the Interior 
or any other legal officer of the Government reviewed the authority 
under which these properties are being administered for legality and 
conformity with the various statutes . the United States 

Mr. Gray. Yes, sir. 

Mr. Lanican. Has any opinion been rendered on that? 

Mr. Gray. To the best of my knowledge, this document which I 
have just submitted is the result of that investigation. 

Mr. Lanican. This seems to be a permit. 

Mr. Gray. Yes. 

Mr. en: I think this is more than a permit. I think it isa 
lease at $1 a yea It is signed by the Secretary of the Interior, not 
signed by the President of the United States. 

“Mr. Lantcan. This is a lease to the Vi irgin Islands Corporation ; 
I think you stated the Virgin Islands Corporation refused to operate 
the property ; is that right? 

Mr. Gray. That is right. 

Mr. Lanican. This is not a lease to Mr. Bartlett. Does he have a 
lease, too? 

Mr. Gray. As far as I know, and as I have heard it discussed, and 
at the board meetings of the Virgin Islands Corporation a year ago, 
it was very clearly brought out that the development department was 
not a part of the Virgin ‘Islands Cor poration. 

The Secretary of the Interior was present at that meeting, and the 
Secretary of the Interior is the final authority, and he has delegated 
his authority to Dr. Bartlett. 

Mr. Laniean. I think we will have to get in touch with the Corpora- 
tion, the president, to get further information on the authority. 

Mr. Cuvporr. I think what we ought to do is try to see what you can 
find out by letter, Mr. Lanigan, and then we are going to have some 
hearings in January at which time we are going to have Mr. Lausi 
present, and we might be able to have some witnesses from the Gov- 
ernment present to explain this. (See appendix D, p. 825.) 

Mr. Lanican. When you have a house to rent out there, how do you 
decide who is going to get it? 

Mr. Gray. We have a list of applications. Any time anybody asks 
for a house, we have an application form, such as this, and they imme- 
diately fill out that application form, explaining the type of house 
they want, filling in the information which we ask for, and it is dated. 

We have certain priorities. If you will allow I will just read this 
information on the form which explains how we rent these houses out. 

Mr. Lanican. Can you furnish us with a copy of the form and state 
now the priorities that are given? 

(The application form was received and placed in subcommittee 
files. ) 

Mr. Gray. The order of priority of preference is given to Federal, 
municipal, Virgin Islands Corporation, and military personnel. 

Mr. Lanigan. Do you have any preference of any kind for veterans? 

Mr. Gray. Yes, sir. 
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Mr. Lanican. Where do they fit in the picture? 

Mr. Gray. Everything else being equal and one man is a veteran, 
then he would have the opportunity of getting the house. 

Mr. Lanican. You mean if there are 2 Federal employees and 1 
is a veteran, the veteran will get the house? 

Mr. Gray. Yes, sir. 

Mr. Lantean. But if there is a Federal employee and a veteran 
who is not a Federal employee but just a private citizen, the Federal 
employee will get the house? 

Mr. Gray. 1] have not had that situation before, but I would say 
that the Federal employee would get the house; yes, sir. 

Mr. Lantcan. Among Federal employees, do you have any prefer- 
ence ¢ 

Mr. Gray. It would be by date of application for the particular 
unit in which they were interested. 

Mr. = AN. Do you have a long waiting list for these units? 

Mr. Gray. These are all pending : applications. Just the other day 
we rented two houses, and that brought the applications up into early 
1956. 

Mr. LantGan. Just for example, I understand Mr. Krabach had a 
house out there? 

Mr. Gray. That is correct. 

Mr. Lanican. How long did he wait for it after he applied ? 

Mr. Gray. He did not exactly apply. 

Mr. Lanican. He did not apply? How did he get it? 

Mr. Gray. Well, the first that I knew of it was when Dr. Bartlett 
called me from St. Croix to ask me what the situation was with Mr. 
Krabach’s house, or with Mr. Bayne’s house, I should say, in relation- 
ship to Mr. Krabach. 

At that time that was my first knowledge of it. Apparently when 
Mr. Krabach came down here for his first visit, he had gotten to- 
gether with Mr. Bayne, who was apparently constructing a home, and 
Mr. Bayne had told him he would be leaving his house soon and it 
would be available. Mr. Krabach decided that he would like to have 
that house, and those arrangements were made. Mr. Krabach went 
back to Washington. 

Mr. Laniean. Had anyone else applied for that house prior to that 
time ? 

Mr. Gray. There was a tenant in the house at the time. It was not 
vacant. There were no other applications. 

Mr. Lanigan. Was Mr. Bayne the tenant or another tenant? 

Mr. Gray. Mr. Bayne was the tenant in that house. 

Mr. Lanican. Was there anyone on a waiting list for a unit of 
that type? 

Mr. Gray. No, sir. 

Mr. Lanican. Could you check your records and tell us as of that 
date? 

Mr. Gray. Well, I would not have any way of determining that, but 
I would be willing to go on the record and say there were no applica- 
tions for those large houses at that time. 

Mr. Lanican. After Mr. Krabach left, how would the next tenant 
be determined ? 

Mr. Gray. You mean when he left the island ? 
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Mr. Lanican. Yes. 

Mr. Gray. Well, the arrangements were made before he left. Mr. 
Walters called me and asked me if he could get Mr. Krabach’s house, 
which is the first I knew that Mr. Krabach was leaving. I checked 
with Mr. Krabach and he said “Yes,” that he was leaving. 

Mr. Lanigan. Whois Mr. Walters? 

Mr. Gray. That is the man that replaced Mr. Krabach in the house. 

Mr. Laniean. Is he a Government employee, or what is he? 

Mr. Gray. No, sir. He is a businessman here in the municipality. 

Mr. Lanican. Did you ask to find out whether any Government 
employees would like to rent that house ? 

Mr. Gray. I did. Because of the very hot situation that existed at 
the time Mr. Krabach took possession of the house, we had decided 
that in the future whenever the large houses became available we would 
be very careful in disposing of them. So I called the Governor. He 
had no use for the house. 

At that time Mr. Edwards was here. I asked Mr. Edwards if he 
knew of any Federal employees who were coming to the island who 
were looking for a house. He said “No,” but because of the situation 
I should eke wiih Interior just to make sure. I telephoned to Mr. 
Lausi explaining the situation and asked him if he knew of any Gov- 
ernment employees that were coming to the islands that would need 
a house. He said “No.” We had no applications for those houses 
at that time. 

Mr. Lanigan. Did you give any local publicity in the paper or by 
public bulletins to local Government employees to see if any of them 
wanted to rent the house ? 

Mr. Gray. No; I did not, for this reason: That is the most expensive 
house out there, and we have never had much enthusiasm about that 
particular house. The other houses on the hill, yes, but not that 
particular house. 

Mr. Laniean. What did that house rent for ? 

Mr. Gray. $225. 

Mr. Laniean. And what is the size of it? 

Mr. Gray. It has on the top floor a master bedroom and 2 other 
bedrooms and 2 baths. On what you might consider the ground floor, 
it has a large living room, dining room, kitchen, and a den and a half 
bath, and in the basement a garage and maid’s quarters. 

Mr. Lanigan. Do you know whether or not Mr. Walters is a 
gees 

Mr. Gray. No; he is not a veteran, tomy knowledge. 

Mr. Laniean. Did you find out whether any private citizen who was 
a veteran would be interested in renting that house? I am sure 
there are a lot of such citizens. 

Mr. Gray. No, sir; we stick to the application forms. If anybody 
had been interested in the house and filled out an application, then 
he would have been notified, so in a sense Mr. Walters was the first 
applicant for that house. 

Mr. Lanican. Because he happened to know that Mr. Krabach 
was leaving? 

Mr. Gray. That is correct. 

Mr. Cuuporr. How long after Mr. Krabach notified you that he 
was leaving did Mr. Walters sign the lease ? 





M 


unit 


has 
\ 


H 
dent 
C 
cou 
h 
\ 
arT 
for 
\ 
bas 
to ¢ 
) 
the 
was 


Jor 
you 
$20 

i 
ity 
inv 
gat 


can 





ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 431 


Mr. Gray. There is no lease signed, sir. We do not lease housing 
units. It is a month-to-month rental. 

Mr. Cuuporr. Don’t you have some sort of agreement with the 
tenant ¢ 

Mr. Gray. No, sir; month-to-month rental; no lease. 

Mr. Cuuporr. Suppose he does not pay his rent; how do you get 
him out? 

Mr. Krarnacnu. The district attorney files an eviction suit. 

Mr. Cuvporr. There is no other way. You have no right of re- 
straint or anything like that. 

Mr. Gray. We have had a case in court; this was also determined 
at the time of Mr. Krabach’s original interest in the house, in which 
it was determined that the local rent law as it applied does not apply 
to those Federal properties out there. 

Mr. Cuvuporr. What is wrong with entering into a lease? Do you 
have a ruling from the Attorney General that you are not allowed 
to enter into a written lease ? 

Mr. Gray. My instructions—I believe it is included in that little 
pamphlet I gave you—would be that no leases would be issued on 
rental units, on housing units. 

Mr. Jonas. Doesn’t it usually happen that in the majority of cases 
it is the lessor that is bound and the lessee can walk out when he 
wants to? 

Mr. Gray. In the States, you mean / 

Mr. Cuvuporr. Practically you may be right but legally I don’t 
think you are. 

Mr. Jonas. Well, that is right in my State. I know every State 
has its own laws. 

Mr. Cuvuporr. You see the reason I asked you that, I see here 





Housing leases shall be limited to existing detached or semidetached resi- 
dential units for personal occupancy by the lessee or his immediate family. 

Of course, housing leases to me would be a written lease, but of 
course I guess you can interpret it by saying it is an oral lease, too? 

Mr. Gray. Right. 

Mr. Jonas. Then, too, if you do not have a long-term lease, the entire 
arrangement can be terminated upon short notice, but if you sign 
formal leases the landlord at least is bound. 

Mr. Cucporr. You can have a written lease on a month-to-month 
basis, Mr. Jonas. Do you make any investigation of your applicants 
to determine whether they have the ability to pay the rentals asked ? 

Mr. Gray. In that particular case, it was not necessary. I knew 
the man well, I knew his business reputation in town. I knew he 
was capable of paving that rent. 

Mr. Cuuporr. Let’s forget about that particular case. If John 
Jones filed an application and you got to him on the waiting list, would 
you make an investigation to determine whether he could pay $180 or 
$200 or whatever the rent would be / 

Mr. Gray. I would have to answer that a little longer. The major- 
ity of our housing is very penteps sige We only have 8 houses that 
involve sums that exceed $55, so therefore we do not make investi- 
gations. 

Now in the matter of the houses on the hill, usu: ally the people that 

san afford to pay those rents, we have only had, I think, 3 or 4 ex- 








432 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


changes since I have been there, are well-known people, people that 
we know in advance. 

Mr. Pincus. Can I ask a question, Mr. Chairman ? 

Did you have a written lease—— 

Mr. Cuuporr. Wait a minute, I just noticed here (b), lease terms 
on page 5, it says—I guess it is “ii,” that is a famous expression here— 

Form: All leases shall be in writing except for leases for housing or residential 
units renting for less than $75 a month. 

So I guess everything over $75 a month you should have a written 
lease for, shouldn’t you ? 

Mr. Gray. That has come up in discussions, and my instructions 
were to write no leases on residential units. 

Mr. Cuuporr. This is an order by the Secretary of the Interior. 
Who gave the instructions not to have written leases ? 

Mr. Gray. Pardon me? 

Mr. Cuuporr. Who gave instructions not to have written leases ? 

Mr. Gray. I have requested leases before and it has been denied. 

Mr. Cuuporr. Who tells you that you are not to get written leases 
on properties over $75 a month ? 

Mr. Gray. The Secretary of the Interior or his representative. 

Mr. Cuuporr. Here is a Secretary of the Interior who says you 
should have leases and they should be in writing if the property is 
over $75 a month ? 

Mr. Gray. If there isa lease it is to be in writing. 

Mr. Cuvuporr. I cannot interpret it that way. Why do you put the 
regulation in é 

Mr. Prycus. Mr. Chairman, I would like to point out that the word 
“lease” in this permit, the last page: “Lessor or lessee shall include the 
terms ‘permit, license, permittee, or licensee.’ ” 

Mr. Jonas. Mr. Chairman, let’s don’t argue this with the witness. 
He has told us that he issues no written leases. If there is anybody 
to argue with—— 

Mr. Cuuporr. He said his instructions were not to issue leases and 
I wanted to find out who gave him the instructions. I don’t want to 
argue the interpretation of what that word means in there. Who 
gave you instructions not to enter into written leases on properties 
renting for over $75 a month ? 

Mr. Gray. This was in discussions with our attorney and Dr. Bart- 
lett, as I recall, when those things have come up. 

They have also been discussed at the subcommittee. There is a 
group here which is composed of the Governor, Mr. Victor Bornm, 
and Dr. Bartlett who comprised the advisory committee to Dr. Bart- 
lett. 

Mr. Cuuporr. Who is the attorney for the Virgin Islands Cor- 
poration / 

Mr. Gray. For the development department ? 

Mr. Cuuporr. Development authority. 

Mr. Gray. Mr. Timothy Dillon in Washington. 

Mr. Cuuporr. He is in Washington / 

Mr. Gray. Yes, sir. 

Mr. Cuvporr. Is he an employee of the Interior Department or 
private counselor ? 
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Mr. Gray. Private counselor. He has been down here a number 
of times. 

Mr. Cuvporr. He told you not to enter into written leases? 

Mr. Gray. Yes, sir. 

Mr. Cuuporr. How did you hire this attorney? Do you know how 
he happened to get his retainer agreement ? 

Mr. Gray. Yes, sir. 

Mr. Cuuporr. Who entered into the agreement with him and under 
what authority ? 

Mr. Gray. In the beginning it was obvious that we had a real 
tangle that had to be untangled here, and Dr. Bartlett requested from 
the “Department of the Interior permission to engage the services of 
an attorney, and I believe that he was picked in Washington by 
somebody in Interior and came down here as a result of that. He 
stayed approximately I would say 3 months the first time. 

Mr. Cuuporr. How much does he get a year, do you know? 

Mr. Gray. I can’t answer that. 

Mr. Cuuporr. Do you have any records in your file that would indi- 
cate how much he got a year ? 

Mr. Gray. Not in my file. They would be in St. Croix. 

Mr. Cuuporr. ( ‘ould you let use know how much he gets and if you 
have a copy of the retainer agreement we would like to have it, please. 

(The retainer agreement was not available but the information as 
to payments made to Timothy Dillon for legal services is as follows :) 


SUI Seas: DO; TOR ol oh ae ae Lee eee $800. 00 
I ee: Bas isis soins dein wind Ba ee cnn eee ade 2, 200. 00 
Oct. 30-—Deec. 31, 1954........... sini elaine ED ae 900. 00 
Jan. 8—Feb. 28, 1955..........- ein ioaismiaen liked te Oe id 525, 00 
BE. ED Say. act card sa ees since ssc ican emer ecient aaa de alee 2, 175. 00 
July 9—-Sept. “ WOOO io LPS ea ee eee 1, 625. 00 
Sept. 24—Dec. inte picid Sel nha ns a a a ae ee 1, 587. 50 
Jan. 7-June 30, 1058 aac eta Se aa a a eae a 950. 00 

BOI ai ais nes cs scien aasninkadenceain op cnehasabaab aie crea aiagh etisalat nee 10, 762. 50 


Mr. Lanican. You mentioned this property. Do you insure any 
of the properties? Are any of the properties that you have under 
jurisdiction insured ? 

Mr. Gray. Yes. Usually the insurance that is carried is carried 
by the tenants themselves and is included as part of their lease agree- 
ments. 

Mr. Lanitcan. Do you or the Virgin Islands Corporation carry any 
insurance on these properties? 

Mr. Gray. No, sir. We are about to carry insurance on those build- 
ings that are divided where there is more than one lessee, actual holder 
of a lease in a particular building. We will take the insurance out 
on that building and the lessee will pay his pro rata share of insurance. 

Mr. Laniean. How about the airport building and other buildings 
under your jurisdiction other than the housing units? 

Mr. Gray. We carry liability insurance for injuries and damages 
that might occur at the airport as a result of operating the airport. 
But the | buildings as such are not insured for fire and things of that 


ty 
ae LANIGAN; Is that i insurance written here in the Virgin Islands? 
Mr. Gray. Yes; it is. 
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Mr. Lanican. Do you have any particular agent that you work 
through ? 

Mr. Gray. No, sir. Now let me see, I have to correct that. The 
insurance that we wrote for the airport liability we had to get out of 
Puerto Rico. We could not get it here on the island. And we utilized 
a firm that I think wrote some insurance for Vicorp in St. Croix. 

Mr. Lanican. How about any other insurance? Have you placed 
any other insurance / 

Mr. Gray. No; the tenants pick the insurance agents that they de- 
sire. We have not written any ourselves yet. We are getting into 
that now. 

Mi. Lanican. Have you selected an agent to write the insurance? 

Mr. Gray. No, sir. 

Mr. Cuuporr. Mr. Gray, I wonder if you could answer this ques- 
tion. When we went to St. Croix last Friday, they took us in an 
automobile into the parking spot at the old hangar at the airport, and 
we were under the impression that you paid a parking fee. I could 
not see any sign that there was a parking fee, did you! 

We at there all day and nobody gave us a ticket, a parking 
ticket or a check or anything like that. Finally when we were about 
to move out a young man came up and said, “How long w ere you here?’ 
and we said we came in there about 8:30 in the morning. He said, 
“Well you owe us 50 cents,” which we paid him. 

Are there any records kept of those parking fees? Do you have 
any tickets or do you make any audits? How do you determine what 
comes in and what goes out ¢ Should not you have a parking ticket, 
sort of receipt for the money given the person parking there? 

Mr. Gray. When we oper ate that concession we operate it that way, 
but the parking concession there has been included with the taxi asso- 
ciation or taxi organization lease. That is all part of the same thing. 

Mr. Cuuporr. Isn’t it a percentage lease ? 

Mr. Gray. No, sir; they pay us a flat monthly rate. 

Mr. Cuvporr. So you don’t care how they operate their records as 
long as you get your rent? 

Mr. Gray. Just so long as they conduct themselves properly and 
Jive up to the terms of their lease. 

Mr. Lanigan. On this rock crusher incident, I notice that the report 
that you gave us in which you state that this item was raised in the re- 
port ‘for the period ending March 1954, what was the date that you 
notified the people that were using the rock crusher, the quarry, that 
they could no longer use it ? 

Mr. Gray. To begin with, we do not get that report until a number 
of months after it is completed, and it was probably almost a year 
before we were sufficiently caught up with all the emergencies out there 
that Dr. Bartlett began to insist upon going through that report item 
by item, attempting to rectify it or determine where the responsibili- 
ties lay or how we would account for the sum as set forth by the Navy 
inspectors, and the question came up as to the legality of the removal 
of the rock. 

We checked with the Tenth Naval District and found that at one 
time they had issued a permit to the municipality for the removal of a 
certain number of cubic yards of rock. 

The next question was to determine whether that amount had been 
reached or exceeded, and from that one thing led to another until 
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finally the question arose as to whether the admiral who issued the 
original permission to remove this rock had the authority to do so inas- 
much as it was selling what amounted to Federal property, and allow- 
ing it to be removed from Federal property. 

So it was handled in the Department of Interior. Mr. Edwards 
came down on several occasions and asked me to drive him around 
there and he asked me a lot of questions, went back, and it has been 
pending now for almost a year and a half. 

At the time of Governor Alexander’s administration, the question 
arose again because of the situation on the waterfront. 

Part of the criticism levied against him, I understand, was that pos- 
sibly one set of contractors was made aware of the existence of that 
quarry and the possibility of purchasing rock from that quarry and 
another was not. 

Now that is just what I read in the newspapers and so forth. Iam 
sure that Interior was most concerned that with the new Governor 
here and with the waterfront road under construction again, that 
nothing should possibly occur that would bring down any criticism 
on the present administration. 

Mr. Lanican. Are you the agent for accepting bids for the Virgin 
islands Corporation in St. Thomas? 

Mr. Gray. Just pertaining to the Development Department, sir. 

Mr. Lanitcan. Do you have another agent for accepting bids for 
other matters in St. Thomas? 

Mr. Gray. As far as the Virgin Islands Corporation is concerned ¢ 

Mr. Lanican. Yes. 

Mr. Gray. I do not know about that. 

Mr. Lantcan. You don’t know anything about it ? 

Mr. Gray. No, sir. 

Mr. Lanigan. On the commercial properties that you have from the 
Navy, how are those leases let ¢ 

Mr. Gray. In the majority of cases those are placed out on bid. If 
they are businesses that more than one person would be interested in, 
if they are an established business such as a hotel that has been in 
operation that is returned to our control or an entire building, we 
advertise it and place it out on bid. 

Now we have 1 or 2 leases with people that you would almost con- 
sider tenants that only want a room or a section of a floor such as for 
storage or warehousing and so forth, and when those people come 
out and we have available space, we show them everything that we 
have, and we have two buildings that we have leased in the park, 
sections like that where the local merchants store their food, supplies, 
furniture, and so forth. 

Mr. Lanican. How are the rentals determined ? 

Mr. Gray. By the square foot, the rate per square foot of floor 
space. 

Mr. Lanican. Who sets the rate per square foot? 

Mr. Gray. That was determined from the rates that had been estab- 
lished previously, from the going rates in the city. I will say that 
they have increased as time went on and the demand became greater 
and we had more and more space. 

At the beginning we were approximately 45 percent rented two and 
a half years ago, and at this point we are about 96 percent occupied. 
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Mr. Lanigan. Could you give us the figures that you have on the 
income of, I guess this is a department or a division ? 

Mr. Gray. We call it the Development Department. We had to 
identify it. It used to be the Development Authority. They simply 
arbitrarily made it the Development Department when we got started. 

Mr. Lanican. Could you give up the figures, the gross annual 
income and expenses for the last fiscal year? Do you have them 
available there ? 

Mr. Gray. Yes, sir. These are the monthly reports ever since we 
have been in operation. They include a narrative statement, accounts 
receivable, collectible and outstanding and so forth. 

Mr. Lanican. Could you just give us the figure orally ? 

Mr. Gray. Well, it varies from month to month. I can give it to 
you monthly. 

Mr. Lanigan. Could you prepare a summary for the last fiscal year 
and send it to us? 

Mr. Gray. Of our income? 

Mr. Lanican. Income and expenses ? 

Mr. Gray. Yes, sir. 

Mr. Jonas. Can you do that without going to a great deal of 
trouble? 

Mr. Gray. I was going to have my office staff do it in the morning, 
but I can give you just a general figure if you would like that. I 
would say that our income for the past year is probably in the vicinity 
of $140,000, and our expenditures are probably $135,000. 

Mr. Cuuporr. It would not be any trouble for you to take off the 
last 12 months of income and expenses and put it on a piece of paper 
and send to us, would it ? 

Mr. Gray. No, sir. 

(The summary was received and placed in subcommittee files.) 

Mr. Cuvporr. Do you have any questions, Mr. Knox? 

Mr. Kwox. Mr. Chairman, I believe that the document which the 
gentleman produced here relative to the 

Mr. Cuuporr. Permit, submarine base and air facility ? 

Mr. Knox. Yes, the permits, submarine base and air facility docu- 
ment should become a part of the record. 

Mr. Cuvuporr. I guess we can put it in the appendix. 

Mr. Knox. Yes, as long as we have it so that we may be able to 
use it along with the material that we receive from the taxicab con- 
cern which filed their complaint. 

Mr. Cuvporr. Do you have any further questions? 

Mr. Knox. I have no questions. 

Mr. Cuvuporr. Mr. Jonas? 

Mr. Lanican. I just want to say something about these documents 
for the record here. Some we have been specifically instructed to put 
in the appendix and others we have not, and I don’t think that we have 
really taken care as to which go in the appendix or not. I was won- 








dering if the staff should have the authority 
Mr. Cuuporr. It is in the record. I think that is the best way to 
do it. 
Mr. Jonas. I would just like to make a very brief statement. It 
seems to me, Mr. Gray, from what you have stated here to the sub- 
committee and on the basis of the information you have given, that 
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you deserve to be congratulated for putting that property to a very 
tine productive use. 

You say when you took over it was about 50 percent occupied ? 

Mr. Gray. <A little less than that, yes. 

Mr. Jonas. About 45 percent oc cupied, I believe. Now you have 
it 98 percent occupied, siti it is producing income? 

Mr. Gray. Gross, a gross income. 

Mr. Jonas. A gross income of about what? 

Mr. Gray. $15,500. 

Mr. Jonas. $13,500 2 month? 

Mr. Gray. Yes, sir. 

Mr. Jonas. Wher eas it was $5,000 at the beginning? 

Mr. Gray. Yes, sir. 

Mr. Jonas. I think that shows that considerable effort has been 
made to try to make it productive. It looks to me like you are doing a 
good job. 

Mr. Gray. Thank you very much. 

Mr. Cuuporr. Are you going to talk about the taxicabs ? 

Mr. Jonas. Yes. i was going to ask you if you heard the testi- 
mony of the representative of the one taxicab association here 

Mr. Gray. Yes, sir. 

Mr. Jonas. You were in the room when he testified ? 

Mr. Gray. Yes, sir. 

Mr. Jonas. L just think you ought to tell the committee what you 


would like to say about that concession and speak to the points he 
made. 


He is very much disturbed because he says the terms were changed. 

Mr. Gray. Could I give a little preamble to it? 

Mr. Jonas. I think you should do it in your own words, sir. 

Mr. Gray. All right, sir. When I first came here in 1954, the air- 
port was a mess to say the least. I also came here to be airport 
manager and I did not know that it was going to amount to almost 
a city manager’s job inasmuch as we dispense water and sewage and 
have factories, hotels as well as the airport, big docks and so forth. 

It took quite a while to really get to the bottom of just what this 
was all about. In fact, I was here a month before the Governor 
and myself found out th: at I was not working for him. I mean every- 
body was new. Nobody knew what was happening. So one thing 
was certain. That almost everybody that I had talked to was fed up 
with the conditions at the airport, both the physical conditions as 
well as the actions and activities of various businesses that solicited 
business at the airport and especially the taxicab association. 

The taxicab association was the original occupant of the airport. 
That is the association which was represented by Mr. Lans. At that 
time it was not uncommon at all for a guest to get off an airplane, to 
be knocked aside, have his baggage dragged on the ground, spilled 
open and have the taxi drivers rolling on the ground fighting over 
who had this fare. From the Governor right on down. everybody 
recommended that we do everything to get that taxicab association 
out of the airport. 

There are all types of charges, that the police were afraid of them 


and they were so powerful that they could not be controlled, and so 
forth. 
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My first actual meeting with them was a group of them came up to the 
the hotel at which I stayed when I first arrived, demanded an au- say 
dience, did not ask, and I went out on the grass. We sat out there an 
for about an hour or two, while they told me how things were at the or. 
airport. J 

told them that I had not been there long enough to know the we 
ins and outs, and until I found out for myself, I was not taking any me 
action in any way. the 

I watched the situation for about 4 or 5 months. I admired the ha 
fact that they had gotten together as a group and were attempting d 
some type of organization. I have always felt it is easier to deal with the 
an organization than a lot of disorganized individuals. I came to gre 
the conclusion that possibly the officers could control their people a ; 
little better, by pointing out to them, all they had to lose. Mi 

They wanted office space at the airport. The submarine base was as 
always subject to a fight or a big confusion down there because an) 
of the independent drivers conflicting with the taxicab association Ins 
group. lho 

I refused to interfere or enter into a formal contract with them for me 
the entire period they were there, for about say a year and a half | on 
after I came, and we had a number of physical cmriwen too. of 

The taxis used to park in what is now the observation area out Ww 
there, and people would come out through the gate in the same gen- | , 
eral area where they entered the airport from the airplane. tot 

We had people from the British West Indies who began coming jus 
in there, which meant we had foreigii arrivals at the airport, and it tir 
sort of gave me a little loophole for something that I wanted to do. su 
That was to change the entrance to the airport from that point to 
the rear where we could control them, and we cleaned out the back dr 
of the hangar which was full of junk, vehicles, and debris, and put on 
in the parking slots as you see them now, and a taxi lane, and we put bi 
our own people over there to collect 10 cents for each arriving or | ¢ 
departing cab which carried a fare. bi 

We increased the income from the airport proper to over a thou- th 
sand dollars a month by doing this, and by eventually taking over fo 
the red-cap concession; which also was another area of trouble. 

It worked out rather well, and the taxi boys began to cooperate, eT 
and when we set up a submarine base and put it in, they did a most ab 
excellent job for 8 or 9 months, and I was quite contented with the er 
way they were operating, and everything was fine until we got a ca 
letter from the attorney for another group which was at oddds with qu 
this group, which indicated that the airport concession had never 
been placed out on bid. ua 

They objected to that fact, and requested that we do that. Well, th 
we discussed it at the board and we decided we had no alternative 
but to place it out on bid, which we did. to 

I have a letter in which I voiced my apprehensions, as far as the pl 
move was concerned, and we put it out on bid and then the trouble to 
started. There were three bids. I have copies of the bid proposals, 
if vou would like to see them. wi 

We placed the bids in the local papers, and we did this simultane- th 
ously, side by side, if we could, so there would be no mistake as to to 


the fact there were 2 separate bids, 1 on the submarine base and 1 on 
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the Air Force base. They read almost identical. I would like to 
say here that we include in all of our bid proposals the statement that 
any and all bids—that we reserve the right to refuse any and all bids 
or reject any and all bids. 

About 2 days before the bid opening—I will go back. Several 
weeks before the bid opening the rival group came to me and asked 
me for records showing our income in the back of the hangar, so that 
they could make a more intelligent bid based on the experience we 
had had. 

I told them that I would make those available to them, provided 
they had no objection to my making them available to the other 
group. 

So they had none, and I personally took the same figures over to 
Mr. Lans so that their group would not be placed in a “bad position 
as a result of the other one having more information. 

About 2 days before the bids were opened I got a cable from Wash- 
ington, from either Mr. Lausi’s office or Mr. ~ Edwards’ office, 1 am 
not sure which, which instructed me not to accept bids on the sub- 
marine base. At that time there were high-level conferences going 
on between the Department of the Interior and Navy as to the future 
of the submarine base, and they saw fit to instruct me not to continue 
with that particular negotiation. 

I hiokeht about it; I tried to decide whether I would try to get in 
touch with everybody in advance. Instead, I kept quiet about it until 
just before the bids were open and everybody was in the room, at which 
time I read the cable and explained that I could not accept bids on the 
submarine base. 

The taxi association was the only one offering this bid. They with- 
drew their envelope, and I never saw the contents. We opened the bids 
on the airport. There were 3, and the taxi association was the low 
bidder of the 3 

The taxi organization was high bid. I have copies of all of those 
bids right here. I have the original bids that they submitted. At 
that time there was a general discussion as to the conditions, and so 
forth and so on, and everybody left. 

The taxi association group was very much disgruntled, and the new 
group took over. We set a date of them taking over which was agree- 
able to everybody. I believe it was a week or 2 weeks, and the other 
group was willing that the old group be given, I think, a month to va- 

cate the room which they had maintained as their offices and head- 
quarters at the airport, which was included in their franchise. 

From that time on we had trouble with the old association contin- 
ually using every device and loophole to infringe upon the rights of 
the new organization. 

I was approached by members of the organization and by their at- 
torney, Mr. Dade Ross, on a number of occasions, where they com- 
plained about the taxi association and their methods of continuing 
to remove people from the airport. 

They were removing at that time about 80 percent of the people who 
were arriving at the airport, and they were doing it at that time under 
the guise of having an exclusive contract with the Virgin Islands Hotel 
to remove their guests from the airport. 
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concessions at the airport than I would have up in front of the Virgin 
Islands Hotel, and they in turn have a concession which they put out 
on bid occasionally for the removal of their passengers. 

It is necessary for us to deal with a group, because we have prob- 
lems of providing continuous and safe transportation to the people 
who arrive at the airport. We feel it is our moral obligation to see 
that people coming in from the States get in cabs that are clean, cabs 
that are insured, and with drivers that we will have some measure of 
control over their performance. lo 
Also, when the tourist boats are in, there is a considerable amount of 
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I argued that the Virgin Islands Hotel had no more right over the 
| vi 


re 
money made from conducting tours, such as from the tourists boats, 

than there is from falling from the airport. When there is no tourist 

boat in, then the airport is the plum, insofar as the taxi work is con- 
cerned. 

If we did not have a group which we could hold to certain definite 
stipulations, it is very easy to find ourselves in the position of 2 or 3 
tourist boats in and all the independent drivers taking tours, end the 
people arriving on the aircraft would not have any transportation 
from the airport. So that is our argument against the feeling of many 
people that the airport should be open to any and all taxis that will 
come out there and pay a dime to pick up a fare. We had several court 
cases on this. Judge Moore heard them. They were decided in our 
favor, and I think were dismissed. There is another pending now 
on which he is supposed to render some decision, I believe, next week. 

The big problem of course was the contention by the taxi association 
that they had this exclusive right with the Virgin Islands Hotel. 
The hotel went along with the group, and maintained that they were | 
giving free transportation to their guests, which was their right. | 

We have always contended that any hotel that brought their own 
vehicle to pick up a passenger arriving at the airport had the right to 
doso. Any private individual can come in and pick up a passenger or | 
a friend and go out. 

Now if they park in a parking slot, they pay 10 cents per hour or a | 
fraction thereof. Or they can park outside for free, and if people | 
come out they can drive in, pick up the baggage and the people, and | 
drive out at no charge. Now if the hotels want to rent a permanent 
spot within the hangar they can do that. I believe the charge is $10 a if 
month, and then they can come in and go out of that hangar at their | f< 
will, with no additional costs. tl 

These were all stipulations that were included in our franchise 
arrangement. On this problem with the Virgin Islands Hotel, they el 
continued to insist that they were giving free transportation and had 
always done go. 

We were fortunate in being able to obtain several of the little pam- 
phlets. They got very hard to get all of a sudden, but in which they 
had advertised that they had an arrangement with the taxi association 
that they could not give free transportation to arriving and departing 
guests but they had an arrangement with the taxi association to pro- 
vide this transportation for 60 cents per person. We considered that a ai 
paid fare, and as such belonged to the group that was holding the ti 
franchise. There have been several other attempts to get into the 
airport to remove passengers. | 
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For example, the British consul used to come down to pick up pas- 
sengers arriving on the BWIA planes, and he would bring along 
members of the taxi association and maintained he had a right to bring 
anybody he wanted to to remove these people. 

However, I suggested to him that he allow his swperiors and my su- 
periors to thrash ‘the matter out, and he suddenly decided that he did 
not want to do that, and we have not had any trouble with this indi- 
vidual since. 

It has been one thing after the other with the taxi association who 
lost the bid. It has been adjudicated in the courts and decision was 
rendered in our favor, and I feel that the taxi association should de- 
sist and wait until it comes up for bid another time and try again, 
rather ioe n continue to harass us. 

Mr. Cirvporr. When will you invite bids again ? 

Mr. Gant. Kivery 2 years. 

Mr. Crivporr. Do you have a copy of that court decision that you 
can send to us? 

Mr. Gray. No, but I will get one from the district attorney. 

Mr. Cruvporr. Send it to us, please. 

(See appendix FE, p. 852.) 

Mr. Lanican. Are those sealed bids that you take? 

Mr. Gray. Yes, sir. 

Mr. Jonas. May I ask a question, Mr. Gray ? 

Mr. Gray. : sir. 

Mr. Jonas. Your franchise does not prevent anybody from deliver- 
ing a passenger to the airport ? 

Mr. Gray. No, sir. 

Mr. Jonas. It is only to take passengers away from the airport? 

Mr. Gray. Paying taxi fares. 

Mr. Jonas. Any independent cab can deliver passengers there? 

Mr. Gray. That is correct. Now we have had another situation 
where some of the taxi association people have been bringing people 
from town and dropping them outside rather than come inside, to 
avoid payment of the 10-cent fee, which means that the passengers 
damage therefore are placed under a situation that is unpleasant 
and they are faced with a problem then of bringing their baggage 
from outside inside, and I have told the association in the past that 
if that type of thing were to persist, that it is going to be necessary 
for us to place a toll gate out at the entrance to the airport to prevent 
the passengers from being subjected to that type of treatment. 

Mr. Knox. Mr. Gray, would you submit for the record the differ- 
ential in bids, not the differential, the bids that were received ? 

Mr. Gray. Yes, sir; [have them right here. 

(The bids were as follows :) 

JANUARY 16, 1956. 
Re Bid proposal airport—taxi. 
Mr. E. H. Gray, 
Manager, Development Department, Virgin Islands Corporation, 
St. Thomas, V. I. 


Dear Mr. Gray: Reference is made to the solicitation of proposals for the 
airport taxi concession published in local papers by the Virgin Island Corpora- 
tion, a copy of which is attached hereto and made a part of this proposal. 

I am the operator and owner of the business known as Silver Streak Taxis 
and I have been operating a fleet of taxis for more than 10 years in St. Thomas. 
My reputation in this field is established and bona fide. 
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My proposal made herein is subject to the terms, conditions and requirements 
outlined in the solicitation and in addition if the airport taxi concession is 
awarded to me I will comply with all requirements made a part of the final 
concession agreement. I offer to pay $315 per month rent for the concession Pp 
indicated in the solicitation. A certified check in the amount of $315 is enclosed. 

Very truly yours, 
Fevix VIALET, 
Operator of Silver Streak Tavis. 


JANUARY 16, 1956. I 
Mr. B. H. Gray, 
Manager, Development Department, Virgin Islands Corporation, 

St. Thomas, V. I. 


Organization for the exclusive taxi service concession at the Bourne Field Air- 
port and is made in accordince with the solicitation of proposals recently pub- 


1. Monthly rent, $255.55. 

2. Terms and conditions of your solicitation for proposals are accepted and 
guaranteed. 

We attach: 

Draft of proposed agreement if bid is acceptable, covering the items mentioned 
in the solicitation, together with self-explanatory comments. 

Certified check in the amount of $255.55 as good faith deposit. S 

Sincerely yours, 


Dear Mr. Gray: This letter constitutes the bid of the Virgin Island Taxi Oo 
lished by the Virgin Islands Corporation in St. Thomas newspapers. & 
This organization is comprised of licensed taxi operators in St. Thomas and our 
members have established and bona fide reputations as reputable and competent p 
taxi operators. h 
Subject to the terms and conditions of your published solicitation of proposals 
the Virgin Islands Taxi Organization hereby bids the sum of $320 as monthly : 
rental for the airport exclusive taxi concession and a certified check payable to t 
the order of the Virgin Islands Corporation in that amount is enclosed herewith. f 
All of the guaranties and conditions required by your solicitation will be pro- 
vided by this organization in the event the concession is awarded to us. 
Respectfully submitted. Y 
Vircin IstanDs TAxt ORGANIZATION, h 
By SAMUEL WEBSTER, ti 
President. 
CLARENCE HUSBAND, 
Vice President. 
Ivan HeprInoton, 2 
Treasurer. 
ALPHONSE SIMMONDS, A 
Secretary. I 
THEODORE CALISTRO, 
Member, Executive Committee. n 
y 
Tue Str. THomAs TAxIcas ASSOCIATION, t 
St. Thomas, V.1., January 16, 1956. 
Re airport taxi concession, Bourne Field, St. Thomas, V. I. 0 
Mr. E. H. Gray, u 
Manager, Development Department, Virgin Islands Corporation, C 
St. Thomas, V. I. t 
Deak Siz: With reference to the above, the St. Thomas Taxicab Association 
bids as follows: | e 


Owen I. Lans, President. j 
Mr. Laniean. Are these copies that you might want back? ¥ 
Mr. Gray. These are the originals. t 
Mr. Cuuporr, Why don’t you photostat them and send them to us? | h 
Mr. Knox. Just give us the amounts now. | f 
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Mr. Cuvporr. You just want the figures? You can give us that. 

Is this on a monthly basis or a yearly ‘basis or what? How are they 
paid? 

Mr. Gray. They pass on a monthly basis. 

Mr. Cuvporr. How much a month did each of the three bidders bid ? 

Mr. Gray. It was on a monthly bid. The Virgin Islands Taxi Or- 

ganization won the bid at $320 a month. The Taxi Association who 
lost the bid, bid $255, and the other one was the Silver Streak and they 
bid in between. Silver Streak bid $315. 

Mr. Cuuporr. Are there any further questions? 

Mr. Pincus. I have just one. I am just curious as to why that piece 
of territory looks like a no-man’s land and feels like one between the 
road and the actual entrance and exit to the hangar, why it is unpaved 
and full of trenches? 

Mr. Gray. Because I have not had time to pave it yet. Part of my 
program for this year is to put in a road from that section to the 
hangar. That was never used before for that purpose. 

Traflic is pretty heavy and the public works trucks that go into 
the gravel pit are pretty heavy and we want to put in a concrete road 
from the hangar to the road. 

Mr. Cuuporr. If there are no further questions, I want to thank 
you, Mr. Gray, for coming here and giving this testimony which we 
have reques ted, and you will send whatever we request to Washington 
to us? 

Mr. Gray. Yes, sir, and could you give me the address ? 

Mr. Peruman. Public Works and Resources Subcommittee, Room 
201, George Washington Inn. 

Mr. Cuuporr. You can get him on the side. Call him on the side, 
Mr. Perlman and give him the address and we will get through here. 
If there are any organizations in the room that want to submit state- 
ments, if they are relevant we will keep the record open 15 days to give 
you an opportunity to send these statements to the subcommittee in 
the House Office Building in Washington. 

I just want to make a very short closing statement. This concludes 
our hearings in the Virgin Islands. We will hold some further hear- 
ings in Washington in January or February when we will hear from 
Government officials, more particularly those officials connected with 
the Department of the Interior. 

[ just want to take this opportunity on behalf of the subcommittee 
of thanking all the witnesses for being so cooperative, and for giving 
us a résumé of your problems. 

[ assure you that we did not come down here on a junket as they 
call it, and I think that the clock registers almost 10 minutes to 7 and 
we have been in session since 9 o’clock this morning and I think that 
speaks for itself. 

We are much interested in your problems. We know there are many. 
We know there are some we may not be able to do anything about, but 
we are sure there are some we can help you with. We also want to 
thank the chamber of commerce and the various organizations who 
have been so nice and kind and considerate to us in putting certain 
facilities at our disposal, and in our offhours we have certainly en- 
joyed your most lovely climate and I assure you that when the report 
comes out, you will receive adequate copies in the Virgin Islands, and 
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I hope that the press in the Virgin Islands will give it the proper 
publicity. 

Mr. Knox. Mr Chairma an, I should like to inquire relative to any 
report that Mr. Perlman may have concerning the request that I made 
for the staff to be assigned to look into the question of the rum sit- 
uation here on the islands. 

Mr. Cuuporr. Mr. Knox, Mr. Perlman spent the greater part of 
yesterday making a preliminary investigation. When we get back 
to Washington we will have an executive session at which time Mr. 
Perlman will go over with the subcommittee his findings and exhibits 
that he has in his possession that were given to him, at which time we 
will make further decisions. 

As you know, Mr. Knox, the Subcommittee on Territories had an 
executive session and covered this problem. I do not know whether 
they have jurisdiction or not. I am inclined to believe they did not, 
but we are going to see whether we can’t get a copy of the transcript of 
their executive session for our executive session, when we have it. 

Mr. Knox. I hope it' does not entail another trip to the Virgin Is- 
lands in order to hold hearings on this one question. I think it is a 
very important question and one that should certainly be given every 
consideration. 

Mr. Cuuporr. I don’t think it will. I have not heard a thing from 
Mr. Perlman except that he said he would go over the matter with us 
in executive session. 

I think we ought to determine first of all whether we have ore 
diction, secondly whether we are duplicating a hearing held by the 
Subcommittee on Territories, before we decide what we are going to 
do, and I think if we have to have hearings I think we can have them 
in Washington. 

The committee is now adjourned. 

(Whereupon, at 6:50 p. m., the subcommittee was adjourned.) 
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ACTIVITIES OF THE VIRGIN ISLANDS GOVERNMENT 
AND THE VIRGIN ISLANDS CORPORATION 





TUESDAY, MARCH 5, 1957 


Houser or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic WorkKS AND REsoURCES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to notice, at 10:40 a. m., in room 
1537, House Office Building. Hon. Earl Chudoff (chairman of the 
subcommittee) presiding. 

Present: Representatives Chudoff, Moss, Garmatz, Hoffman, 
Brownson, Smith, and Jonas. 

Also present: Arthur Perlman, staff director; James A. Lanigan, 
subcommittee counsel; and William Pincus, associate general counsel, 
Committee on Government Operations. 

Mr. Cuuporr. The subcommittee will be in order. Before calling 
the first witness, I would like to make an opening statement. 

Last year the Public Works and Resources Subcommittee held sev- 
eral days of hearings on operations of the Virgin Islands Government 
und the Virgin Islands Corporation. At that time I indicated that a 
further opportunity would be given officials of the Department of the 
Interior and others to present testimony to this subcommittee at this 
session of Congress and to give the members of the subcommittee an 
opportunity to ask questions of the officials. We are resuming our 
hearings at this time for that purpose. If possible, the records of last 
year’s heari ings and of the present ones will be printed together in one 
volume. 

Since our hearings terminated last December, the General Account- 
ing Office has completed its reports on the operations of the Virgin 
Islands Government and of the Virgin Islands Corporation for the 
fiscal year 1956. Copies of these reports were sent to the members last 
week. QOur first witnesses will be representatives of the General Ac- 
counting Office who will give us the highlights of their reports and 
answer any questions that the members or the counsel may have. 

In addition, representativ es of the Commodity Stabilization Service 
of the Department of Agriculture who made a study of the sugar 
operations of the Virgin Islands in 1953 have gone to the Virgin 
Islands at my request and have brought their reports and recom- 
mendations up to date. A representative of this Service will testify 
following the testimony of the General Accounting Office. 

Owing to dey elopments. since our hearings, I expect that we will also 
go into the following major topics: 

An examination into the January 23, 1957, fire at the Virgin 
Islands sugar plant which resulted in about $200,000 damages to 
various shops. 

445 
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An inquiry into two possibile conflict-of-interest situations in- 
volving Virgin Islands Corporation. In one case, the Corporation 
has contracted for certain services with a firm in which a Corporation 
director is a partner. In the other, the wife of the Corporation Presi- 
dent was hired as the St. Croix agent for the firm which had a con- 
tract to ship Virgin Islands Cor poration sugar from St. Croix to the 
mena 

The continued water shortage on St. Thomas. 

4, . Allegations of favoritism, ‘secured by political pressure, in the 
oper: ation of the telephone department which resulted in hundreds 
of people being deprived of tele} »hone service so that one individual 
could be served. 

5. The abolishment of the Vocational Education Board through 
a reorganization. This almost resulted in the Territory losing its 
Federal vocational education grant. 

Of course, any member is free to ask the witnesses questions con- 
cerning other matters with respect to the Virgin Islands Government 
or the Virgin Islands Corporation which may be of interest to him. 

A list of witnesses whom we expect to appear has been given to 
each member. 

If there is anyone here who would like to testify and who is not on 
the list of witnesses, please come forward and see Mr. Perlman, the 
subcommittee staff director, and he will arrange for your appearance. 

Mr. Horrman. Following that, Mr. Chairman, I would like to insert 
in the record the remarks put in the Congressional Record by the 
chairman on February 27, pages 2441-2442. 

Mr. Cuvporr. Without objection, it will be included in the record. 

(The remarks above referred to follows :) 


CONFLICT OF INTEREST 


(Mr. CHuporr asked and was given permission to extend his remarks at this 

cint in the Record.) 

Myr. CHuporr. Mr. Speaker, Members of this House and of the Senate are be- 
coming increasingly aware of and concerned about situations wherein the pri- 

vate interests of important members of the executive branch, or of members of 

their families may conflict with their primary obligations to the Federal Gov- 
ernment. Some of these situations are governed by statute; in other instances, 
however, plain commonsense tells us that it is unwise, unsound, and not mor- 
ally proper for a top Federal official, or for his wife, to hold outside positions 
which result in the official or in members of his immediate family representing 
the United States on the one hand and representing private companies which 
deal with the United States through that official, on the other. 

Recently, in reviewing material relating to the Virgin Islands Corporation, a 
Federal Government corporation, I have noticed two arrangements which seem 
to require a careful investigation. 

In the first place, it appears that a member of the Board of Directors of the 
Virgin Islands Corporation is also a partner in a firm which contracts directly 
with the Corporation to perform services for it on an annual basis. Thus a mem- 
ber of the governing body of the Government corporation is also a member of the 
governing group of a firm which contracts with and receives fees from the 
Corporation. The conflict of interest and the possibility of undue and improper 
influence on Corporation employees in, for example, resolving disputes between 
the two parties is obvious. 

The other situation involves the employment of the wife of the President of 
the Virgin Islands Corporation, by a company which had a contract with the 
Corporation. It appears that in March 1955, the Corporation negotiated a con- 
tract with the TMT Trailer Ferry, Inc., a shipping firm, to carry the Corpora- 
tion’s raw sugar to the United States. In July 1955, TMT hired the wife of the 
Corporation President to act as its agent in St. Croix, the island from which 
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the Corporation ships sugar. A substantial part of TMT’s Virgin Island busi- 


ness, at the time, consisted of carrying sugar for the Corporation. In 1956 the 
shipping contract was renewed for another year. 


Here again, I believe we have a very unsound arrangement from the Govy- 
ernment’s point of view. In case of any dispute over terms, rates, service, and 
so forth, the Corporation President would be in the position of arguing with 
his wife’s employer and, in fact, might have to deal with his wife as the repre- 
sentative of the other party to the dispute. 

Thus, a situation was created in which both financial and personal considera- 
tions could influence, perhaps even subconsciously, the Corporation President to 
act or make decisions which were not in the best interests of the United States. 

I think it is clear that both instances I have described are basically unhealthy. 
The first continues to exist; the second lasted for two shipping seasons, although 


I understand that the Corporation is making other shipping arrangements this 
vear. 


Perhaps the most amazing thing in both these cases is that these arrange- 
ments were not only know to, but were actually approved by top officials in the 
Interior Department. Apparently conflicts of interest do not just occur in the 
present administration; they are encouraged from the highest levels. 

Mr. Cuuporr. Mr. Jonas, will you come up to the table and sit 
with us. You were at the hearings last session. 

Mr. Jonas. I am not a member of the committee and don’t intend 
to have anything to say. I came in as a spectator. 

Mr. Horrman. Mr. Jonas attended the hearings in the islands when 
some of us were not there, and we would like to have him sit in. 

Mr. Cuuporr. He has been invited to sit in. The first witness is 
the representative of the General Accounting Office, Mr. Muhonen. 
Will you take the witness chair, please? 

Will you identify yourself for the record, please? 

Mr. Munonen. I am E. W. Muhonen, Assistant Director, Civil 
Accounting and Auditing Division, General Accounting Office. 


STATEMENT OF E. W. MUHONEN, ASSISTANT DIRECTOR, CIVIL 
ACCOUNTING AND AUDITING DIVISION, GENERAL ACCOUNTING 
OFFICE; ACCOMPANIED BY OWEN KANE, OFFICE OF LEGISLA- 
TIVE LIAISON; W. V. BOUR, OFFICE OF THE GENERAL COUNSEL; 
AND M. E. HENIG AND R. J. WOODS, BOTH SUPERVISORY AC- 
COUNTANTS, CIVIL ACCOUNTING AND AUDITING DIVISION 


Mr. Munonen. Mr. Chairman and members of the committee, we 
are pleased to be here today to discuss with you the information con- 
tained in our audit reports on the government of the Virgin Islands 
and the Virgin Islands Corporation. We consider the furnishing of 
audit reports to the Congress as one of our most important responsi- 
bilities and we deeply appreciate the interest you have shown in them. 


VIRGIN ISLANDS CORPORATION 


The audit report on the Virgin Islands Corporation for the fiscal 
year 1956 was transmitted to the Congress on January 16, 1957. 
Audit reports to the Congress on the Corporation have been furnished 
annually by the General Accounting Office since the Corporation’s in- 
ception in 1949, and for several years prior thereto on the predecessor 
corporation, the Virgin Islands Company. 

Our fiscal year 1956 audit was conducted at the Corporation’s head- 
quarters at St. Croix, United States Virgin Islands, and at other 





448 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


offices of the Corporation on that island and on the island of St. 
Thomas. We make an anual audit of the Corporation as required 
by the Government Corporation Control Act (31 U.S. C. 841). Our 
plans for the audit coverage for the future is similar to the coverage 
during the 1956 audit. 

Our reports on the Virgin Islands Corporation for the past few 
years have pointed out certain deficiencies in the general and finan- 
cial management of the Corporation, and they have stressed the de- 
sirability, in our opinion, of transferring the financing and, ultimately, 
the management of the Virgin Islands Corporation to the Government 
of the Virgin Islands when the latter has demonstrated its ability to 
satisfactor ily assume this responsibility. 

We believe that the matter of transferring the financing and man- 
agement of the Corporation to the Government of the Virgin Islands 
is of primary importance at this time, and should receive the careful 
consideration of the Congress as under existing law the Corporation’s 
charter expires on June 30,1959. The purpose of this transfer would 
be to divest the Federal Government of a responsibility which appears 
to belong more logically to the government of the Virgin Islands. 
This finding is included also in our report to the Congress on the gov- 
ernment of the Virgin Islands for fiscal year 1956. 

Our 1956 audit disclosed that the Corporation’s management has 
corrected or initiated corrective action on a number of deficiencies in 
general and financial management that were commented on in prior 
years’ audit reports. The net annual loss sustained by the Corpora- 
tion has shown a steadily decreasing trend in recent years because of 
the efforts of management. Significant deficiencies in administration 
and management noted by us and remaining to be corrected are covered 
in our audit report. They constituted four items, namely: 

1. The Corporation did not take a satisfactory physical inventory of 
materials and supplies for use in power operations during fiscal year 
1956. 

2. The Corporation has not taken a complete and acceptable inven- 
tory of fixed properties in recent years. 

3. The Corporation has not obtained an effective internal audit. 

4. Depreciation rates for properties used in the sugar department 
are lower than depreciation rates used by other sugar manufacturers 
in the Caribbean area. The use of higher rates would result in an 
increase in the Joss and a reduction in the book value of the Corpora- 
tion’s assets. 

With respect to these deficiencies the Corporation’s President noti- 
tied us by letter dated December 5, 1956, that action has been initiated 
to correct the conditions set forth and it is hoped and expected that 
corrective action will be completed before June 30, 1957. 


GOVERN MENT OF THE VIRGIN ISLANDS 


The audit report on the government of the Virgin Islands for fis- 
cal year 1956 was transmitted to the Congress on January 31, 1957. 
The audit reports to the Congress on the insular government have been 
furnished annually by the General Accounting Office beginning with 
our report. for fiscal year 1952. 

Our fiscal year 1956 audit. was conducted at the insular government 
headquarters at Charlotte Amalie, St. Thomas, United States Virgin 
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Islands, and included visits to the neighboring island of St. Croix. 
Our plans for the future are to make an annual review of the activities 
of the Government Comptroller of the Virgin Islands as required by 
section 19 of the Revised Organic Act of the Vir gin Islands (48 U.S.C. 
1632) and to review such other insular government functions and 
activities as we deem necessary. 

This report contains a number of findings relating to the adminis- 
tration by the insular government together with our recommendations 
for corrective action. In each of our four previous annual audit re- 
ports on the insular government, we commented on serious deficiencies 
and weaknesses in the oper ation and financial administration of that 
government. Many of these deficiencies continue to exist. 

As a result, we have been unable to determine the financial position 
of the government of the Virgin Islands at any year end or the results 
of the fiscal operations for any year during the 5 years that the ac- 
tivities of the insular government have been subject to comprehensive 
review at the islands by the General Accounting Office. We believe 
that the present condition of the accounting records and internal con- 
trols in the insular government, in addition to causing serious opera- 
tional difficulties, has resulted in noncompliance with section 18 of the 
Revised Organic Act which specifically requires the Governor to estab- 
lish and maintain a satisfactory system of accounting and internal 
control. 

The principal recommendations included in our audit report for 
1 gs are summarized as follows: 

Need for limitation of F ee income-tax-relief laws enacted by 
the government of the Virgin Islands. 


Proposed changes in the financing and management of the Virgin 
Islands Corpor ation. 


Proposed change in the financing of the office of the government 
comptroller. 

4. Reorganization of the executive branch of the government of the 
Virgin Islands. 

Inadequate administration of revenue laws. 

Appropriations by the Virgin Islands Legislature in excess of 
anticipated revenues for both fiscal years 1956 and 1957. 

Deficiencies in financial record keeping and internal controls. 

Additional comments on findings in our report follow. 

The activities of the Territorial government of the Virgin Islands 
are financed largely by annual gr ants from the Federal Government. 
For example, based on the best ‘available financial data, Federal con- 

tributions for fiscal year 1956 totaled $6,643,000, while local revenues 
and miscellaneous income totaled $1,297,000. 

Provision for these grants is contained in section 28 of the revised 
organic act. Under section 28 the Territorial government is per- 
mitted to retain all proceeds of any taxes levied by the Congress on 
the inhabitants of the Virgin Islands, including Federal income taxes. 
All revenues realized by “the Territorial government are thereafter 
matched by the Federal Government for use in the subsequent fiscal 
year based on a certified statement as to amount by the government 
comptroller. 

The Virgin Islands are a tax jur isdiction separate from the United 
States. The Federal Internal Revenue Code applies to the islands, 
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but is administered by the employees of the insular government. To 
bolster the economy of the islands, certain income-tax-relief measures 
have been enacted into law by the insular government. These laws 
provide for a subsidy (refund pursuant to approved claim) to a per- 
son, firm, or corporation qualifying as a new business of 75 percent 
of the income tax paid to the Territorial treasury. 

Another law provides for a 50-percent tax subsidy in connection 
with income derived from the purchase, sale, or ownership of securi- 
= bought or sold through an investment company organized under 
ocal law. 

We believe that Congress should consider legislation which would 
specify clearly the authority exercised by the local Territorial gov- 
ernment to grant to certain individuals and businesses refunds of their 
Federal income taxes. This matter has already been brought to the 
attention of the Congress by the Secretary of the Interior. 

The Secretary’s recommendation for amendment and clarification 
of the revised organic act was introduced in the 84th Congress, 2d 
session, in H. R. 11665, June 7, 1956, but was not reported out of com- 
mittee during the last regular session. We have included this item 
in our audit report in order to further emphasize its importance and 
to point out the need for an early resolution of the matter. 

ur proposal that the responsibility for financing operating deficits 
sustained by the Virgin Islands Corporation be shifted from the Fed- 
eral Government to the government of the Virgin Islands is based on 
our estimation of the present duplication of objectives, functions, and 
responsibilities of both organizations. 

Je believe also that the Federal Government should be divested of 
a pesponenlity which appears to belong more logically to the Terri- 
torial government. Losses from Vicorp operations, we believe, should 
be met out of the present matching-fund grants made to the Terri- 
torial government each year by the Federal Government. 

Vicorp’s operating loss last year amounted to about 10 percent of 
the matching-fund grant for the same period. In the past 3 years 
Vicorp’s annual loss from operations has been diminishing while 
matching-fund grants to the Territorial government have been in- 
creasing. 

We believe also that the responsibility for management of Vicorp 
should ultimately be transferred to the government of the Virgin 
Islands. The transfer of management responsibilities, however, 
should await a demonstration of the Territorial government’s ability 
to satisfactorily fulfill its present responsibilities. 

With regard to the office of the government comptroller of the Vir- 
gin Islands, an office created by section 17 of the revised organic act, 
we are recommending that the Congress reserve each year, out of the 
Federal matching-fund grant, an amount of money sufficient to staff 
and run this office. 

On the organization structure of the government of the Virgin 
Islands we state in our report that, although the present organization 
conforms to the requirements of the revised organic act, recent rec- 
ommendations by the Governor for changes in the present structure 
appear to be sound and would better promote efficiency and economy 
within the executive branch of the local government. Such changes 
cannot be made, however, without the consent of the Virgin Islands 
Legislature, and this approval has not been given. 
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In regard to the administration of revenue laws, we state in our 
report that serious deficiencies exist in this area. We are recom- 
mending that the Governor obtain a review of the tax administration 
procedures of the government by qualified tax consultants and that he 
consider organizing a central tax office staffed with sufficient em- 
ployees, both in number and experience, to carry out the responsibili- 
ties of the office. 

Another matter treated in our report this year is that of appropria- 
tions of funds by the Virgin Islands Legislature. In each of the past 
2 fiscal years, 1956 and 1957, the Virgin Islands Legislature has ap- 
propriated consideral!; more funds than have been available for ap- 
propriation. The Governor was forced to make cutbacks based on 

riorities established by him. These cutbacks may or may not have 
Coa in accordance with the wishes of the local legislature. 

Our final principal audit finding deals with financial recordkeep- 
ing and internal controls in the insular government. Deficiencies in 
this area have been quite serious and will require a concerted effort to 
correct. It is of interest to note that many of the deficiencies in this 
area noted in our report to the Congress for the fiscal year 1952 still 
exist. 

Our 1952 report pointed out that the deficiencies cited had at that 
time existed for many years and that corrective action even then was 
long overdue. Accordingly, we have recommended in our 1956 report 
that the Secretary of the Interior and the Governor of the Virgin 
Islands take corrective action on these deficiencies at the earliest 
possible date. 

We will be glad to answer any questions in connection with this state- 
ment or our audit reports. 

Mr. Cuuporr. Mr. Lanigan, do you have any questions? 

Mr. Lanican. I have a few, sir. As a matter of background, can 
you give us more detail on how the Virgin Islands government is 
financed? That is, how it raises money locally and how the Federal 
Government contributes. Some of the members here haven’t been 
in on earlier hearings, and I think they would like to know that. 

Mr. Muuonen. In our audit report to the Congress we have sum- 
marized the sources of funds to the Territorial government. If any- 
one has a copy of that, it is on page 25 of our 1956 report. It points 
out the total revenues, as near as we could figure out from the records 
that were available, for 1956 were $7,940,000. Of this amount, $6,- 
643,000 was from Federal contributions, consisting of the matching- 
fund grant of $2.3 million, the Federal grant for emergency purposes. 
This is “ii” funds. 

Mr. Cruporr. Perhaps you might explain what “ii” means. I 
think, if you will remember, some of the members are new on this 
committee and haven’t had any occasion to go into this subject before. 

Mr. Munonen. Section 28 gives the fiscal provisions for the Terri- 
torial government. Section 28 provides that the proceeds of customs 
duties, United States income taxes, and any taxes levied by the Con- 
gress on the inhabitants of the Virgin Islands and the proceeds of 
the various local revenues shall be available for expenditure as the 
Virgin Islands Legislature may direct. 

These revenues are collected by and retained in the Virgin Islands, 
Under seetion 28 | b) of the revised organic act we come to the so-called 
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matching-funds provision. Section 28 (b) makes reference to sec- 
tion 3350, chapter 28, of the Internal Revenue Code. It provides that 
beginning with fiscal year 1955, the Federal Government will match 
local revenues with a certain limitation set out here in the act of $5 
million which has not been reached yet. 

Now the source from which the Federal Government gets its funds 
for matching revenues is principally the taxes on distilled liquors 
that have been manufactured in the Virgin Islands and which are 
exported to and sold in the United States. 

Bestann 28 (b) is broken down into three basic parts. It has a 
subsection (i) which provides for matching-fund grants in the amount 
of local revenues collected during the year. It has a provision, a so- 
called “ii” provision, which provides that the sum of $1 million or the 
difference between total revenue collections on Virgin Islands im- 
ports to the United States and the amount matched under subsection 
(i) will be made available to the Virgin Islands government for 
emergency purposes. 

Under section (ii) these funds are available only through June 30, 
1956. No new funds are being appropriated after June 30, 1956, 
under the present law. 

Mr. Cuuporr. May I interrupt you at that point? 

Mr. Munonen. Yes, sir. 

Mr. Cuvuvorr. What you are trying to tell us simply is this, that 
under the revised organic act, for every dollar that the Virgin Islands 
raises in revenue through their own tax laws, the United States would 
match with an equal dollar, in what we call matching funds. 

Mr. Munonen. I would say that is right. 

Mr. Cuuporr. After this fiscal year they are taking away the $1 
million emergency grant. 

Mr. Munonen. It has been more than $1 million, but that is right. 

Mr. Cuuporr. The purpose of the revised organic act is to try to 
get the government of the Virgin Islands to legislate proper tax laws 
and administer those laws in a proper fashion so the more money 
they take in locally, the more money they will get from Washington. 

Mr. Munonen. That is correct. I believe there should be an incen- 
tive to assess themselves fairly. 

There is a third section (iii) which provides that the balance, if 
any, of collections in the Treasury from products imported from the 
Virgin Islands and sold in the United States, the duties on those prod- 
ucts would be deposited in the Treasury as miscellaneous receipts. 
This means after June 30, 1956, based on your present collections from 
these sources, over $2 million will be deposited in the Treasury as 
miscellaneous receipts which might be available to the Virgin Islands 
government if it should increase its local revenues under subsection (i). 

Those were the two principal revenues. On the local side you have 
trade, excise, and gross receipts taxes, real property taxes, license 
fees and permits, gasoline taxes, and a number of other general-fund 
collections, the total of which is $1,297,000 for the fiscal year 1956 
compared to $6,643,000 in Federal contributions. 

Mr. Sairn. On the $1 million Federal contribution, that is not 
matching money, is it? 

Mr. Munonen. No, sir. 

Mr. Snuirn. Is the matching supposed to be 50-50? 
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Mr. Munonen. Yes, sir. 

Mr. Smrra. How do you get the difference? 

Mr. Cuuporr. I think they have grant-in-aid funds and I think 
that is the way it works out. 

Mr. Munonen. The matching for fiscal year 1956 was $2,309,003. 
We have in this report an explanation of the amount of that that was 
certified by the Government Comptroller which we have reviewed 
and audited. 

Mr. Cuuporr. Mr. Smith, I think for your information, the grant- 
in-aid funds are like — assistance funds and other funds that are 
given to the Virgin Islands government for a specific purpose. In 
other words, they can’t use them for anything else. The Health, Edu- 

‘ation, and Welfare Department. gives them funds for vocational 
education, for the operation of their health facilities and they are 
limited in that expenditure whereas the matching funds can be used 
generally for any operations of the Government they feel is neces- 

sary, providing they are properly appropriated by the legislature. 

Mr. Lanican. You show local revenues for _1955 as a little over 
$1 million. How could a matching fund of $2 million, or almost 
800,000 more than local revenues, occur ? 

Mr. Munonen. We have included above the line as a Federal con- 
tribution the Federal income taxes even though under the revised 
organic act the Federal income taxes collected in the Virgin Islands 
are one of the items that are matched. We consider that to be, as we 
see it, a Federal contribution. 

Mr. Laniean. If a person lives in the Virgin Islands and has income 
both from the Virgin Islands and income that is earned in the United 
States, does the whole amount of his income tax go into the local 
treasury ¢ 

Mr. Munonen. He is to file his return in whatever jurisdiction he 
is a legal resident, and we understand the entire amount of the tax 
paid by him would go to the jurisdiction of which he is a legal resident. 

Mr. Cuvuporr. Although the Virgin Islands, itself, had nothing to 
do with the source of that income. 

Mr. Munonen. That is correct. 

Mr. Lanican. Now could you give us a little more detail on the 
tax rebate laws and how they have worked ? 

Mr. Muvonen. We have copies of two of them here that we com- 
mented on in our report, if you would like to have them. 

Mr. Laniean. We could put them in the record. 

Mr. Cuuporr. They are acts of the Virgin Islands Legislature, is 
that correct ? 

Mr. Munonen. That is right. 

Mr. Cuuporr. They are not our congressional acts. 

Mr. Munonen. No; they are not. 

Mr. Cuvporr. Without objection I think we should put them ip 
the record at this er 

(See appendix “F”, p. 854.) 

Mr. Munonen. There have been a number of acts passed by the 
Councils of St. John and St. Thomas and through its counterpart in 
St. Croix, which have set up certain subsidies for taxpayers. These 
laws have been amended a number of times and we have here with us 
and we have made reference to them in our report, two of these bills. 


90694— 57— 30 
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One of them is called bill No. 293 of the Ninth Municipal Council of 


isl 
St. Thomas and St. John, for 1953 and 1954. This bill was approved mi 
by the Governor, J anuary 25, 1954, and it provides general informa- 
tion about the encouragement and establishment of new business and co 
industries and the promotion of tourism in the Virgin Islands. It ag 
provides for the granting of exemptions from income taxes and the | 
payment of certain other taxes and fees. This is supposed to apply 
to new business, although they have made its provisions retroactive 
to 1947, provided thi xt the business involved had a demonstrable Si 
capital investment of at least $10,000. In the case of hotels a higher ca 
figure is used, some $100,000, and in the case of apartment houses, a fr 
$500,000 investment is required. el 

In general this bill provides for a subsidy of 75 percent of the in- ce 
come tax that would be required to be paid. The Virgin Islands have 
the same Internal Revenue Code that we have here in the continental fi 
United States. 0} 

Mr. Laniean. Is that 7 5 percent of the income from the new busi- ce 
ness or the total taxes paid by the taxpayer ? f 

Mr. Mcuonen. Generally it would be from the business which is si 
being exempted. h 

I think we can all appreciate the purpose of this act, but we noted s 
during our review that there were possibilities of unjust enrichment b 
to certain persons who might not be taxpayers to the Virgin Islands 0 
for the benefit of the Virgin Islands but for their own purposes. 

The Secretary of the Interior has also recognized this, and we have a 
reviewed his submission of a proposed bill which was introduced in i 
June of 1956 as H. R. 11665. We have here, and we could submit for 
the record, the Secretary of the Interior’s explanation of H. R. 11665, 

a section-by-section analysis of that bill, together with a covering 1 
memorandum which explains the purpose. We have set out essenti: ally ‘ 


the same views in our audit report. 

Mr. Cuvporr. Since that is a congressional document I think we can 
incorporate it in the record by reference. | 

(The document referred to will be found in the files of the sub- : 
committee. ) 

Mr. Munonen. The second bill has to do with a provision for a sub- 
sidy to taxpayers, individuals and corporations, and businesses, of 50 
percent of the income tax they would have to pay on the purchase 
or sale of securities. Now at the time we left the Virgin Islands in 
November 1956, it is our understanding that payments under this law 
had not yet been made. Whether any subsidy-tax refunds have been 
made since that date we are not informed. 

Mr. Lanican. Do you know how these tax-subsidy laws compare 
with those that are available to persons who invest in Puerto Rico? 
Have you had any occasion to make any comparison ? 

Mr. Mcuonen. No,I have not. I saw the article on Puerto Rico in 
Sunday’s paper, but we have not had the occasion to compare exactly 
how they do operate. 

Mr. Cuuporr. Isn’t it true that one of the reasons for the passing 
of these tax-subsidy laws in the Virgin Islands is that they want to 
meet some of the competition that they are getting from Puerto Rico? 
As a matter of fact Puerto Rico is getting all the industry and the 
Virgin Islands are getting none, and it is not only a question of trying 
to help tourism, but it is also trying to establish new business in the 
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islands so that they can use the industry for the purpose of employing 
more people than can possibly be employed under the present setup. 

Mr. Munonen. I would say “Yes.” I believe the objectives are 
commendable. It is just that these loopholes should be guarded 
against. 

Mr. Brownson. Mr. Chairman, may I ask a question ? 

Mr. Cuuporr. Yes. 

Mr. Brownson. I can understand the objective under the first sub- 
sidy that you refer to, the 75-percent subsidy for new business, but I 
can’t understand how this subsidy in connection with income derived 
from the purchase, sale, or ownership of securities would add to the 
employment or to the tourism in the Virgin Islands. I am a little 
confused about that legislation. 

Mr. Munonen. I am sorry if I gave that impression. I meant the 
first subsidy. The second subsidy which would be a 50-percent refund 
on taxes pursuant to stock transactions—I don’t see either how that 
could possibly benetit the development of the Virgin Islands except 
from their angle it would provide a greater number of returns pos- 
sibly, even though they had to refund 50 percent of these. They would 
have a broader base upon which the matching funds provision of 
section 28 (B) would operate. It could be to their financial benefit 
but. I do not see how it would actually encourage the establishment 
of new business and industry. 

Mr. Brownson. In other words, that refers to the establishment of 
a brokerage office in the Virgin Islands, and the trading in stock as 
it would be on any exchange; is that correct? 

Mr. Munonen. That is right. 

Mr. Lanican. | think you stated that the source of the matching 
funds was the internal-revenue tax on rum imported into the United 
States from the Virgin Islands. 

Mr. Munonen. Principally rum; yes, sir. 

Mr. Lanican. In the course of your investigations, you have gone 
into both the Virgin Islands government and the Virgin Islands Cor- 
poration ; is that correct ? 

Mr. Mcnonen. That is correct. 

Mr. Lanican. Now in reviewing these two operations, would you 
say from your own observation that the continuance of the source of 
the matching funds is dependent upon a continuance of the Virgin 
Islands Corporation and its production of sugar and molasses? 

Mr. Munonen. I don’t believe that I quite understand that question. 

Mr. Lanican. Would the matching funds be available if the Virgin 
Islands Corporation didn’t continue to produce sugar and molasses ? 

Mr. Munonen. Well, there are private sugar growers on the island. 
The Virgin Islands Corporation buys their total output and the 
Virgin Islands Corporation is no longer in the rum business. That is 
handled entirely by private industry. 

Mr. Laniean. But it has the only sugar mill. 

Mr. Munonen. The only raw sugar mill to the best of our knowl- 
edge; yes, sir. 

_ Mr. Laniean. Is there any other source of molasses for rum on the 
islands that you know of ? 

Mr. Henie. The private distilleries could obtain molasses from other 


islands, but the Corporation is the only supplier on St. Croix, at this 
time, of molasses. 
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Mr. Lanican. In your statement you touched upon the inadequacy 
of the administration of the revenue laws. The GAO report takes 
it up from the starting point of assessment and also considers tax 
collection. Could you give us some detail on what you believe to be 
the inadequacies in the real property assessment and tax collection 
systems, and what has been done about it since you have first started 
taking audits in 1952? 

Mr. Mvunoney. I would like to have Mr. R. J. Woods, supervisory 
auditor, Civil Accounting and Auditing Division, GAO, to help me 
in this matter. 

Mr. Woops. Our comments on administration of the real estate tax 
program in the 1956 report are practically identical with those that 
appeared in our 1952 report, and they were reiterated to a certain 
extent in 1953, 1954, and 1955. The details of our findings are on pages 
37 and 38 of our 1956 report. We list four or five principal inade- 
quacies in the present tax program. 

No. 1, we state that current and complete tax maps have not been 
prepared. 

No. 2, that existing property-tax assessment records lack proper 
and complete descriptions of real property. 

No. 3, assessment programs are not coordinated between the main 
islands of St. Thomas and St. Croix. The respective tax assessors 
act independently of one another and have recently made assessments 
on completely different bases. 

No. 4, assessment determinations on St. Croix are not based on 
individual appraisals. For example, reassessments of property on 
St. Croix for 1955 were based on a flat 25 percent increase on all 
recorded valuations. 

No. 5, real property improvements on St. Croix are not picked up 
on the tax records by any prescribed method. Building permits issued 
by the insular government are not routed to and noted by the St. Croix 
tax assessor as required by instructions, and as is done on St. Thomas. 

Now, these five points are our principal findings which we want 
to bring out in our 1956 report. We said the same thing in 1952, 
and also in the intervening audit reports. 

Mr. Cuuporr. Are you telling us from 1952 to 1956 you made the 
same recommendations in every one of your audit reports and there 
hasn’t been a single thing done to change the old system that you found 
in 1952, up to the present date ? 

Mr. Woops. That is substantially correct, sir. 

Mr. Laniean. When we had hearings in the Virgin Islands, the tax 
assessor did testify before the subcommittee, and I believe she recog- 
nized these deficiencies. She stated that she had neither the money 
allocated to her office nor the staff to remedy any of them. For ex- 
ample, one of her points was that she just hasn’t been able to get tax 
maps made or any allocation of funds for tax maps. 

Have you made any observation as to the sufficiency of the force of 
the tax assessor’s office—that is, the personnel—both from a numerical 
and from a qualifications standpoint, and as to whether or not the 
tax assessor's office has been getting the money it needs to do a proper 
job? 

Mr. Munionen. In regard to the real-estate tax administration ? 

Mr. Laniean. That is right. 
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Mr. Munonen. As you say, when you were down there you discussed 
these findings with the tax assessor. We believe, not only in real-estate 
taxes but also in income tax administration, that their staff is inade- 
quate, both from the standpoint of number ¢ and with regard to qualifi- 
cations. How many more people they should have to do a proper 
job, we wouldn’t hazard a guess. 

We do believe, and we have recommended in this report, that the 
Governor obtain the services of a qualified tax consultant to look over 
these matters, and to come up with appropriate staff suggestions. 

We have also pointed out in this report that we believe that if they 
had a central tax office with jurisdiction over income taxes, real prop- 
erty taxes, eee fees, and other sources of local revenues, they 
could administer it more efficiently. Presently the administration of 
these revenue lane is split between two departments—that is, the 
departinent of finance and the department of insular affairs, and 
the government secretary. 

Mr. Lanigan. Can you tell how the functions are split up? 

Mr. Munonen. The Department of Finance has in it the tax divi- 
sion, which has the responsibility for income taxes, trade, excise, and 
gross receipts taxes. The department of insular affairs has in it the 
real property taxes that we are discussing here, and the government 
secretary has under his jurisdiction licenses, fees, and permits. 

Mr. Cuvuporr. He is also the head of the Board of Tax Appeals, 
too? 

Mr. Mvuonen. Yes, he is. 

Mr. Brownson. May I ask how many taxpayers there are in the 
Virgin Islands? 

Mr. Cuuporr. Do you have that information? I think that is a 
very good question. 

Mr. Munonen. We have information that according to the Bureau 
of Census there are 24,000 residents in the Virgin Islands. In fiscal 
year 1956 the tax division found 3,701 returns were filed, of which 
3,042 were individual returns. In the previous year, 3,289 total re- 
turns, so you find roughly a 10-percent increase in filing returns in the 
fiscal year 1956. 

Mr. Brownson. Is it fair to say this is a tax problem roughly analo- 
gous to that we would find in a comparatively small city in the United 
States, insofar as number of returns being handled is concerned ? 

Mr. Munonen. We believe so, yes. 

Mr. Brownson. How long has the United States Government had 
responsibility for the Virgin Islands during which period the General 
Accounting Office made no audit in that area at all? 

Mr. Munonen. Well, prior to 1952 we were auditing receipts and 
expenditures in Washington, D. C. It was called a centralized audit, 
so we have audited them since the beginning of the Government’s 
responsi Salite, 

Mr. Brownson. [ am glad you cleared that up because from your 
opening statement I didn’t deduce that. I was rather curious about 
the implied lack of an audit during those several years. 

Mr. Munonen. [am sorry if we gave that ere; 

Mr. Curvporr. Do you want to proceed, Mr. Lanigan? 

Mr. Lanican. Then would you say in your opinion it would be es- 
sential in order to bring the real property and all other taxes into 
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line, to have more personnel in the tax office and better trained per- I 
sonnel; is that correct? } 

Mr. Munonen. Better trained personnel and probably more per- the 
sonnel ; yes, sir. ) 

Mr. Lanican. Have you made any check in the years you have been N 
auditing the government as to just what efforts have been made to tha 
improve the real-estate assessment and tax collection procedures ? } 

Mr. Munonen. We have found similar deficiencies in the past: I 

Mr. Lanican. Have you found any effort to remedy them ‘ of 

Mr. Munonen. We found generally an effort on the part of the pa 
Department of the Interior, but you run into the problem of getting A 
qualified staffs down there and in obtaining and retaining qualified 195 
persons to carry out these functions. 

Mr. LantGan. Have there been, to your knowledge, any previous di 
attempts by any Governor to have tax consultants come down or to on 
have a tax study made of the island? has 

Mr. Munonen. I couldn’t answer that. We have recommended pre- ) 
viously that they have a study made, but at present I don’t know eit 
whether it has been done. a 

Mr. Woops. There were plans to review the organization structure 7 
of the government. The present governor, Governor Gordon, says : 
he has plans to employ someone to review the organization structure 7 
of the government and make recommendations to him. : aie 

I presume that included in that proposal a possible review of tax Ta 
administration in the islands. ) 

Mr. Lantcan. Have you made any estimate of the increase in taxes ve 
that could be made if adequate tax staffs were employed and if the os 
studies were made? pe 

Mr. Munonen. I would not hazard an estimate. ef 

Mr. Lanican. Would you say it would be a substantial increase ? 

Mr. Woops. It would more than pay for the cost of undertaking a th 
revamping of present tax administration. Ye 

Mr. Lanrean. In your report, on page 35, you make mention of a 
tax holiday when you list the period and sources of income. Could 
you tell us just what you mean by a tax holiday? ‘That isn’t explained 
in any detail in your report. Wh 

Mr. Woops. A tax holiday is simply a period of time when the th 
trade, excise, and gross receipts tax laws donot apply. In other words, iF 
they are enacted for a given period. At the end of that period it is up 
to the local legislature to pass a new law. on 

Mr. Cuuporr. Actually what happened, there was a lapse in the 
old law, and before the new legislature got a chance to pass a new law 
considerable time elapsed, and there was a loss of that revenue for a th 
period of several months until they got a new law through. vO 

Mr. Woops. That is right. ” 

Mr. Cuuporr. A tax holiday is a dignified way of putting it. th 

Mr. Woops. That is right. St 

Mr. Munonen. In this entire area we would like to point out 
that the Department of the Interior has indicated agreement with tic 
our findings and proposes to do what it can to improve the admin- ti 
istration of these local revenues. 

Mr. Lantaan. Isn’t it a fact that, under the law, the Governor I 


is charged with the general responsibility for the administration of 
the laws of the islands under the organic act ? 


—— 
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Mr. Munonen. Yes, sir. 

Mr. Lanican. The Governor is under the Office of Territories of 
the Department of the Interior; is that correct ? 

Mr. Munonen. That is correct. 

Mr. Lanican. That has been a difficulty during these 4 or 5 years 
that you have mentioned ? 

Mr. Munonen. Yes, sir. 

Mr. Lanican. In your report you have also included the report 
of the government comptroller of the Virgin Islands. I notice on 
page 66 he says: 

A true appraisal of the financial condition of the government as of July 1, 
1956, is one of bankruptcy. 

I am just wondering if you could tell us what your findings are 
as to the financial administration of the government, and the finan- 
cial position of the government during the periods for which you 
have made your reports ? 

Mr. Munonen. As we point out in our report, because of the 
accounting deficiencies and the lack of accounting records, we were 
unable to determine the financial position of the government. 

Mr. Horrman. May I ask a question there ? 

Mr. Cuuporr. Yes, sir. 

Mr. Horrman. Is that any different than in the Federal Govern- 
ment? Bankruptcy applies to the Federal Government, doesn’t it? 
In other words, the Federal Government’s debt is a little bigger. 

Mr. Munonen. There might be one important difference, Mr. Con- 
gressman, and that is that the Virgin Islands has no authority under 
its revised organic act to incur any general indebtedness. It is not 
supposed to be borrowing money which becomes a general indebted- 
ness. 

Mr. Horrman. You understand the Federal Government has au- 
thority to borrow all it has borrowed and spend all it has spent? 
You don’t know a thing about how much, do you? 

Mr. Munonen. No, sir. 

Mr. Horrman. Neither do I. 

Mr. Cuuporr. Mr. Hoffman, I think the Constitution of the 
United States gives the Congress the power to increase or decrease 
the limitation on borrowing by the Federal Government. Of course, 
I don’t know too much about it, but I know it is in the Constitution. 

Mr. Horrman. You don’t claim you know how much, or that any- 
one else knows how much the Federal Government owes; do you? 

Mr. Cuuporr. No. 

Mr. Horrman. I just wondered what the difference was between 
the Virgin Islands and the Federal Government. I don’t know what 
you are complaining about here. 

Mr. Cuuporr. I think the responsibility is the same whether it is 
the Virgin Islands government or the Government of the United 
States. 

Mr. Brownson. Is this lack of responsiveness to the GAO sugges- 
tion primarily a legislative problem in the Virgin Islands, an execu- 
tive problem in the Virgin Islands, or is it partly both? 

Mr. Cuuporr. I don’t think I would want to answer that question. 
I think counsel might be in a better position to answer that question. 

Mr. Laniaan. I don’t know that anyone could answer it. I think 
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the General Accounting Office report indicated there were weaknesses 
on both sides; isn’t that correct ? 

Mr. Munonen. I think that is a fair statement. It is certainly a 
difficult problem, and I suppose it is coupled with the amount of 
autonomy they want to give the Virgin Islands. 

Mr. Cuuporr. The thing that disturbs me about the Virgin Is- 
lands, and what I have studied about them, and these hearings that 
we have held, is that they just ¢o on in their lackadaiscal manner of 
ignoring all the recommendations of the Comptroller General and 
not trying to do anything. 

For example, this tax structure is very important. They would 
benefit greatly by having a good tax structure, because they get 
matching funds for the revenue they raise. They just haven’t done 
anything from 1952 to '1956, and it just keeps going on. I think 
somebody ought to do something about it, whether it is the Congress 
or their own legislature. I think there ought to be something in 
the law to compel them to at least operate their government in a 
sound way, because everybody knows that you can’t operate govern- 
ment without taxes, and they just go along and go along, and nobody 
has done anything about it. 

_ Mr. Brownson. Apparently this has been going on for genera- 
tions. 

Mr. Cuuporr. Yes. 

Mr. Brownson. I would just like to visit there once before this 
situation is corrected. 

Mr. Cuuporr. It probably went on under the Danes, too. I think 
we inherited some of it from Denmark. 

Mr. Horrman. Were you on the floor yesterday, Mr. Chairman? 

Mr. Cuuporr. No, sir. 

Mr. Horrman. I wish you would look at the Record and see if the 
government we are talking about here disregarded to any greater 
degree the recommendations of the Comptroller General than the 
Air Force did, the enactment of the laws we put through in 1947, 
requiring unification, and so on. 

In that one, just because you weren’t there yesterday, the bill pro- 
vided that where the Air Force had disregarded the instructions 
which came down from the Federal Government and paid certain 
women—it says “females,” in the bill—paid certain women sums 
to which they were not entitled, we should let them keep it. 

Mr. Cuuporr. I understand the bill because we took it up in the 
full Committee on Government Operations. 

Mr. Horrman. Yes, in our last meeting. Didn’t this committee, 
by its action in reporting that bill out, lend some degree of support 
to an illegal expenditure? 

Mr. Cuuporr. I think it was let out—I don’t want to waste time 
arguing that bill—but I think it was let out with relucance. I think 
certain questions were raised when we discussed it. 

Unfortunately you weren’t present at the committee meeting, but 
it came out of the committee with great reluctance. There were a 
lot of objections. Mr. Brownson raised a lot of objections. I think 
everybody raised some objections to the thing, but we thought in view 
of the situation we would like to straighten the whole matter out 
and start with a clean slate. 
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They even did that in the Virgin Islands when they appointed a new 
commissioner of finance. He said he wouldn’t take the job unless he 
could turn over a new page and start over again, because they had such 
a mess under prior commissioners s that he couldn't do a job unless they 
did that. 

That was probably the reason for it. I am not saying we were right 
in doing that, but I voted to report the bill out because I thought it 
would create an equitable situation. 

Mr. Horrman. You are quite correct that I wasn’t present all the 
time, but I told Mr. Dawson I would not object to the reporting out 
of the bill because I thought it got us into a situation where we had to, 
by our action, either condone an illegal use of Federal funds, and per- 
haps open the door to all those who hadn’t received the money, to make 
a like stand, and I wanted to shirk a part of the responsibility over to 
the House—put the decision up to the House, of which, of course, I 
am a Member. 

Mr. Suirn. Mr. Chairman, you mentioned that from 1952 on we 
haven’t done anything, and I believe Mr. Lanigan mentioned it. 

Now, would you straighten me out on this: We have a Governor 
down there. Is he subservient to the 11-member legislature? What 
can be done? Is it a congressional matter, or do you make suggestions 
to the Department of the Interior, and can they make the Governor 
make rules and promulgations, or does he have any authority to do it? 
Is he subservient to the 11-member senate? If we go on for 4 years 
there must be some answer somewhere. 

Mr. Cuuvorr. The revised organic act is a new law, and that pro- 
vides for a reorganization of all departments by the Governor. I 
think he has reorganized some of them and is in the process of re- 
organizing others. It is a big job, and you just can’t do it overnight. 

I think under the present revised organic act the Governor has a a 
right to reorganize any Department of the Virgin Islands government, 
but he must also come to the legislature for the purpose of having 
funds to operate those various departments, and that is where they 
have had a lot of difficulty. 

Mr. Suirn. If they don’t give him any authority, then he is dead. 

Mr. Cuuporr. He has the authority, but he doesn’t have the right 
to make them give him the funds—to appropriate the necessary funds 
to operate these departments. 

Mr. Smiru. How is the practical way to change it ? 

Mr. Cuuporr. It will probably have to be done by an amendment 
to the organic act, and that is one of the reasons why we are having 
hearings. 

Mr. Lanican. The Governor appoints the department heads, sub- 
ject to the approval of the legislature. All other employees are sub- 
ject to appointment by the Governor without approval by the legis- 
lature, and, in addition, the Governor has an immediate staff, which 
isn’t spelled out in the act too clearly, which is paid by the Department 
of the Interior. Otherwise, his employees are paid by the insular 
government. 

Mr. Smiru. I understand all that, but from reading these reports I 
get the impression that this same situation has existed since approxi- 
mately the time we took over the islands from Denmark. We all make 
suggestions. You make your audit every year, and s say, “Now we 
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ought to do these things,” but then how in the world do we do them, 
if we don’t have some type of control or something some place; it looks 
like we are just wasting a lot of time. 

Mr. Cuvuporr. Mr. Smith, I am hoping that these hearings, the first 
real large-scale hearings that we have had of the Virgin Islands 
government, will go a long way in solving some of their most urgent 
problems. I am also hoping we can get some legislation out of these 
hearings. We have been very conscientious about listening to testi- 
mony. We sat for many hours. Some people said we were down 
there to get the sun. I think Mr. Jonas will corroborate me in saying 
that we sat sometimes from 9 o’clock in the morning until 8 o’clock 
at night. We sat and listened very carefully, and tried to get to the 
problems. The purpose of the hearings in Washington is to get the 
opinion of the Government agencies on what we can do about these 
things. 

Mr. Horrman. I understood Mr. Smith to say to the witness that 
this condition has existed since the Government took over the islands. 

Mr. Smiru. I said that was my opinion. 

Mr. Horrman. I understood the witness to say that is right. Is 
that so? 

Mr. Munonen. I don’t know if I said it is right. I wouldn’t go 
back beyond 1952 and speak from knowledge. Beginning in 1952 
the General Accounting Office started these at-the-site audits and 
reports, and I think we can recite the facts as brought out in those 
reports. The condition existed at that time. 

Mr. Horrman. Do you know whether it did or did not exist before 
that time, a similar situation, or is there anyone with you who 
can tell, or anyone down there? I just want to determine whether that 
is accurate or whether it isn’t. 

Mr. Munonen. Our 1956 report shows that many things have 
existed, and we state that in our prepared statement. 

Mr. Horrman. You say, “for many years.” Is this something new? 

Mr. Munonen. It is definitely not new. 

Mr. Horrman. Will you verify that, if it is not too much trouble, 
so that we can have it in here? I assume you don’t know, personally. 

Mr. Moss. Would you suggest we contact the Danes and determine 
whether they had some of the same difficulties ? 

Mr. Horrman. Will] you get that information for us? 

On March 18, 1957, the Comptroller General of the United States wrote the 
subcommittee as follows: 

“Our first on-site audit of the government of the Virgin Islands was made 
shortly after the close of the fiscal year 1952, and included an examination of 
the books and records covering that fiscal year. During this examination our 
auditors observed a number of deficiencies which, in their opinion, based upon 
observations of the records and discussions with officials of the Territorial gov- 
ernment, had been in existence for many years. We did not attempt at that time 
to ascertain the exact time in years that each of the deficiencies had existed. 
Our work papers, therefore, do not contain this information. We regret that 
we are unable to supply that information; however, we suggest that a request 
may be made to the Secretary of the Interior as a possible source for that 
information.” 

(The original of this letter is in the files of the subcommittee. ) 


Mr. Muwonen. Yes, sir. 


Mr. Horrman. Determine whether they are illegal, unethical, or 
improper procedures, and how long they have existed. 
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Mr. Laniean. I think when you interrupted I had asked you to 
give us a rundown on the current financial administration and position 
of the government, and give us a little detail on what these deficiencies 
are that you have mentioned more or less generally. 

Mr. Munonen. We are off the bankruptey, , are we? 

Mr. Lanican. Yes. I believe I mentioned the bankruptcy in lead- 
ing up to this. Is the government bankrupt, and how much is it 
behind, and so on? 

Mr. Munonen. We would not use the terminology used by the 
government comptroller because, as stated in the report, we were 
unable to tell exactly where they stood. However, we have in the 
report, beginning on page 22, an indication of a number of deficiencies, 
and certain things we believe should be done to correct these 
deficiencies. 

For example, would you like to know the corrective actions we 
have proposed ¢ 

Mr. Laniean. Could you point them out and give us the corrective 
action in your own words ? 

Mr. Muvonen. Page 22 of our 1956 report points out that they 
do not now have a properly functioning accounting system. To get 
started from the beginning, we believe they should take an inventory, 
not only of cash and other significant assets, but also any liabilities 
they have, accounts payable, and loans payable. 

Mr. Moss. I have a question at this point: If we are so completely 
at sea in determining what the current fiscal condition of the island 
government is, who certifies to the Federal authorities that certain 
payments are due under this matching formula? 

Mr. Munonen. We have verified the certification, and it is in a 
lesser amount than is reported on the records. The revenues cer- 
tified by him are less, and we believe it is a conservative and proper 
certification. 

Mr. Cuvuporr. The Congressman wants to know who certifies them. 
Under the revised organic act the government comptroller certifies 
to the Interior Department the amount of matching funds to be 
given to the Virgin Islands. 

Mr. Moss. But have we ever checked to determine whether its 
certification is correct ? 

Mr. Munonen. The General Accounting Office has done that as 
a part of its audit, and has reviewed the activities, including the 
certification of the government comptroller. 

Mr. Moss. Is it correct? 

Mr. Munonen. The amounts here certified we found to be correct. 
We found a minor error which we brought to his attention. 

Mr. Moss. If you say correct, now, if they are actually correct, 
then some of the conditions that are stated here couldn’t exist. Do 
you mean that is within the limits that would appear to be a figure 
below what was actually collected, we will say ? 

Mr. Munonen. That is correct. 

Mr. Moss. But as far as being an accurate figure, you couldn’t say 
whether or not it was? 

Mr. Munonen. Well, the amount he certified as being proper for 
matching is an accurate figure. Possibly it should be higher. In 
making his certification, he had to go to the basic records of collec- 
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tion rather than to the accounting records which would normally y 
summarize those collections. do : 
Mr. Moss. You are not even certain that the records of collection | Haws 
are correct, are you ? ten 
Mr. Munonen. We have gone to basic records and checked them in: 
out. ; : : had 
Mr. Moss. Have I read in some instances the receipt forms used by omy 
the various agenices are not serially numbered, and it is difficult to \ 
tell whether the amounts collected were actually those collected ¢ pos 
Mr. Munonen. That is correct. the 
Mr. Moss. Then this whole field is speculative and you don’t know tien 


if any of these things are correct ? res) 
Mr. Munonen. I think there are a number of errors in this field, 18 « 
but the amount the government comptroller has certified as proper 
for matching, we have reviewed and believe it is correct. anc 
Mr. Moss. You have determined at least that much was collected ? cf 
Mr. Munonen. At least that much, and we believe it is probably t 


on the low side. That would be a further reason for them to correct by 
these things. the 
Mr. Cuuporr. Don’t you think the present government comp- ) 
troller has been trying to do that? I 
Mr. Munonen. He has made a very fine effort. tio! 
Mr. Moss. Has he experienced any more frustrations than his } 
predecessor ? sit 
Mr. Cuuporr. They want him to do a job, but they won’t pay him ? 
enough salary to do it, and they won’t give him the staff to do it with. CO} 
They want legal opinions from him and won’t give him a lawyer to 
help him with his legal opinions. But I would say to you, as far fin 
as our hearings to date show, the present government comptroller Ge 


has tried to correct some of these deficiencies in the ac counting sys- 


get an act saying “Let us throw everything over in the Caribbean 


tem. I don’t know whether he will ever be able to do it. We may . } 
and start as of January 1 or at the start of the new fiscal year with a } 
new set of books. I think they can’t even reconcile cash. I think Di 
there is $800,000 in cash that can’t be reconciled. for 
Mr. Lanican. Let me ask you | or 2 questions: First, we get to fol 
this “starting over” business. I think you report that in 1955 a new St. 
commissioner of finance came into office and started with bank bal- Is] 
ances as he found them at that time, because he couldn’t reconcile the ov 
old balances. But within a year the accounts were off again, even pa 
on those new balances; isn’t that correct ? . 
Mr. Mcnonen. That is right. de 
Mr. Lantean. Can you tell us what you found? ber 
Mr. Munonen. As we have recited in the report, the accounting | tic 
system provided was not followed. They were not properly record- | 
ing cash collections. This condition existed at the time the present an 
evens are of finance took office. We started from scratch, so vis 
to speak, and yet after a few months of following the system for in 
various reasons the staff of the present commissioner of finance also of 
found that it was following the same footsteps of his predecessor, and tir 
at the time of our visit in August 1956, we found that the cash and 
bank accounts had not been reconciled. do 


Mr. Laniaan. Do you make any attempt at reconciliation of those | 
accounts? 
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Mr. Munonen. We made some attempt. We didn’t attempt to 
do the job entirely because there are eight accounts and there are a 
terrific number of transactions. There were about 80,000 checks writ- 
ten during the fiscal year. However, at the time we left the islands 
in November 1956, we were advised that 6 of the 8 bank accounts 
had been reconciled, and they were close to completing reconciliation 
on the remaining 2 bank accounts. 

Mr. Cruporr. Isn’t it true that the revised organic act was sup- 
posed to take care of all these rather lackadaisical operations of 
the government, more particularly the accounting system? Isn’t it 
true that Congress in setting up the revised organic act put this 
responsibility on the Governor, and I want to read to you from section 
18 of the act, which is on page 9 of the act. It says: 

“The Governor shall establish and maintain systems of accounting 
and internal control designed to provide,” and then it gives A, B, 
C, and D in the act. 

As old as these things are, it is true Congress tried to correct them 
by passing the revised organic act and putting the responsibility on 
the Governor. 

Mr. Munonen. Yes, sir. 

Mr. Cuuporr. In spite of section 18 there hasn’t been any correc- 
tion, you say. 

Mr. Munonen. Basically that is right. It is still a very bad 
situation. 

Mr. Moss. I would like to have Mr. Perlman, if he can, get me a 
copy of the act. 

Mr. Lanigan. You said the accounting office or department of 
finance had not followed the system that had been set up. Has the 
General Accounting Office made any attempt to set up or help set 
up a proper accounting system for the Virgin Islands government! 

Mr. MuHONEN. Yes, we have. 

Mr. Laniaan. Tell us what the results were. 

Mr. Munonen. In April 1953, a member of the Accounting Systems 
Division of the General Accounting Office visited the Virgin Islands 
for 4 months, from April to August 1953, to design and install a system 
for the municipalities as they were called at that time, of St. Thomas, 
St. John, and St. Croix. The system used at that time by the Virgin 
Islands government was the same as when Interior took the islands 
over in 1931. A Department of the Interior representative aecom- 
panied the GAO systems accountant. 

In January 1954, this representative returned to the islands to 
determine how things were progressing—how the suggestions that had 
been made were carried out. Generally, they found the recommenda- 
tions and suggestions were not being carried out. 

In February 1955—that is a little over a year later—to March 1955, 
another member of the General Accounting Office Systems Division 
visited the islands for a period of 2 months with the purpose of design- 
ing and installing an accounting system based on the requirements 
of the revised organic act. A Department of the Interior representa- 
tive accompanied him. 

In October 1955, to December 1955. the GAO representative went 
down to train employees to properly carry out the requirements of 
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the new system. He found out that these two employees quit, so 
that meant you were back to scratch again. mia 
In the current audit, we arrived there in August and we have had it ¢ 
a number of discussions with the department of finance representa- } 
tives, and the government comptroller. We find that the present staff on 
of the department of finance—at the time we were down there in the = 
islands, from August to November—was not adequate. However, : 
shortly before we left the islands at the completion of our audit in 4 
November 1956, we noted that two employees had been hired by the un 
Department of the Interior, and they certainly could give immeas- the 
urable help to the department of finance in the field of accounting and ‘ 
budgeting. ace 
We have not visited the islands since then, and we do not know how for 
far along the department or the government is in its improvements in i" 
the system and in correcting the deficiencies which we have cited in om 
this report. oe 
Mr. Lanican. To what extent does the decentralized budget contro] fic 
contribute to the financial confusion ¢ 4 
Mr. Mutuonen. By decentralized budget control, exactly what do 
you mean, Mr. Lanigan ? = 
Mr. Laniean. I think you pointed out in your report that there is ~ 
no central general ledger, and there is no central budget office which ha 


checks to see whether more money is being spent than has been allo- 
cated to the various departments. 


Mr. Munonen. I would tie in the budgeting there with the account- oe 
ing, the allotment accounting, for appropriations made by the Virgin ; 
Islands Legislature. We have found that each department has its of 
own budgetary accounting system. Its own allotment ledgers. se 


It seems to me that that decentralization of accounting in a number 
of centers instead of at one central location is bound to take more 
people, and with the shortage of qualified people down there it would 


seem to me that the decentralization would aggravate a problem. = 
Mr. Lanican. Well, have you found that at times a department will 7” 
spend more money than has been allocated to it ? th: 
Mr. Munonen. We have cited in this report certain examples that 
were initially brought to our attention by the government comp- wh 
troller’s audit reports. Perhaps you have reference to a comment aa 


we have in the report on page 17, in the department of education. 

The government comptroller found—and we have reviewed these tr 
important findings and believe they are correct—the government = 
comptroller found that certain bills were not being sent forward for op 


payment because the department did not have funds available with 
which to make payment. = 

Mr. Lantean. Isn’t that partially due to the fact that an indebted- - 
ness can be incurred or material can be ordered without clearing : 
through some central budget office to see that the money is there? bas 
That is, the department purchasing agent can go out and buy some- | 
thing and get a bill for it without clearing through any central office ms 
where they keep control of the budget? = 

Mr. Munonen. That might be the reason that it occurred here. ™ 
However, the Department of the Interior itself has a very decentral- he 


ized operation in accounting and generally they have had no problem 
in controlling budgetary accounting, even though they are greatly 
decentralized. 
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I would say it is not the decentralized system as much as it is the 
manner which it was carried out, or the failures in properly carrying 
it out. 

Mr. Lanican. Would you say that until the Government got started 
on the right road that a rather strict central control would be de- 
sirable ? 

Mr. Mcunonen. I would pe rsonally think it would be; yes, sir. 

Mr. Lanican. Now, isn’t it a fact that at the present time it isn’t 
until a bill comes in that the central accounting system even knows 
that a purchase has been made ? 

Mr. Munonen. That is true. Yet under their system, the central 
accounting oflice would not be required to have knowledge of this be- 
fore that time. 

Mr. Lanican. But if there was some clearing house for vouchers, 
or for orders, then contro] could be maintained; is that correct ? 

Mr. Munonen. I believe in the Virgin Islands because of the de- 
ficiencies we have found it probably w vould be desirable to establish 
a central allotment ledger control; yes. 

Mr. Lanican. At the present time I think you said that the budget 
control is in the department of insular affairs, and the financing and 
accounting is the responsibility of the department of finance. You 
have a split between budget control and accounting control ? 

Mr. Munonen. ‘That is true. 

Mr. Woops. The budget officer under the present organizational 
setup is responsible to the commissioner of insular affairs. 

Mr. Lanican. Do you think that a greater efliciency and control 
could be obtained by centralizing accounting and budgeting in one 
office ¢ 

Mr. Munonen. In the Department of Finance? 

Mr. Lanican. Well, wherever it is centralized. 

Mr. Munonen. I believe it would be advisable. There are differ- 
ent ways of looking at it. I believe that the budget operations could 
well be in the Department of Finance. 

Mr. Lanican. I notice on page 24 of your report, despite the fact 
that the Government of the Virgin Islands is not supposed to incur 
obligations, you report that in fiscal year 1956, the Government in- 
curred obligations of $205,000 in excess of income. 

Can you explain that and tell us how that occurred ? 

Mr. Munonen. These figures are taken from the government comp- 
troller’s reports, and we believe they are probably the best available 
summaries of revenues and expenditures. The $205,000 is for the 
fiscal year only. Consideration is not made there as to the prior year 
balances that. were available and were used to defray the cost of that 
excess of expenditures over revenues. 

Mr. Lanican. Was that excess deferred from prior year’s 
or was it paid out of the subsequent year’s income ¢ 

Mr. Muuonen. I don’t know that you can answer that without some 
reservation because of the accounting records, but their subsequent 
year’s income—do you mean if they had any collections from what- 
ever source in the particular fund from which a 

Mr. Laniean. I mean you come to the end of the fiscal year and you 
have $205,000 worth of obligations outstanding. 

Mr. Muuwonen. Yes, sir. 


balances 
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Mr. Lanican. Then the bills come in and presumably they are paid. 
Are they not then paid out of the next year’s revenues? 

Mr. Munonen. They would be paid out of whatever revenues are 
available, at the time. 

Mr. Lanigan. Wouldn’t that make it rather difficult for the Gover- 
nor to figure out any budget with any degree of accuracy, if you 
have errors of that magnitude? 

Mr. Munonen. Yes. We have a comment we believe that dwells on 
that point on page 21 of our audit report. We state here that the 
total actual expenditures of the government by department for fiscal 
year 1956 have never been determined. Therefore, no comparison can 
be made of actual expenditures with budget allowances. 

Mr. Lanican. Now, I think Mr. Chudoff pointed out that section 18 
requires the Governor to establish and maintain a proper accounting 
system—that is section 18 of the organic act of 1954. Then I notice 
later on, the act provides that the Governor’s ee staff is paid 
by the Federal Government. Would it be possible for the Governor, 
say, to ask the Department of the Interior for an accounting specialist 
to put on his personal staff to watch this accounting picture very 
carefully and to have him paid out of Federal revenues and at a 
Federal salary until this system gets working properly ? 

Mr. Munuonen. It seems to me that if the position were included in 
the Department of the Interior’s budget request, and it were approved 
by the Congress, it would be so included. 

Mr. Cuuporr. That would be comparable to the budget secretary 
that each of the governors of the various 48 States have in taking care 
of their budgetary controls, to advise the executive, wouldn’t it? 

Mr. Munonen. I am not familiar with that, sir. 

Mr. Cuuporr. If the Department of the Interior requested that in 
their budget, you think it would be a proper expenditure under the 
law ? 

Mr. MuHonen. Well, it would be paid from Federal funds, and 
whatever the Congress wished to appropriate, it would seem to be 
proper. 

Mr. Lanican. The act doesn’t specify just what the immediate staff 
consists of ? 

Mr. Mcnonen. I haven’t seen any specifications. 

Mr. Brownson. Mr. Chairman, it looks like the Governor finds 
himself in conflict between two legislatures. He has to make up his 
mind whether he is going to get this money from the fiscal committees 
of the Virgin Islands Legislature, or the United States Congress. 

Mr. Munonen. It isa peculiar relationship. 

Mr. Cuuporr. There are a lot of problems in this. As a matter of 
fact, when reading the report, we can see the Governor is in a hassle 
with the legislature almost continuously on fiscal problems, and there 
is not very much cooperation between them. 

Mr. Lanican. From your experience in the years that you have been 
going down there, what would you say are the primary reasons for 
this breakdown, this repeated breakdown in accounting, and just what 
measures could and should be taken by various agencies, including the 
Congress, to remedy this situation? I think it is admittedly one that 
is serious, and a continuing one. 
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Mr. Mvunonen. I think the breakdowns, it is fair to say, are caused 
by the lack of a proper number of qualified employees staying on the 
job and carrying out their assigned responsibilities. 

Mr. Lantean. The highest school in the islands is a high school; 
isn’t that correct ? 

Mr. Woops. Yes, I believe that is true. 

Mr. Laniean. So they have to get employees who are trained else- 
where—that is, outside the islands? 

Mr. MuHonen. Yes. 

Mr. Laniegan. Can that be done on the salary scales that are now 
offered ? 

Mr. Munonen. It is probably a matter of opinion as to whether the 

salary scales are adequate or not. For many of the positions it would 
seem to us that, other than the top positions in the accounting depart- 
ment, or in the comptroller’s shop, they would seem to be adequate. 

Mr. Cuuporr. Now, isn’t is true that since they have no facilities for 
training accountants in the Virgin Islands, the only way they can 
attract “people i is 3 to get them from the States to come down there? 

Mr. Mcnonen. For the top positions, yes. 

Mr. Cuuporr. Even for the lower positions. Do you think there 
should be a differential allowed, just as we allow differentials for 
people who go to Alaska and for people going outside the continental 
United States, in order to attract more competent people / 

Mr. Mcuonen. I think it would be very desirable because there 
are a number of additional expenses when you go down there. It is 
very difficult to find permanent housing if you are from the continent, 
so to spe ak. 

Mr. Cuvuporr. Not only that, if you find housing, you find it is very 
expensive. 

Mr. MuHonen. Very expensive if you can find it. 

Mr. CHu om, “ane of course, food is very high down there, too. 

Mr. Munonen. Living in a hotel, we found the prices were very 
high and at lunch, the prices were considerably higher than you would 
pay in Washington; yes, sir. 

Mr. Cuvporr. So there would be justification for a percentage dif- 
ferential in wages for people in every echelon coming from the United 
States to work in the accounting field in the Virgin Islands govern- 
ment ¢ 

Mr. MvunHonen. If they are from the United States I believe there 
is a definite higher cost of living at the Virgin Islands. 

Mr. CuuporFr. If they have no way of training these people locally 
they have to get them from the United States; isn’t that true? 

Mr. MvuHoneN. They have tried to train some of the subprofes- 
sional, I might call it, or clerical employees, in the department of 
finance, and in the comptroller’s shop, but your top people, the people 
that you would expect to be audit supervisors or branch chiefs un- 
doubtedly would have to be from the United States. 

Mr. Cuuporr. And you feel that the amount of money that passes 
through the hands of the finance department of the Virgin Islxnds 
government is such as to warrant an additional expenditure in trying 
to bring these people through ¢ 

Mr. Munonen. Yes, sir. 

Mr. LanieGan. There was one other matter on the Virgin Islands 
government. Mr. Chudoff has written a letter to the comptroller gen- 
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eral asking his views on just what could be done to improve the posi- 


: ; Pp 
tion of the government comptroller. I think our experience shows g 
that perhaps due to the nature of the position and the way it is tl 
financed, the comptroller general—pardon me, the government comp- o. 
troller—was in a hassle with the legislature and he had trouble over ke 
money, and apparently there was a continuous wrangle about his w 
activities. a 

Could you tell us this orally, what the comptroller believes ought i 
to be done about the government comptroller ¢ ; 

Mr. Munonen. The views of the comptroller general are set out p 
in the letter dated February 25, 1957, to Congressman Chudoff. I e 
wonder if we could read this, or make it a part of the record ? . 

Mr. Laniean. I think it might be well to read it since the copies : 
were just made available this morning. I am sure that the members n 
haven’t had a chance to read it yet. al 

Mr. MuHONEN (reading) : . 


Your letter dated February 6, 1957, acknowledged February 7, points out 
certain problems and difficulties which have arisen as the result of a study made 
by your subcommittee concerning the office and activities of the government 
comptroller of the Virgin Islands, as established by the Revised Organic Act of 
the Virgin Islands (68 Stat. 497, 48 U. S. C. 1541 et seq.), and you request our a 
views concerning them. 

These problems allegedly arise from certain specified inconsistencies contained 
in the revised organic act regarding the relationship between the government 
comptroller, the Territorial legislature, and the Secretary of the Interior. You 8 
suggest that since the government comptroller audits and reports on the use of 
funds made available to the Virgin Islands by the Federal Government, it might 
be more proper and less contentious to place that office under the supervision of 
the Comptroller General of the United States and perhaps remove it from the { 
financial control of the Territorial legislature. 

We recognize that a number of problems exist concerning this office which 
should be corrected. Of these problems the removal of the office from the finan- 
cial control of the Territorial legislature is probably one of the most important. 
We do not believe, however, that the proper solution of the problems raised in 
your letter can be accomplished by assigning the responsibility of supervising 
that office to the General Accounting Office. 

The government comptrolier’s duties and responsibilities as set out under the 
revised Organic Act of the Virgin Islands do not arise with respect to the Federal 
funds made available under the matching provisions in section 28 (b) of that act 
until such funds have been paid into the local treasury and have lost their iden- 
tity as Federal funds. Consequently, all accounting and auditing duties regard- 
ing such funds are accomplished by the government comptroller at the local or 
insular level. The direction and management of the duties and responsibilities 
of the government comptroller in such local matters primarily is executive in ( 
nature; hence, any effort to place the supervision of the office of the government : 
comptroller in the General Accounting Office, which is part of the legislative 
branch, would place our office in the position of performing duties normally 
assigned to the executive branch of the Government. ( 

Therefore, our opinion is that the supervision of the government comptroller 
should not be placed in the General Accounting Office. We believe that the func- 
tion of and responsibilities for the office of the government comptroller, as now ! 
set out in the Revised Organic Act, are basically sound. The duties imposed on 
that office by the act should be carried out within the scope of the present re- 
sponsibility of the Department of the Interior under the act. Also, the problems 
and difficulties of that office at present can and should be cured within the 


tt tan on a 


ae 


scope of this responsibility. 
We believe, however, that the effectiveness of the office of the government 
comptroller, as it has been established by the Revised Organic Act, could be 


improved materially. Our suggestions for accomplishing this are as follows: 
1. Remove the office of the government comptroller from the financial contro! ] 

of the Territorial legislature by authorizing the Secretary of the Interior to re- 

serve, as current operating funds for this office, a part of the Federal matching 

fund grant sufficient to assure the effective fulfillment of the responsibilities im- 
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posed on the government comptroller by the Revised Organic Act. This sug- 
gestion was included for consideration by the Congress in our audit report on 


the government of the Virgin Islands for the fiscal year 1956, dated January 
31, 1957 (B-—114808). 

2. The present duties of the government comptroller could be expanded through 
legislation or regulation to require that he furnish the Territorial legislature 
with such reports as it may request, including copies of his audit reports and 
annual reports to the Governor. 


3. Certain parts of title 31 of the United States Code should be incorporated 
into the Virgin Islands Code to provide the government comptroller with an 
effective tool and point of reference in enforcing proper fiscal and administrative 
procedures in the application of public funds by local government officials. For 
example, title 31 United States Code, section 665 which covers penalties for 
obligations or expenditures in excess of available funds might well be made 
applicable to the Virgin Islands. 

4. The present right of appeal to the Governor from decisions of the govern- 
ment comptroller destroys the independence and finality of the comptroller’s 
actions in his audit functions. We suggest that the right of appeal be limited 
to the legislature or the courts. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller of the United States. 

Mr. Cuvuporr. I will now recess the hearings until 2 o’clock and 
at that time we will continue with the questioning of the General 
Accounting Office. 

(Whereupon, at 12:20 p. m., a recess was taken until 2 p. m. of the 
same day.) 

AFTERNOON SESSION 


Mr. Cuuporr. The subcommittee will be in order. We will con- 
tinue with the General Accounting Office. 

I believe that just before we recessed for lunch, the General Ac- 
counting Office representatives read into the record the letter of Feb- 
ruary 25, 1957 from the Comptroller General of the United States 
giving his comments on the conduct of the office of the government 
comptroller of the Virgin Islands. 

Will you proceed, Mr. Lanigan? 

Mr. Laniean. Mr. Pincus has handled the testimony of the gov- 
ernment comptroller and matters relating to that office during our 
hearing. Perhaps he has some questions regarding this letter of 
February 25. 

Mr. Prycvus. Could you tell me whether the General Accounting 
Office was asked for its advice on the Organic Act that was enacted 
in 1954? 

Mr. Munonen. Yes, it was. I believe Mr. 
Counsel’s Office should answer that. 

Mr. Pincus. Did you furnish any specific comments on the sections 
relating to the government comptroller and the accounting provisions 
at that time / 

Mr. Bour. Yes, we did, sir. 

Mr. Prxcvus. What were your comments at that time; do you have 
those available ? 


sour of our General 


Mr. Bour. We made several recommendations. ‘There were two 
bills, of course, the House and the Senate bills. The specifie provi- 
sions dealing with the government comptroller, the sections that we 
had recommended certain language in were not adopted. The Senate 
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bill prevailed in conference and the sections that were enacted into 
law are those that you see now in Public Law 517. 

Mr. Prxcus. What was the variance between your recommendations 
and that which was finally written into law? 

Mr. Bour. The House bill had a provision which would have 
permitted the General Accounting Office to review the fiscal opera- 
tions of the government of the Virgin Islands. The Senate version 
of the bill contains provisions that are now enacted into law which 
authorize us merely to review the activities of the government comp- 
troller. 

Mr. Pincus. You were in favor of the provision at that time to 
allow you to review the actual operations? 

Mr. Bour. We were in favor of that generally, yes, sir. 

Mr. Pincus. In other words, at that time you were in favor of 
performing some of the functions that are now vested in the govern- 
ment comptroller of the Virgin Islands? 

Mr. Bour. The House version of the bill also had provisions with 
respect to the government comptroller. The government comptroller 
was still in that bill, too, but we had general review authority over 
the overall picture down there. 

Mr. Pincus. Did you give any reasons at that time why you thought 
it was desirable for you to have these review functions? 

Mr. Bour. None except that that is our ordinary function insofar 
as Government matters are concerned and we thought it would be 
desirable particularly since there was that provision in the House bill. 

Mr. Pincus. In other words, at that time, the General Accounting 
Office had a position which at least is not fully consistent with that 
which is now set out in the letter of February 25 which was read into 
the record this morning ? 

Mr. Bour. The letter of February 25 asked us whether we would 
consider supervising the activities of the government comptroller. 
That we consider as an Executive function and not a part of our 
ordinary operations. 

Mr. Cuuporr. I want to correct that. I wrote that letter and my 
recollection is that while we were down there having hearings, a ques- 
tion came up. There were various members of the chamber of com- 
merce and certain suggestions were made. One of the questions I 
propounded in the hearings—and it is in the record of our last year’s 
hearings—was that I felt in view of the fact that the Interior De- 
partment—that is the Secretary of the Interior—appointed the Virgin 
Islands Comptroller, it was in my opinion the same as having a person 
audit himself. That is, the Interior Department auditing the In- 
terior Department, and that I felt maybe it would be better from an 
accounting principle and from an auditing theory to have the Comp- 
troller General of the United States take over the duties of the gov- 
ernment comptroller. 

I wrote to the Comptroller General and asked him what his 
thoughts were and I got the letter I read into the record. I think 
maybe in order to clarify the situation, without objection we will offer 
my letter of February 6 addressed to the Comptroller General request- 
ing his thoughts in the matter into the record at this point. 

(The letter referred to follows:) 


Ss 
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FEBRUARY 6, 1957. 
Hon, JoserpH CAMPBELL, 


Comptroller of the United States, 
Washington, D. C. 


Dear Mr. CAMPBELL: The Public Works and Resources Subcommittee has 
been studying the office and activities of the government comptroller of the 
Virgin Islands as established by Public Law 517, 83d Congress. Pursuant to 
this act, you have made an annual review of the office and activities and are 
aware, I am sure, of some of the difficulties and problems which have arisen. 

It occurs to me that the act creating the office contained certain provisions 
which necessarily caused difficulties and which are subject to question. For 
exaiple, the government comptroller is appointed by the Secretary of the Interior 
for a 10-year term, but his salary must be paid by the Virgin Islands government, 
and the expenses of his office are subject to appropriation by the territorial legis- 
lature. The act sets a maximum salary but does not clearly state who shall set the 
salary within the statutory limit. This has caused a conflict between the legis- 
lature and the Secretary. 

Further, although the legislature must provide for the government comptroller’s 
salary and for his office, he is under no statutory duty to make any report of 
any kind to the legislature, to respond to any of its requests, nor even to send 
it a copy of his reports. An additional weakness is the fact that the government 
comptroller is appointed by the Secretary of the Interior and seems to be primarily 
responsible to that Secretary, while at the same time his responsibilities include 
the auditing of numerous functions and activities for which the Department of 
the Interior is responsible. 

The government comptroller to a large extent audits and reports on the use of 
funds made available to the Virgin Islands by the Federal Government. It 
seems to me that it might be more proper and less contentious to place that office 
under the supervision of the Comptroller General of the United States and 
perhaps at the same time remove it from the financial control of the territorial 
legislature. 

I would appreciate your sending me your views in this matter. As the sub- 
committee is currently studying the office of the government comptroller, we 
would like to hear from you as soon as possible. 

Sincerely yours, 
EARL CHUDOFF, 
Chairman, Public Workers and Resources Subcommititce 


Mr. Bour. Are there any questions you have on that ? 

Mr. Cuuporr. We wanted to know whether the Comptroller Gen- 
eral wanted to supervise the actions of the government comptrollez 
of the Virgin Islands. Didn’t you just say that? 

Mr. Bowr. Yes. 

Mr. Cuuporr. That isn’t what my letter asks for. My letter asks 
if you want to take over the functions completely of the comptroller 
of the Virgin Islands. 

Mr. Pincus. That would include, in part, review of actual expendi- 
tures, and so forth. 


Mr. Cuuporr. Do you want me to read the letter ? 
Mr. Bour. It says— 


It seems to me it would be better to place that under the supervision of the 
Comptroller General of the United States and at the same time remove it from 
the control of the Territorial legislature. 

That is what your letter says, doesn’t it ? 

Mr. Cuuporr. That isn’t what I meant to say. 

Mr. Pincus. That might be the final summary statement of what 
Mr. Chudoff had stated before in the letter, but isn’t the entire text 
of his letter concerned with the taking over of the functions of the 
government comptroller by the General Accounting Office? 

Mr. Bour. We didn’t so construe it. It may have been, but we did 
not so construe it. 
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Mr. Cuuporr. So that the other members of the committee can be ge 
aware of what this is all about, I would like to read this letter—it 10 


is very short. It is addressed to the Comptroller General of the 
United States and says: 


The Public Works and Resources Subcommittee has been studying the offices ut 
and activities of the government comptroller of the Virgin Islands as estab- 
lished by Public Law 517 of the 83d Congress. Pursuant to this act, you have Sp 


made an annual review of the office and activities and are aware, I am sure, 
of some of the difficulties and problems which have arisen. 


It oceurs to me that the act creating the office contains certain provisions tr 
that necessarily causes difficulties which are subject to question. For example, 
the government comptroller is appointed by the Secretary of the Interior for ye 
a 10-year term, but his salary must be paid by the Virgin Islands government, hi 


and the expenses of his office are subject to appropriation by the territorial 
legislature. The act sets a maximum salary but does not clearly state who 


shall set the salary within the statutory limit. This has caused a conflict I 
between the legislature and the Secretary. ce 
Further, although the legislature must provide for the government comp- t} 


troller’s salary and for his office, he is under no statutory duty to make any 
report of any kind to the legislature, to respond to any of its requests, or even | 
send in a copy of his reports. An additional weakness is the fact that the at 
government comptroller is appointed by the Secretary of the Interior and 
seems to be primarily responsible to that Secretary; while at the same time 
his responsibilities include the auditing of the numerous functions and activ- 


ities of which the Department of Interior is responsible. ™ 

The government comptroller to a large extent audits and reports on the use 4 
of funds made available to the Virgin Islands by the Federal Government. It h 
seems to me it might be more proper and less contentious to place that office 7 


under the supervision of the Comptroller General of the United States and 
perhaps at the same time remove it from the financial control of the territorial r 
legislature. I would appreciate your sending me your views in this matter. 


As the subcommittee is currently studying the office of the government comp- { 

troller, we would like to hear from you as soon as possible. ¢ 
Evidently you made a different interpretation of that sentence that 

I read about the supervision. What 1 meant by the supervision, I 


meant that the actual work of the government comptroller should 
be done by the General Accounting Office rather than by an individual 
known as the government comptroller. ; 
Mr. Bour. Are you suggesting, sir, that the government comptrol- 
ler’s position be eliminated from the law and we take over that | 
function ? 
Mr. Cuuporr. That is right. | 
Mr. Bour. We did not so construe it. ' 
Mr. Cuouporr. I can see you didn’t and [ can see where you prob- 
ably misconstrued this question. I think if you will read the records 
of the hearing, you will find I even suggested that in my questions | 
to the witnesses and some of them said they thought that might 
be the answer because it was my contention that the Interior Depart- 
ment was auditing the Interior Department which is not a good 
sound accounting procedure. 
Mr. Bour. If you want an answer on that, I think I can speak 
for the office and say, “No; we still would not want to take over that 
responsibilty.” 
Mr. Cuvporr. For the same reasons set forth in your letter? 
Mr. Bour. That is right. 
Mr. Prncus. May I ask what you mean in your letter of February 
25 when you state that—I am paraphrasing—‘to do what is sug- 
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gested would place our office in the position of performing duties 
normally assigned to the executive branch of the Government. 

Now, which of the duties performed by the comptroller of the Vir- 
cin Islands, or at least set forth for him to be performed in the stat- 
ute, would you consider as executive duties ? 

Mr. Bovr. Now you see we have lost the sense again. We were 
speaking of the supervision duties, again. 

Mr. Prxcus. Do you mean just to supervise the government comp- 
troller? 

Mr. Bour. That is our construction of the letter and we thought 
you were speaking about supervising. In other words supervising 
his activties which would mean an executive function. 

Mr. Brownson. Mr. Chairman, in order to keep the record clear, 
I think when we use the term “government” in this discussion, as 
counsel just did, we are going to have to specify the government of 
the Virgin Islands or Government of the United States. While, by 
tone of voice, it becomes rather obvious here, in the written record I 
am afraid we are going to lose that context. 

Mr. Cuuporr. That is a good suggestion, Mr. Brownson. 

Mr. Prvcvs. In other words you were merely speaking to the tech- 
nical description as executive of one person supervising another, so 
in your own office, for example, if one accountant supervises another 
he is an executive to that extent, but he is still doing accounting work. 
You didn’t speak to the substantive part of the query. 

Mr. Bour. We were speaking of the same position that the Depart- 
ment of the Interior now has with respect to the government comp- 
troller of the Virgin Islands. He has general supervision under the 
government comptroller, under the organic act. 

Mr. Pincus. And to that extent can direct and control the activities 
of that office. 

Mr. Bour. Yes. 

Mr. Pincus. Which are what, legislative or executive in nature, ac- 
cording to your interpretation ? 

Mr. Bovr. That would be strictly according to my interpretation. 
I believe when the organic act was set up, the government comptroller 
was intended to be placed somewhat in the same position with respect 
to the local government, as the Comptroller General of the United 
States has with respect to the Federal Government. 

However, due to the circumstances, it wasn’t possible to put him in 
that same position with those same powers, so that necessarily, he 
had to have some executive direction from the Department of the In- 
terior in the fulfillment of his duties. 

Mr. Pincus. Now, getting back to my question, then, what would 
be the nature, in your opinion, of the functions set out for the govern- 
ment comptroller of the Virgin Islands, would they be legislative or 
executive, if they are an: alogous to the functions that you are perform- 
ing for the Government of the United States? 

Mr. Bour. Well, of course the Comptroller General serves the Con- 
gress of the United States, by law, and our functions we consider— 
it is a very difficult question to answer. I don’t know whether there 
is any exact answer to that question. We perform legislative and ex- 
ecutive functions. I believe the audit function is primarily an execu- 
tive function. 
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Mr. Pincus. The auditing and settlement of accounts I speak of. 

Mr. Bour. It would be primarily an executive function. 

Mr. Pincus. What would be your legislative functions then ‘ 

Mr. Boor. The legislative function would mean that we are part 
of the legislative branch. 

There is no legislative function. 

Mr. Pincus. Getting away from the description of legislative and 
executive—perhaps we are not getting anywhere with that—do you 
believe that the Comptroller General, in performing these functions 
for the Government of the United States, is properly in the legislative 
branch ? 

Mr. Bour. Yes. 

Mr. Prncus. And you state that the government comptroller of the 
Virgin Islands is doing exactly the same thing, so that by analogy, if it 
were possible, he should be in the legislative branch. 

Mr. Bowr. He should be, yes, sir. 

Mr. Prxcus. You will agree with that. 

Mr. Boor. Yes, sir, I agree. 

Mr. Pincus. So that, reverting again to what Mr. Chudoff sug- 
gested a few minutes ago, it 1s somewhat inappropriate for an 
executive official such as the Secretary of the Interior to be in effect 
supervising his own activities or auditing and settling his activities, 
or activities under his direction and control through the Governor of 
the Virgin Islands. 

Mr. Boor. I agree with that in principle, yes, sir. 

Mr. Brownson. Mr. Chairman, may I ask one question? 

Mr. Cuuporr. Yes, sir. 

Mr. Brownson. Can you tell us what the comptroller of the Virgin 
Islands does right now / 

Mr. Bovr. I believe Mr. Muhonen or Mr. Woods could best answer 
that. 

Mr. Brownson. Does he actually pay the bills to a certain extent? 

Mr. Woops. No. His responsibility is principally auditing and 
settling the accounts of the local government. Also he is responsible 
for certifying to the net revenues collected, which forms a basis for 
these matching fund grants, and he is responsible for issuing decisions 
as are called for by any officials of the local government. 

Mr. Brownson. Is there anything in this description that is in- 
consistent with the functions of the Comptroller General of the United 
States performing for our Government ? 

Mr. Woops. In addition to that, he must make such reports as the 
Governor down there requests him to make, and he also is under the 
general supervision of the Secretary of the Interior. 

Mr. Pincus. The inquiry is whether there is anything different in 
the nature of the things he does as compared with what the Comp- 
troller General of the United States does. It is not what the statute 
says, but in section 17, where it lavs out his functions. 

Mr. Woops. The Comptroller General does not have corresponding 
reporting responsibilities. 

Mr. Pincus. I am talking about section 17 (a) (b), (ce), and (d), 
which lays out the substantive functions: that he (the government 
comptroller) shall audit and settle accounts, that he shall bring to 
the attention of the administrative officer failures to collect amounts 
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due or expenditures which are extravagant, excessive, unnecessary, or 
irregular, that he shall certify certain things, that he shall render 
certain reports with regard to the expenditure of funds. 

Mr. Brownson’s question was, as i understand it, “Does not the 
Comptroller General of the United States do exactly those things for 
the Government of the United States?” 

Mr. Woops. Yes; that is right. But the government comptroller’s 
responsibilities go further than just these audit responsibilities that 
have been placed with him. In addition to these audit and decision 
responsibilities 

Mr. Pincus. We realize that but the Congress could change the 
statute and make the Comptroller General report to the President 
if he wanted to. We are looking at the substantive nature of the 
functions performed, not where the statute requires him to report. 
That is one of the problems the committee is examining at the present 
time. 

Mr. Munonen. There is one difference in section 17 (E) whereby 
decisions of the government comptroller of the Virgin Islands can 
be appealed by the party aggrieved, or the head of the Department 
concerned, by appeal to the Governor. 

Mr. Prxcus. Which again puts him under executive control, which 
is exactly the kind of thing that the committee is looking into, and 
incidentally, anticipating one of the questions we have in mind, 
in vour own letter you recommend that that be changed in the statute 
and that those appeals be taken to the legislature, or the courts. So 
in your own opinion you don’t think it is proper for that type of 
decision to be appealed back to the executive who is the one being 
audited ; is that correct? 

Mr. Munouen. That is correct. This letter sets out our views and 
if the Congress so wishes for General Accounting office to take over 
this government comptroller’s responsibility, we would be happy to 
do So. 

Mr. Cuvuporr. You will do anything we put into the law to make 
you do, but what we are trying to find out from you, in your expert 
opinion, is whether or not you feel it would be better for you to do it, 
to leave it the way it is, or to change the act concerning the government 
comptroller of the Virgin Islands, to do away with some of the abuses 
that have grown up under the present revised Organic Act. 

Mr. Munonen. We think the crux of it is building up the admin- 
istrative end of it, in addition to the Comptroller’s end. The admin- 
istrative branch down there. The executive branch of the Virgin 
Islands government, where these deficiencies originate. 

Mr. Cuuporr. I would like to state for the record at this time, we 
have no ax to grind with anybody. We are not sitting here as prose- 
cuting attorneys. 

What we are trying to do is study the problems that are in the 
Virgin Islands, and the problems of the Virgin Islands Corporation, 
and get from you, as experts, what you think the law should be or 
how we can correct the defects as they now exist. That is all we are 
asking you for. 

Mr. Browson. There is one basic difference, it seems to me. The 
comptroller general, down there, is examining moneys which are 
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expended at the behest of the legislature, but moneys which are raised 
in two different ways. 

Some of the money is raised as a result of legislation of the legis- 
lature, and some of the money is raised as an outright grant of the 
United States. 

In one sense of the word, he is looking into the matter from the 
standpoint of the executive department of the United States through 
the Department of the Interior, as far as the moneys that are coming 
from the United States. He also has his function of examining the 
expenditure of the moneys which are raised by taxes from the legis- 
lature. This introduces one great difference between his function 
in the Virgin Islands and the function of the Comptroller General 
of the United States here, where all revenues are tax revenues, raised 
by the Congress. 

Mr. Cuuporr. Don’t you think, if you took over the functions of the 
government comptroller of the Virgin Islands, you wouldn’t have a 
problem of (1) training people to do this type of work, or (2) hiring 
people to go to the Virgin Islands, and (3) paying them a differential 
pay to go down there? That could be conducted by your Depart- 
ment, and you could send men down there to do the job. That would 
probably take away one of the problems which they have of getting 
competent accountants to do the work. Isn’t that true? 

Mr. Munonen. We have our staffing problems also, but chances 
are we could probably staff it more readily. 

Mr. Cuuporr. And if you should decide to take the job, or we should 
give it to you, you wouldn’t be hamstrung by the local legislature on 
giving you an appropriation. It would come out of the Treasury of 
the United States, under the appropriation of the General Accounting 
Office. . 

Mr. Munonen. We have suggested a cure for that phase. 

Mr. Cuuporr. I know. 

Mr. Prncus. Don’t you have resident teams of auditors now in the 
various departments and agencies in Washington and through the 
United States? 

Mr. Munonen. Yes; we do. 

Mr. Pincus. Wasn’t one of the reasons you adopted that method of 
operation the salutary effect it has on improving the accounting func- 
tions in the executive agencies when you are working with them 
through the year? 

Mr. Munonen. Yes. 

Mr. Prvcus. Don’t you think you would have a similarly salutary 
effect on the government of the Virgin Islands, if you were able to 
devote some continuing attention to their problems? 

Mr. Muwonen. I think any audit group, properly staffed, would 
have a salutary effect on the situation. 

Mr. Pincus. Wouldn’t that help to clarify and improve the execu- 
tive part of this accounting function which is vested in the Governor 
under section 18? In other words, if you were down there all the time 
working with these people, don’t you think you could help the Gover- 
nor and his staff, and insure more adequately that the Governor is 
carrying out his functions under section 18. 

Mr. Munonen. We would probably be pe neng the problems up 
more quickly than an inadequate staff would do. 
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Mr. Brownson. Of course, that raises another fundamental prob- 
lem. I think the situation is that the General Acounting Office doesn’t 
now have enough personnel to audit some of these tremendous aid 
programs in the Near East and Far East and in Europe. Whether 
they could divert Sele to take care of this $6 million program 
when they have to neglect programs running into the hundreds of mil- 
lions of dollars, that is something we would have to consider in our 
report. 

Mr. Munonen. That was one of the considerations in our reply, sir. 

Mr. Bour. Our request with respect to the legislation on this bill 
when it was enacted into law was dealing with review authority. not 
with the auditing and the settling of the accounts. That is the basic 
function now being performed by governme nt comptroller. We were 
merely trying to get into the picture in a review capacity. 

Mr. Prxcus. Could you oa a copy of your comments in full into 
the record? Mr. Chairman, do you think that would be useful? 

Mr. Cuvporr. Do you have a copy of your comments with you? 

Mr. Bour. I do not have them with me, but I can get them for you. 

(Documents containing comments referred to by Mr. Bour have 
been received by the subcommittee and are in its files.) 

Mr. Pincus. Did you go into the auditing and the settlement by 
the government comptroller ? 

Mr. Bovur. A review of the fiscal operations in the Virgin Islands. 
A general, overall review. That was the language used in the House 
bill. 

Mr. Pincus. You don’t do that now ? 

Mr. Bour. We do that, but there is some question as to whether 
or not we have the responsibility under this present bill. 

Mr. Prxcus. In other words, all this testimony presented here this 
morning, you were just backing into getting that information. You 
don’t know whether you were authorized to find out whether things 
were in a mess down there. 

Mr. Bovur. We were asked to come down there in 1952, sir, to make 
a site audit, and this new revised organic act was not a part of the 
law and we didn’t have this provision with respect to the government 
comptroller. 

Mr. Pincus. Well, there was testimony here this morning all along 
the line about how taxes were being assessed or not assessed and how 
they were being collected or not collected. Aren’t those matters in- 
volving the operation of the Territorial government as distinguished 
from the government comptroller? 

Mr. Bour. We have that general authority under our general in- 
vestigating authority under the Budget and Accounting Act. our 
basic act. 

Mr. Pincus. What authority were you asking for in addition to 
that when you were commenting on the House bill when the organic 
act was being considered ? 

Mr. Bour. We were asking for a provision in that bill which would 
have given us review authority over the operations of the local govern- 
ment in the Virgin Islands. 

That is to be contrasted with the audit and settlement of accounts 
being performed by the government comptroller. 
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Mr. Cuuporr. While we were down in the Virgin Islands one of 
the complaints that the present comptroller of the Virgin Islands had 
was the fact that he had asked the Virgin Islands Legislature to 
allow him to have counsel and it appears that among his duties he 
has to render certain decisions which can be appealed to the Governor 
under the revised organic act. 

The legislature did give him a little bit of money and he did hire 
counsel, and after the counsel was there a short time they refused to 
renew the appropriation, and there wasn’t any money to pay him so he 
left and went back to the States. 

Now, he seemed to be quite perturbed over the fact that he didn’t 
have legal help to prepare him in making these decisions as required 
in the course of his duties. 

Mr. Bour. My personal opinion is that he certainly should. 

Mr. Munonen. In our report, we do repeat a prior recommendation 
that we had in that regard. We point out that because of the volume 
of matters requiring legal interpretation—I mean before the govern- 
ment comptroller—we repeat our recommendation that a staff attorney 
be employed by the comptroller. 

We realize that compliance with this recommendation will be possible 
only if there is reasonable assurance that adequate fund allowances 
are made available for salary expenses. 

Mr. Cuvporr. Would you agree as a part of your recommendations 
that a certain amount of the matching funds should be withheld to 
pay the government comptroller’s salary ? 

Mr. Mvnonen. Our recommendation was that the total function of 
the government comptroller might well be paid by reservation of the 
matching funds. 

We think employment of a counsel would be a part of the proper 
expenses of the government comptroller’s office. 

Mr. Brownson. May I ask if any of you gentlemen know offhand 
how many government employees of the Virgin Islands government 
are there on the islands? 

Mr. Cuvporr. That figure is in the record. 

Mr. Brownson. I read it in the record, and I can’t remember it 
right now. 

“Mr. Mcnonen. The figure we had, sir, was about 1,900. 

Mr. Brownson. The only thing that bothers me about adding all 
these functions is, how large an administrative overhead can we set up 
to govern essentially 25,000 people? 

Mr. Munonen. At June 30, 1956, 1.947 of which 730 were in the 
public works department, 416 in the health department, and 334 in the 
education department, and the rest spread out over the remaining 
organization. 

Mr. Pincus. Can you tell us how many man-days you spend in 
the Virgin Islands performing your functions under the organic act 
and preparing these audits? 

Mr. Munonen. Last year we had 3 men for 3 months, which would 
be 9 man-months, plus other supervisory visits. It was about a man- 
year. Perhaps a little less. I don’t believe one man during the year 
could have been able to carry out all those functions in that time. 

Mr. Cuuporr. Do you have any questions ? 

Mr. Lanican. I have none on the government controls. 
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Mr. Cuuporr. Before we get into the Virgin Islands Corporation, I 
want to give the committee members an opportunity to ask questions. 

Mr. Lanican. I have just one other question. Do you believe that 
there is authority under the organic act in the Virgin Islands govern- 
ment to provide for these tax refunds of 75 percent, and 50 percent, 
which you described to us earlier in your testimony 4 

Mr. Muuonen. I would like to refer that to Mr. Bour. 

Mr. Bour. As I see it, the revised organic act vested complete legis- 
lative authority in the Territorial legislature and I believe that once 
the money is put into their own treasury, it can be disposed of as they 
see fit under proper laws, including refund and subsidy laws. I don’t 
believe that as the law now exists, there is any violation. 

Mr. Lanican. Isn’t that complete authority over matters of local 
concern? You consider this matter entirely of local concern ¢ 

Mr. Bour. I would consider this a local-concern matter. I mean, it 
applies to their residence. not 

Mr. Cuuporr. Mr. Moss, do you have any questions 4 

Mr. Moss. Not at the moment, Mr. Chairman. 

Mr. Cuuporr. Mr. Brownson ? 

Mr. Brownson. No more questions, Mr, Chairman. 

Mr. Cuuporr. Mr. Smith—— 

Mr. Smriri. In your report you have indicated we ought to turn 
Vicorp over to the Virgin Islands when they have indicated an ability 
to assume the responsibility. Do you have any suggestion on how we 
are going to determine when this takes place? Do you have any sug- 
gestion along that line? 

Mr. Mcnonen. How we might speed up the date when it might take 
place. 

Mr. Smrru. When anyone can indicate when they are ready to 
assume their responsibilities. 

Mr. Munonen. The Virgin Islands government would have to cor- 
rect, in our view, a lot of these deficiencies in administration before it 
would be ready to take over operation of the Corporation. 

Mr. Smirn. If the suggestions you make are complied with do you 
think that would indicate that the time has arrived for that ? 

Mr. Munonen. I think it would take a new look from time to time. 

Mr. Smiru. Are we talking about 5 years, 10 years, a century, or do 
you have any offhand comments ? 

I don’t mean to pin you down on it, but that is a good out, and I 
don’t know when we are ever going to get to this “when.” 

Mr. Munonen. If they have taken the corrected action suggested, 
perhaps 5 years would not be too long a time from that point. 

_ Mr. Smiru. Do you think it can ever take place with the setup as 
it is with their local legislature and the different types of functions 
with the comptroller here under the Interior Department? Do you 
think we can ever get that straightened out? 

_ Mr. Munonen. We have made certain suggestions as to how to 
improve the operations of the comptroller. We think also if the 
executive branch were strengthened through getting better people 
and keeping them down there on the job, you could foresee the day 
when you could make this change; yes, sir. ; 

Mr. Smirn. Supposing with the type of employment that they 
now have that the individuals down there simply put the records in 
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their drawer and go off and drink rum or whatever they do down 
there, and then a month or two later you go down and find 80 or 90 
records in a drawer, no ledgers, and no books—how are we going to 
contro] that?) Who are they going to be responsible to? 

Mr. Munonen. I think they are presently responsible to the 
Governor. 

Mr. Smrru. Any penal provisions at all ? 

Mr. Munonen. I don’t know if there are any. We have suggested 
the addition of certain provisions that would provide for a penalty 
in connection with the overobligation of funds. 

Mr. Smrrn. There is no civil or criminal provisions against any- 
body who is derelict in his duties in the auditing down there now; is 
there ? 

Mr. Mcuyonen. [am not an attorney, and I wouldn’t want to answer 
that. 

Mr. Smiru. You haven't read of any in the revised organic act; 
have you? 

Mr. Munonen. Unless fraud could be shown, I know of none 
offhand. 

Mr. Cuvporr. Mr. Smith, I think you will find as we go along that 
the accounting problems are not the only problems. There are many 
other problems that will be developed as the hearings go along. 

I just want to ask you one question. 

Certainly, you would never agree, recommend, or consent to the 
Virgin Islands government taking over the Virgin Islands Corpora- 
tion’s functions unless and until they were able to straighten out their 
own affairs; isn’t that true? 

Mr. MunHonen. Yes, sir. 

Mr. Cuuporr. And they area long way off from that. 

Mr. Munonen. Yes, but we think it is something that should be 
considered since the Corporation charter is expiring. 

Mr. Cuvporr. In view of the fact that the charter of the Virgin 
Islands Corporation expires in June 1959, do you think it would be 
possible by that time for the government of the Virgin Islands to be 
in a position to take over ? i 

Mr. Munonen. Under existing law, no. 

Mr. Cuvuporr. They want to elect their own Governor like Puerto 
Rico does, and they want a Resident Commissioner in the United 
States Congress. They have requested that. 

For the purpose of keeping our agenda in order, we have tried to 
stay away the Virgin Islands Corporation. 

At this time, we will go into the functions of the Virgin Islands 
Corporation and get the views of the General Accounting Office on 
that. 

Mr. Moss. I have one question. I am intrigued with section 16. It 
says the commissioner of finance should be bonded. In view of the 
status of the accounts, have we been able to get the bond ¢ 

Mr. Cuuporr. He has been bonded but before he took the job he said 
he would not be responsible for anything that happened the day before 
he was appointed. He was going to start a new set of books and that 
was the only responsibility he would take. 

Mr. Moss. Have we had better luck with the new set of books than 
we have had with other sets of books started by other officials ? 
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Mr. Cuuporr. I think one of the gentlemen from the General Ac- 
counting Office could answer that. 

Mr. Mcnonen. The new commissioner of finance took office in Sep- 
tember 1955. We were down there from August to November 1956, 
and we noted that the Department had had a very optimistic annual 
report pointing out some of the problems, and also looking to the 
future. As of the time we left there, they had reconciled 6 of the 8 
bank accounts and were making some progress. 

We think it was rather limited progress, but I guess we would have 
to wait until the next visit to see how much progress he makes by that 
time. 

Mr. Cuvporr. As a matter of fact, he hasn’t set up a general ledger 
yet, has he? 

Mr. Munonen. At the time we left he had not. 

Mr. Cuvpnorr. When we were there in December 1956, he hadn’t 
either. 

Mr. Moss. What is his bond ? 

Mr. Woops. $25,000. 

Mr. Moss. Was there any trouble placing it? 

Mr. Woops. Not that I know of. 

Mr. Cuvuporr. Isn’t it true when you went to make an audit of the 
Virgin Islands Development Authority, there were no records at all? 
That gree made off with the books? 

Mr. Munonen. Before the Corporation took it over? 

Mr. Cuuporr. it es. 

Mr. Mvunonen. I believe our audit reports commented along those 
lines. 

Mr. Cuvporr. It is general comment down there that somebody 
burned the books. I don’t know; we can’t prove it. 

Mr. Brownson. When was that ? 

Mr. Kane. Prior to June 30, 1954, when local government had the 
development authority. 

Mr. Lantcan. I think there was also testimony to the effect that 
no records of the budget officer prior to the present accounting budget 
officer could be found; is that true? 

Mr. Woops. That is correct. 

Mr. Lantean. Did you make an attempt to locate those records ? 

Mr. Woops. We inquired about them, and were told that they were 
lost or misplaced. In any event, they could not be located. 

Mr. Cuuporr. We are now going to proceed with the functions of 
the Virgin Islands Corporation. 

Mr. Lanigan. 

Mr. Laniean. I have just a few questions on this phase of it. 

I know you seem somewhat more optimistic in your attitude toward 
the Virgin Islands Cor poration. and the improvement of their finan- 
cial recordkeeping but on page 3 of your prepared statement, you list 
four deficiencies which you have found, in which you say: 


Action had been initiated to correct the condition and it is hoped that correc- 
tive action will be completed before June 30, 1957. 


Now, the first item that you list is the- 


Corporation did not take a satisfactory physical inventory of materials and 
supplies for use in power operations during fiscal year 1956. 
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Now, you found that that situation existed in previous years, too? 

Mr. Henig. Yes, sir. And our reports for 1954 and 1955 pointed 
out the deficiencies existing in inventory management. 

Mr. Laniean. Is that true of the other inventories of the Corpo- 
ration as well as that of the power department ? 

Mr. Henic. During 1956, we found the Corporation had taken an 
acceptable inventory of the inventories in the sugar operations but 
they had not taken, as we pointed out in the report, an acceptable 
inventory of the power operations inventories of materials and sup- 
plies. 

Mr. Lanican. You feel there has been some improvement but there 
is a considerable way to go before getting an adequate inventory ? 

Mr. Henie. That is right. 

Mr. Lanican. I know at the end of your report in your opinion 
of the financial reports of the Virgin Islands Corporation you still 
have a caveat, since you say that you still feel that you cannot make 
an accurate financial record of the Corporation for the fiscal year 
1956 due to these deficiencies. 

Mr. Muuonen. That is right. We would expect that the actions 
expected by the Corporation, as related by the President, if they take 
place, our next report should show a clean bill of health and a certified 
statement. 

Mr. Smrrx. When will you make that ? 

Mr. Munonen. That will cover the fiscal year ending June 30, 1957, 
and the report is due to the Congress by January 15 next. 

Mr. Lanican. How long have you been auditing the activities of 
the Virgin Islands Corporation ? 

Mr. Munonen. The first audit was made under the Government 
Corporations Control Act. of 1945 and our 1956 report is the 11th or 
12th, whatever it comes to. 

Mr. Lanican. Has the Corporation ever had what vou would call 
an effective internal audit in all those years? 

Mr. Hente. They first had an internal auditor in fiscal year 1954. 
Our review of his activities show they had not obtained an effective 
internal audit through the end of our 1956 audit. 

Mr. Lanican. To what do you attribute the failure to make: an 
effective audit in 1956, other than these 2 inventory items that you 
specifically list ? 

Mr. Henic. In the early part of 1956 the internal auditor was 
assigned duties other than internal auditing which we commented 
on in our 1955 report. In March 1956, the internal auditor was 
made Comptroller of the Corporation by the Board of Directors, and 
the Corporation was without an internal auditor until the Chief Ac- 
countant was made an internal auditor in June 1956, but because the 
Corporation was unable to obtain the services of a qualified chief ac- 
countant, the Chief Accountant had to remain as a chief accountant 
until October or November 1956, when the Corporation was able to 
obtain another person’s services who they felt was qualified as a 
chief accountant, and it is hoped by the Corporation that the appointed 
internal auditor will be able to function as planned at this time. 

Mr. Lantean. What is the difference between the function of the 
Comptroller of the Corporation and the function of the auditor or 
internal auditor of the Corporation? Why do they need those two 
offices ? 
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Mr. Henic. The Comptroller has duties besides internal auditing. 
He is responsible for the financial activities of the Corporation where 
the internal auditor would report to management whether or not the 
program set out by management and the procedure set out by manage- 
ment were being complied with. He would be like a General Account- 
ing Office auditor for the president of the corporation. He would 
give them up-to-the-minute briefing of the progress that the Corpora- 
tion is making in its programs. 

Mr. Lanican. The General Accounting Office does make an audit 
of the Virgin Islands Corporation, doesn’t it? You say you have 
made them since 1955 ? 

Mr. Henic. He would not replace the General Accounting Office 
audit. It would supplement it. 

Mr. Lanican. Why do you need to have an internal audit auditor 
and also have a General Accounting Office audit? I think you charge 
about $10,000 for your audit ; is that correct ? 

Mr. Henig. That is right. 

Mr. Lanscan. Why do we have to have two auditors ? 

Mr. Munonen. The internal auditor would be looking into things 
more quickly. He would be on the staff of management the year 
round. He would report on troublesome areas more quickly than 
the General Accounting Office could hope to, in some cases, get 
into that. We have to consider the staffing of all our assignments, 
and on this particular assignment we usually get there in August and 
stay until October, and ordinarily would not be back until the next 
year, or about the same schedule. 

Mr. Lanican. In the case of the Virgin Islands government you 
said you spend about 3 months down there, or about a man-year. Does 
that include both the audit of the government and the Corporation, 
or was that with respect to the government. alone ? 

Mr. Munonen. That was for the government alone, and it includes 
only those reviews which are spelled out in the scope of audit sec- 
tion of our Government report. 

On the Corporation we had a staff of 5 men down there for about 3 
months, plus a supervisory visit from a man in Washington. 

Mr. Lanican. Do you estimate that you spent about 2 man-years on 
the Corporation, then ? 

Mr. Mcnonen. Not quite. Perhaps a year and a half. 

Mr. Lanican. Now, in the case of other government corporations, 
is it possible to have an internal auditor as well as having a separate 
audit by the General Accounting Office? 

Mr. Munonen. It is considered very good financial management to 
have an internal auditor who can bring to the attention of manage- 
ment departures from or actions not in accordance with approved 
management policy. 

Mr. Lanican. Do you audit the work of the internal auditor in the 
same way that you audit the work of the government comptroller of 
the Virgin Islands government? Would you say the function is about 
the same with respect to the Corporation auditor as it is with relation 
to the Virgin Islands government auditor? 

Mr. Munonen. I would say the comptroller for the Virgin Islands 
government has broader duties than for the Corporation. He has 
settlement of accounts responsibility and is also required to render 
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legal decisions on matters brought to his attention by people in the 
executive branch of the government. 

Mr. Laniean. Whereas, the internal auditor of the Corporation is 
purely a man within the management structure of the Corporation; is 
that right? 

Mr. Munonen. I would say so; yes, sir. 

Mr. Laniean. I notice under the fourth item on page 3 you state 
that. depreciation rates for properties used in the sugar department 
are lower than depreciation rates used for other sugar manufacturers 
in the Caribbean area. A use of higher rates would result in an in- 
crease in the loss and reduction in the book value of the Corporation’s 
assets. 

Could you give us some of the details upon which you base this con- 
clusion, or certainly an inference that the depreciation rates are too 
low in the sugar department of the Virgin Island Corporation ? 

Mr. Munonen. Yes, sir. In fiscal year 1955, as brought out in our 
report on the Virgin Islands Corporation, the Corporation reduced 
certain depreciation charges which had resulted in a net decrease of 
about $88,000 in their charges to operations. We looked into the 
reasons for these decreases and we found that in our opinion they 
were in effect lengthening the expected life use of a number of pieces 
of equipment beyond that which we felt was proper, considering the 
weather and operating conditions in the Virgin Islands. The length- 
ened life use was put into effect only on certain pieces of equipment 
in the sugar department which were acquired since July 1, 1949, 
which is the date that Vicorp took over from the Virgin Islands Com- 
yany. The revised rates were in accordance with rates set out in 
bulletin F of the Internal Revenue Department, which sets forth 
guides or proposed rates for depreciating certain types of equipment. 

Now, the bulletin itself spells out that these rates are not in them- 
selves unquestionably accurate. They are— 
set forth solely as a guide or starting point from which correct rates may be 
determined in the light of experience of the property under consideration, and all 
other pertinent evidence. 

In checking into this matter we found that the experience of the 
Corporation did not in our opinion warrant lengthening the life use of 
the equipment involved. 

For example, we noted that two steam turbines were acquired by 
the Corporation in December 1951, and are being depreciated over a 
45-year period. The equipment replaced by the steam turbines lasted 
only about 14 years. Our review dieclosed also that all property and 
equipment written off during 1956, much of which was acquired from 
the predecessor corporation in 1949, at a book value at the date of 
writeoff of about $17,000 out of an original cost of about $38,000. This 
means that $17,000 of the costs written off in 1956 actually should have 
been written off on a prorata basis through depreciation rates and 
charges for depreciation to operations during the life use of that 
property. Accordingly, we recommended to the Corporation Presi- 
dent that he revise the subject depreciation rates based on a review 
of past experience for this property under consideration. As indi- 
cated in our statement, the Cottnivation's President has advised us he 


contemplates completion of corrective action on this matter before 
June 30, 1957. 
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Mr. Lanican. Were there any other major pieces of equipment be- 
sides the two steam turbines which you felt were being written off too 
quickly ? 

Mr. Munonen. In our working papers, we prepared schedules show- 
ing the various types of equipment on which the depreciation rates 
were changed and by inquiry with some auditors who audit the books 
of certain Puerto Rican sugar companies, we have determined, based 
on our judgment, that the Virgin Islands Corporation rates on the 
subject equipment are probably too low. 

Mr. Laniean. Could you teil us what some of the major items are, 
besides the two turbines? 

Mr. Hentc. In our review for fiscal year 1955, we noted a raw sugar 
sacking scale, under the old depreciation rates, was depreciated 814 
percent every year. Under the revised rates using Builetin F as a 
guide this is now a little over 5 percent a year. 

Mr. Lanican. Why did you consider that change not realistic? 

Mr. Henic. We reviewed the depreciation rates told to us to have 
been used by other sugar companies in Puerto Rico, by a public ac- 
counting firm, and in almost every instance the rate used by other sugar 
companies was higher than the rate used or spelled out in Bulletin F 
that were used by VICORP for such equipment. 

Mr. Lanigan. Are there any other major items that you have there? 

Mr. Henia. Yes. A centrifugal, which is used in the processing of 
the sugarcane into sugar, was previously depreciated at 10 percent, 
given a life of 10 years. Under the Bulletin F that is now given a life 
of about 40 to 50 years. 

Mr. Lanican. And that is your comment on that, and is your objec- 
tion based upon the same comparison, with the Puerto Rican factories ? 

Mr. Munonen. Partly the comparison and partly our findings of 
the undepreciated costs at date of writeoff and the past experience they 
have had. I would say all three factors. 

Mr. Lanican. Are there any other major items of equipment ? 

Mr. Henic. We don’t have a complete list of all the equipment. 
Generally, for machinery and equipment in the general plant—that 
would be the Bethlehem factory—we found other sugar factories 
would depreciate that, we will say, with a composite rate of 4 to 6 per- 
cent—6 percent being general—and 6 percent will be recommended by 
the Government of Puerto Rico for such equipment in use in sugar 
manufacturing. 

The Corporation, using bulletin F for that machinery not required 
from the old Virgin Islands Company, used a rate of 2 to 214 percent, 
which would be about 45 years. 

Mr. Cuvuporr. Is bu!letin F something that the General Accounting 
Office puts out ? 

Mr. Munonen. No. 

Mr. Cuvporr. Who puts out bulletin F, and how cid it become « 
bulletin ? 

Mr. Muwonen. The Treasury Department put it out, and it is used 
in connection with income-tax computations and depreciation rates al- 
lowable. We have pointed out that you have to stop somewhere in 
connection with revaluing your capital plant. Otherwise, you are 
just postponing to the date when the equipment is no longer usable, 
the time at which you will charge otf the remaining cost of that plant. 
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Mr. Cuuporr. Do you have any reason to know why they suddenly 
changed the formula for depreciation ¢ ; 

Mr. Henie. I believe that the board of directors reviewed deprecia- 
tion rates. They felt that on the basis of the reports of Department 
of Agriculture experts that the Corporation’s charges for deprecia- 
tion were too high. I don’t believe that the Department of Agriculture 
people felt that the rates were too high, but that VICORP was being 
saddled with a high depreciation charge in comparison with other com- 
panies, and that the use of bulletin F would result in a lower charge 
and, therefore, reduce the annual deficit. 

Mr. Cuvuporr. But on the basis of your investigation of other sugar 
plants in Puerto Rico, and other places, you find that that wasn’t the 
proper way todoit. Isn’t that right? 

Mr. Henic. The rate used in Puerto Rico was higher. Whether 
or not the annual charge for depreciation per ton of sugar that they 
might be able to produce was higher, I couldn’t say. I don’t know the 
capacity. 

Mr. Cuuporr. I don’t say this to attack anybody. Would you say 
that it might be that the board of directors rigged the depreciation 
costs to make the deficit look better in the operation of the sugar 
plant of the Virgin Islands Corporation ? 

Mr. Munonen. I don’t know that we would want to use those words. 

Mr. Cuuporr. Perhaps I shouldn't use the word “rigged,” but I 
couldn’t think of another word. “Changed,” we will say, instead of 
“rigged.” 

Mr. Munonen. I think they would have as natural a desire as any- 
one to show favorable depreciation rates. The whole operation has 
about two strikes against them because they have a lot of old equip- 
ment. I think some of the problems have been recognized in the 
reports in 1953 by the Department of Agriculture specialists. We 
don’t claim to be sugar specialists, but we have tried to bring out our 
observations as auditors, and have tried to check into the deprecia- 
tion matter rather thoroughly. 

Mr. Brownson. Mr. Chairman, may I ask this question: Did you 
make any comparison with any Cuban sugar operations? 

Mr. Henie. No, sir. 

Mr. Brownson. It is natural that the Treasury Department is in- 
terested in having their amortization rates extend over as long a 
period as possible because that increases the tax take of the Internal 
Revenue each year. It is also possible that, when you run into your 
Puerto Rican rates which are higher than those that are on schedule 
F, you may find certain tax advantages accruing to the Puerto Rican 
companies by amortizing more quickly, might you not ? 

Mr. Munonen. It is possible. 

Mr. Brownson. In other words, the normal thing is for a success- 
ful manufacturer in a profit position to amortize as quickly as the 
Government authorities will let him. You havea situation here where 
Puerto Rican sugar mills are striving to amortize their machinery 
as quickly as possible for tax advantages. On the other hand, it is 
very natural that Internal Revenue is putting out a schedule call- 
ing for amortization over the longest period of years possible because 
that gives them more revenue. It seems to me you are really com- 
paring two scales for depreciation which are based on exactly opposite 
considerations. 
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T was in the Hershey sugar mill in Cuba, and I was amazed at the 
period of life they seem to get out of some of their machinery. It is 
a good sugar operation, and yet some of the machinery was of a vintage 
that in most industrial plants of the United States would have been 
considered obsolete for a long period of years. 

Mr. Cuuporr. I don’t know whether this is comparable or not, the 
Puerto Rican operation versus the Virgin Islands operation. [If I 
were on the Board of Directors of the Virgin Islands Corporation, and 
could show a smaller deficit, it would show I was doing a better job. 
They took the figure most beneficial to themselves, and that is prob- 
ably the answer to it. 

Mr. Brownson. On the other hand, the Puerto Rican sugar manu- 
facturer operating at a profit in the free enterprise system is taking 
the highest amortization rate he can take, whether his machinery 
wears out that quickly or not, because that gives him a tax advantage. 

Mr. Cuuporr. There are many other problems. The question of 
selling molasses to the producers of Virgin Islands rum at a much 
cheaper price than they can buy it any other place—naturally, we 
sold the Government rum operations to a distillery who only bought 
it because they could buy molasses at 5 cents rather than 11 or 12 
cents, which is the normal market price. 

Mr. Lanican. In what year’s statement did the depreciation rate 
first take effect ? 

Mr. Henta. In the fiscal year 1955 operations. 

Mr. Lanigan. So in order to compare any reports of the company 
pr ior to 1955 and any of those after 1955 we have to remember that 
the depreciation through changes in bookkeeping has been cut down 
$88,000 and, consequently, if it is a loss, to make it comparable, you 
would add $88,000 to a loss this year, or subtract it from some time 
prior to 1955. That is, you have to make an adjustment of $88,000 
to make those two statements comparable. Isn’t that correct? 

Mr. Munonen. If there are no other factors, that is correct. 

Mr. Lanican. We have to remember that when we compare old fig- 
ures with new figures. 

Mr. Munonen. But in the past few years the Corporation has 
showed a very encouraging trend in reduction or losses. 

Mr. LaniGan. On page 13 of your report you state in the first sen- 
tence of the second paragraph, 

Shipping and selling expenses increased by $39,395, while operating costs and 
expenses increased by $192,632, compared with the previous year. 

On your shipping and selling expense increase have you any break- 
down showing how much is attributed to an increase in shipping, and 
how much is contributed to the increase in selling expenses ? 

Mr. Hente. Yes, sir. 

Mr. Lantcan. What do those show? 

Mr. Hentc. We prepared schedules for that. Basically, in 19— 
we ran analyses back to 1954. In 1954 it cost the C orporation $12.84 
to lighter its sugar to a freighter and ship it to the United States. 

Mr. Laniean. That is $12.84 a ton? 

Mr. Henta. Yes, sir. 

In 1955 it ran $12.58 to ship the sugar to the United States. There 
was no lighterage involved. A new shipping method was gotten, and 
they were able to get a smaller boat right up to the dock. That effec- 
tive cost for shipping in 1956 was $12.51. 
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Mr. Lanigan. Would you repeat the 1954 and 1955 again? h 
Mr. Henie. In 1954 the cost was $12.84. In 1955 the cost was $12.58. Go 
Mr. Lanigan. When you say the shipping and selling expense is } 
increased by $39,395, are you telling us that shipping expenses didn’t abs 
increase ¢ fire 
Mr. Henic. We are not giving you a unit cost there. We said the } 
shipping expenses increased by that much money primarily because ha’ 
the volume of sugar shipped was so much greater. hay 
Mr. Lanican. It is a matter of increase in volume then? eq! 
Mr. Henie. That is correct, sir. . 
Mr. Laniean. Now, in the course of your auditing and examining If 
the Virgin Island Corporation’s operations, have either of you ever do 
had occasion to consider the fire-protection system of the Virgin Is- we 
lands Corporation, and to comment on it either in writing or orally ? if 
Mr. Munonen. I believe, Mr. Henig would be better qualified on = 
that. al 
Mr. Henie. In our 1956 audit, in inspecting 1956 assets of the Cor- de 
poration, we did notice that two of the fire trucks that the Corpore- ou 
tion had were not operative. Both were without batteries, and one had 
a flat tire, and neither one was very accessible. in 
Mr. Cuuporr. Did you say the two that they had, or two of those w 
that they had? in 
Mr. Henic. We checked two of the fire trucks they had on their tk 
property records. sl 


Mr. Cuuporr. I understand they owned four fire trucks at that time. 

Mr. Henie. This was discussed with the President of the Corpora- e} 
tion, and he pointed out at that time that he was aware of the situation. 
These trucks were purchased from excess Government property, and 
when they arrived in the islands, they were in very bad condition, and b 
it was felt it would probably be too expensive to get the trucks in 
proper operating condition for use as fire trucks, and they were being 


Si 
maintained as pumps. 
The pump on the fire truck was in good operating condition, and i 
one of the pumps had been used in another Corporation activity. C 
Mr. Laniean. Did you have occasion to look into other fire-protec- ; 
tion aspects of the Corporation? Would that be part of an overall ] 
auditing job to consider security and fire protection at a place that 
has great physical value? 
Mr. Munonen. I think it is one of the many things that should be ( 
considered. It may be one of those areas where you would not have 


comment unless something basically out of line came to your attention. 

Mr. Cuvporr. Did you check to see whether or not there was any 
fire insurance on the buildings? Would this appear in your audit? 

Mr. Hente. Generally, Government corporations are self-insured. 
There is no insurance on the Corporation’s property. 

Mr. Cuvporr. In other words, you don’t recommend that they carry 
insurance or don’t carry insurance? 

Mr. Mvunonen. In other reports we have recommended against it, 
sir, feeling that overall the Government would be better off financially 
if it was its own self-insurer against a fire hazard. 

Mr. Cuvporr. How do you arrive at that conclusion ? 

Mr. Mcuonen. That appears to be 

Mr. Cuunorr. Experience? 
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Mr. Munmonen. Experience, and perhaps a settled policy of the 
Government. 

Mr. Laniean. Did you check or comment at all on the presence or 
absence of such things as fire extinguishers and fire hydrants and other 
fire-prevention equipment ? 

Mr. MuHoNEN. We made no comment on that. We see that they did 
have a big fire down there, but frankly other than the comments we 
have made here we had no particular observations on fire-fighting 
equipment. 

Mr. Cuuporr. I just want to ask you this question at this point: 
If you recommend that the Government corporations be self-insured 
doesn’t it appear that as a matter of good—I don’t know whether you 
would call it good accounting policy, or whatever you want to call it, 
if there is no insurance there should be good fire-fighting facilities, 
such as fire trucks, fire extinguishers, and other equipment that goes 
along with fighting the fire? Because certainly if you can’t be in- 
demnified for your loss you surely should have some way of putting 
out a fire. 

Mr. Muuwonen. I meant to say that it has been the General Account- 
ing Office policy generally to suggest that the agency involved, 
whether it S a corporation or an unincorporated agency, be a self- 
insurer. In the dispersed Government agencies we have found that 
the possible losses from fire hazard would be less than the cost of in- 
suring all of these properties. 

Mr. Cuvuporr. How do you do that, do you set up a continuing gen- 
eral fund and put so much of your operation costs into the fire con- 
tingent fund just in case you have a fire, or do you say “If we have 
a fire we will get an appropriation from Congress and build a new 
building”? 

Mr. Muuonen. I think the latter would probably apply. I haven’t 
seen the contingent fund in any agencies I have worked on recently. 

Mr. Brownson. Actually, isn’t the field of fire protection a special- 
ized field, and one in which an auditor would not feel qualified to 
comment ? 

Mr. Mcnonen. Yes, unless something was very much out of line, 
in which case we would discuss it with management. 

Mr. Cuvporr. In view of the fact that they had this fire and suf- 
ferred quite a loss, I wanted to get into the record how far the Gen- 
eral Accounting Office goes. Not only for this record but any investi- 
gation we might go into. 

Mr. Smirn. But I don’t think the record should show that Account- 
ing is going to take over fire protection. You have already taken over 
the lawyers. I would like to know what he means when he says, if 
he knows something is very wrong, he discusses it with management. 

Mr. Mvunonen. It would be a part of our so-called comprehensive 
audit procedure if, in the application of public funds, we feel that 
perhaps funds are not being administered properly, or the resources 
they have bought with those funds are not being administered prop- 
erly, we would look further into the matter. 

Mr. Smirn. Are you talking about 114-inch hose, 21-inch hose, 
or pumps, or hand equipment? What are you talking about? You 
happen to be talking about a field I know. 
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Mr. Munonen. In this case we have done nothing except discuss h: 
with the President two pieces of fire-fighting equipment. I am just rss 
generalizing, sir. ~~ 
Mr. Cuuporr. Mr. Smith, I just want to comment on the point you esse 
raise. I know when I practiced law more than I do now, some of em 
the clients I represented were in the manufacturing business, and the ™ re 
accountant who made the yearly audit of the firm always looked over ala 
the fire policies, and, as a result of his inventory, and other equipment, Go 
he would recommend an increase or decrease in fire insurance, and aa 
would also perhaps recommend a sprinkler system in order to cut * 
down the rate, and so forth. } 
Mr. Smirn. Except when we get into equipment and pumps, I am pe 
assuming here we are going away out of the field of auditing, as to og 
types of ‘rolling stock, because that is an argumentative problem from no 
the national fire board down to the lowest fire- protection man. But ' 
I agree with you on that. Even though sprinklers will not cut the <p 
rate any more. ¢ 
Mr. Cuuporr. I think we will get more on that when we get to Dr. . , 
Bartlett and the others on figures of the Virgin Islands Corporation, ee 
but I didn’t think it would hurt to have this in the record to see how C« 
it operates, as far as other executive departments are concerned. of 
Mr. Brownson. Inasmuch as an individual audit frequently is used I 
as a basis for granting credit, and a credit agency has an interest in oo 
the way fire protection is conducted, I can see why a civilian auditor in - 
the audit of a corporation, would be interested in fire protection. = 
Sooner or later, the creditors want that information for their own th 
guidance. - 
Mr. Cuuporr. Do you have any questions, Mr. Brownson? : 
Mr. Brownson. No questions. me 
Mr. Cuvporr. Thank you very much. We appreciate your coming = 
here, and we appreciate your cooperation. : 
Now, the next witness is Mr. Tom O. Murphy, of the Commodity T 
Stabilization Service. G4 
Mr. Cuuporr. Mr. Murphy, will you identify yourself for the rec- : 
ord, please ? - 
Mr. Mcurrpuy. My name is Tom O. Murphy. I am an economist 
with the United States Department of Agriculture. . 
Mr. Cuuporr. Now, Mr. Murphy, do you have a prepared statement 2 
to offer the committee ? : 
Mr. Mureny. I do not, other than my report. I thought I might " 
paraphrase a bit from that report. 9 
Mr. Cuuporr. You may proceed. tl 
STATEMENT OF TOM 0. MURPHY, ECONOMIST, DEPARTMENT OF q 
AGRICULTURE t] 
Mr. Murreny. I appreciate the opportunity, Mr. Chairman and f 
members of the committee, to be heard today. Early last month this 7 
committee requested the Secretary of Agriculture to detail me to go * 
down to the Virgin Islands and bring to date a report that I had made 
subsequent to the 1953 crop, when the Board of Directors of the Cor- . 
poration had requested the Secretary of Agriculture and the Secretary ; 


of the Interior to study the sugar enterprise in the Virgin Islands and 
the operations of the Virgin Islands Corporation. 
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The assignment fell to me, and I made a report at that time. It 
had a rather formidable title and is here today, I believe. The situa- 
tion then was that the Corporation was losing about $500,000 a year 
on sugar and that was in relation to income from the sugar operation— 
eross income of about $1.5 million. It appeared then that the losses 
were getting larger, rather than smaller. 

The primar y conclusion of the first report was that a self-sustaining 
sugar enterprise in the Virgin Islands would be advantageous to the 
Government and also to the residents of St. Croix—to the Government 
because it had a large remaining investment in the sugar enterprise, 
after losses of some, at that time, $3 million, which would be largely 
lost if the sugar enterprise was abandoned, and advantageous to the 
residents of St. Croix because, without a sugar enterprise, there was 
no other broad base for the island’s economy at the time. 

The gist of that report, there were 16 or 17 recommendations, but a 
number of them turned on the theme of abandoning the idea of expan- 
sion for expansion’s own sake, in favor of cost control, with the idea 
of using labor and land and equipment in a mix best calculated to 
return a net profit. 

Shortly after that time a new President was appointed, and the 
Corporation since that time has adopted some of the recommendations 
of that report: losses have been reduced, but not to a very great degree. 
In the 3 years before 1954 they averaged $375,000—I beg your pi ardon, 
in the 3 years before 1954, they averaged $491,000, and, in the 3 years 
since, $375,000. Now, in the last 2 of those years, of course, the depre- 
ciation charge has been reduced $88,000, so that, on comparable basis, 
the average of $375,000 would become $435,000. The big difference, 
though, is that now the loss trend is down, whereas up until 1954 losses 
were running evenly and, if anything, were rising. In 1956 the losses 
were about $186,000. 

What I have said applies to the Corporation in its entirety. Losses 
in the sugar enterprise alone were $493,000 on an average before 1954. 
Then, that year, they were $701,000. The next year, 1955, they were 
$406,000, and last year, $278,000. The year 1954 was principally 
not. the responsibility of the present management. 

Mr. Lanican. The last 2 years don’t include the $88,000? 

Mr. Murpny. They do not, and losses for those years would be 
increased $88,000 to put them on a comparable basis. Having only 
a short time to prepare the present report, Mr. Denny went with 
me, and he is here today. 

In summary, the situation seems to be about this, as compared to 
3 years ago: The sugarcane operations are very much improved; 
the mechanical condition of the factory is a lot better; the mainte- 
nance costs have been lowered, and the labor expense in the factory 
during the crop has been reduced to a level that is not too bad for 
the Bethlehem factory. 

On the other side of the picture, sugar-recovery efficiency of the 
factory has been improved only about half the extent attainable. 
The lost time in the factory has actually increased lately. Factory- 
supply costs are a great deal too high. As a result, factory costs 
are much higher than they should be, and sugarcane production costs 
per unit of sugar are higher than they would be if the factory extrac- 
tion efficiency were average, or even somewhat less than average. 
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Mr. Brownson. Mr. Murphy said “lost time” in the factory. What 
is the cause of that? 

Mr. Mureny. That is any time during the crop season when the 
factory is not making sugar. Now it can occur because there is no 
sugarcane or it can occur because the mechanical facilities of the 
factory have broken down, or because of holidays; reasons like that. 

It is rather interesting, too, that the lost time up until 1954 was 
largely because of poor mechanical condition. More recently it is 
because of inadequate cane supply. The mechanical condition of the 
factory is very much better. 

Mr. Lanican. With regard to the inadequate cane supply, do you 
mean cane isn’t being grown or isn’t getting to the factory on proper 
schedule? 

Mr. Murpuy. I am glad you asked, because I meant the latter and 
not the former. 

Mr. Laniean. Could you explain that a little bit ? 

Mr. Murrny. Yes. Of course, the sugar operation is one of syn- 
chronizing all of the factors of production. Cane has to be cut 
and milled while still fresh, so you have to cut about the amount 
the factory can process. If you cut too much it will become stale 
and if you don’t cut enough the expensive factory is waiting on a new 
supply of cane. 

There is a reason for the low supply of cane and that is that the 
Corporation imports practically all of its cane cutters and under 
the contract that it has, it guarantees a certain average level of 
weekly work to all of the imported cane cutters. I believe it is 40 
hours a week. With a history of a factory that was not too depend- 
able, management has been pretty reluctant and pretty conservative 
about getting the number of cane cutters that are needed. 

In the first report, 500 cane cutters was suggested as a good number 
and at that time there were 200 local cutters available. Now there 
are practically no local cutters available and the company has some- 
thing less than 400 imported cane cutters. 

Mr. Lanican. Could you goon? [interrupted you when you were 
making a statement. 

Mr. Mureny. Now I have some recommendations. Would you care 
for me to go into that? 

Mr. Laniean. Just make whatever statement you care to. 

Mr. Murpuy. In view of the progress that has been made and the 
opportunities that exist for further cost savings, and the possibility 
of reduced sugar-marketing expenses as a result of the Corporation's 
experiment with bulk shipping, it seems probable to me, now, as it 
did 3 years ago, that the sugar enterprise can be mace self-sustaining. 
I don’t think it will be done in 1957 and whether it is done at all will 
depend very much on the Corporation using every opportunity it 
has to reduce costs and to maximize returns. 

In 1957, I would think that losess from the sugar enterprise, not 
counting the fire loss, might be $100,000. Under optimum conditions 
during the remaining life of the Corporation’s charter, I would think 
that a crop profit of $110,000 would be possible. 

Because St. Croix is a very small island and with a limited popula- 
tion, availability of supervisory personnel is fairly limited. That is 
one continuing handicap that the Corporation will encounter, and 
with that particularly in mind, as well as a few other handicaps that 
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exist because of its location, the management is in the position of 
having to do a better job than most companies in other domestic 
sugar areas have to do, in order to remain competitive. 

The areas in which improvement seem most easily attainable to 
me are: The reduction of sucrose losses in the mill, the obtaining of 
a higher price for molasses, the reduction of lost time in the factory 
by synchronizing the harvesting and milling operation, the reduction 
of supply expenses—supply and services expenses—and I also think 
that a lower rate of payment for sugarcane is merited or is indicated 
in the Virgin Islands because the cane does have a high fiber content. 
Up until very recently there was no basis for determining a value for 
cane on the basis of cost data for the Virgin Islands because it was 
so unrealistic on both the growing and the milling side. Now that 
the sugarcane-producing picture is so much improved in relation to 
the factory picture, I think that is a second reason why the price paid 
to independent growers for sugarcane should be reduced. 

So with all of those thoughts in mind, it seems to me that the next 
3 years, the remaining life of the Corporation, might be regarded as 
the test period to see if the enterprise can be made self-sustaining— 
that is the sugar enterprise. Secondly, during that time, manage- 
ment should step up its efforts to reduce costs. Thirdly, any attempt 
to dispose of the Corporation to private industry be deferred while it 
is being placed on a profitable basis. Fourthly, the Corporation not 
be turned over to the government of the Virgin Islands. That is 
the substance of the general recommendations. The rest is in the 
nature of specific recommendations. 

Mr. Lanigan. Could you give us some of what you consider to be 
the major specific recommendations ¢ 

Mr. Mureny. I think the major one is the business of reducing the 
loss of sucrose in the factory. The last crop prior to my first visit, was 
in 1953. They ran too late that year and had a very bad experience 
in the last 2 weeks or month but even before that time they were getting 
only 73 percent of the potential sucrose in the cane into the sugar. 

At that time I thought there were enough indicated places for 
improvement to bring the extraction rate up to 80 percent. A week or 
so later, Dr. Keller, who prepared a technical analysis of the opera- 
tions at about the same time that I made the economic analysis, thought 
that it could be raised to 82 percent. 

As a matter of fact, though, it has only been raised to an average of 
77 percent. I think last year the figure was 76.2 percent. Sucrose 
losses occur beyond the experience in other areas, in the bagasse, from 
the filter cake, from undetermined sources, and in molasses. With 
respect to the loss in bagasse, I don’t think much improvement is 
possible because the cane has high fiber. Such losses are about 1.3 
percent out of a total sucrose content of 12 percent. I think if they 
are reduced to 1.2, that is the most that can be hoped for. 

However, the undetermined losses can be ‘oneal quite a bit and I 
believe efforts are already underway to do that. The losses in filter 
cake can also be reduced and I believe efforts are underway to do that. 
Losses in molasses are higher than they should be and improvement 
there is a long, drawn-out process but there is opportunity there, too. 

I think that the average for the domestic areas of the United States 
is about 85 percent recovery of sucrose in sugar. I think the Beth- 
lehem mill can get about 81 percent and if it does, that will mean a 
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$60,000 gain to the corporation and about $20,000 to the independent 
growers. 

The lost time problem is something of an easy one because the factory 
is in better shape than I have ever known it tobe. It is merely a matter 
of getting enough cane cutters and not being saddled with guaranteed 
wage payments to those cutters in the event the factory does have a 
breakdown. I think it would be possible to improve the labor procure- 
ment contract so that the guaranty clause would be modified. Per- 
haps the guaranty of a certain average number of hours per week 
instead of a minimum number of hours each and every week would 
be the answer. Since the wage payments are so much higher than 
in the British West Indies, where the workers are recruited. I think 
a contract could be worked out that would permit the corporation 
economically to bring in over 400 imported cane cutters and further 
that the corporation should retain all of its own offseason workers to 
cut its own cane during the harvesting season, if not all of them, 
certainly the great majority of them, by which means it could have a 
force of about 500 cane cutters. 

Mr. Laniean. Don’t they use their permanent force to cut cane 
now? What happens to them during the cane-cutting season ‘ 

Mr. Mourruy. A number of them go to work for independent grow- 
ers and cut cane for independent growers. 

Mr. Lanican. Do you mean the Corporation pays them all year 
off season, and then they go to work someplace else on season ? 

Mr. Murrny. When work is available the Corporation pays them, 
and those who go with independent growers are paid by independent 
growers. 

Mr. Laniean. This contract you mentioned is a contract with some 
foreign government concerning the conditions under which laborers 
will be brought to St. Croix? 

Mr. Mureny. Yes, sir. 

Mr. Lanican. Where do the laborers come from ? 

Mr. Murry. From the British West Indies. 

Mr. Cuvporr. Mr. Murphy, you said that they work for the Corpo- 
ration during off season when work is available, and when the harvest 
season starts they work for independent sugar growers. Why do 
they do that? 

Mr. Murry. Premium payment. 

Mr. Cuvuporr. In other words, the independent people are com- 
peting with the Virgin Islands Corporation for labor durmg the 
cane-cutting season / 

Mr. Murrnuy. Yes. 

Mr. Cuuporr. Doesn’t it seem rather strange that we are theoreti- 
cally operating a sugar mill and sugar plantation for the benefit of 
improving the economic status of the American Virgin Islanders, 
and then, when the time comes to create some income, we go to the 
British West Indies and import labor—400 workers—and use them 





in cutting the cane? Doesn’t it seem to show that we are operating 
the sugar plantation for the benefit of the British Virgin Islanders 
rather than for the American Virgin Islanders? 

Mr. Morrny. I appreciate what you are saying, and we have cer- 
tainly made the full circle, all right, in bringing in imported labor 
to take care of an operation that started out at one time to be a relief 
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operation, but it might be regarded as a situation where you have a 
bear by the tail and: you hardly know where to let go of him. 

Mr. Cuvporr. This is exceptionally strange due to the fact that 
we not only give these people the money that is coming out of working, 
but we also let them use the hospital facilities and the health facilities 
of the Virgin Islands, and the health department commissioners tell 
us the reason the hospital is run under such a deficit is that they have 
to take care of not only these foreign laborers, but their wives and 
children. 

Mr. Murpnuy. That is right. 

Dr. Barrierr. May I correct that, sir. It is not so. We have 
insurance on all of the imported laborers. 

Mr. Cuuporr. You mean you get a bond, now. But that is only 
recently ; isn’t it? 

Dr. Barttetr. The last 2 years. 

Mr. Cuuporr. Since we made our first trip down there. 

Dr. Bartierr. That may have been at that time. For the past 2 
years we have had insurance. 

Mr. Cuuporr. That is the cold and hard fact, that we actually are 
using the sugar plantation to give British Virgin Islanders a place to 
work. 

Mr. Moreny. That is certainly the fact. 

Mr. Cuuporr. Have you made a study of what they do with their 
money? Do they take it home or do they spend it in St. Thomas and 
St. Croix ? 

Mr. Murrny. I only know what I have heard. I think the cost of 
living in St. Croix is much higher than they are accustomed to, but 
I think they take home a pretty good sum at the end of the crop. 

Mr. Cuuporr. I think so, too, because when the committee was 
down there last year, and found if you want to buy a stamp in the 
British post office on Tortola, you do it with American money, because 
there isn’t any British money around. 

Mr. Brownson. We have 24,000 to 25,000 people on this island, and 


yet when we want 500 people to harvest sugar—on the islands. I will 
put it together. 

Mr. Murpny. Yes. 

Mr. Brownson. When we want 500 people to harvest sugar we have 
to import them. Why is that? 

Mr. Mureny. I think that, had this relief project never been started 
in 1933, the population would have gone down on St. Croix. It had 
been going down; and, subsequent to that time, it leveled off. 

The last time I was down there in 1953, I found what I regarded 
was the reason for the lack of canecutters, and that was a very heavy 
Federal construction project—a hospital, a high school, several ‘schools, 
two apartment, houses, and I forget w hat else. The construction in- 
dustry was draining off the people who otherwise would have cut cane 

Now at this time the Federal construction program is about finished, 
but nevertheless there are fewer native canecutters than there were 3 

years ago. The only other changed factor is private construction, 
which has stepped up quite a bit, and tourist business which has also 
stepped up. Of course, cutting cane is something nobody wants to do. 
If he can do anything else, he won’t do it. 

Mr. Cuuporr. The native people would rather work in the hotels, 
or buy taxicabs and operate them. 
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Mr. Morrtiy. I don’t blame them. I wouldn’t want to cut cane N 
either. Itis hard, unpleasant work. om 
Mr. Cuvporr. I understand that, but the real reason for the estab- beer 
lishment of the Virgin Islands Corporation was the sugar business. N 
Now, they are in other businesses. They are in the power business, and cre 
they operate the development authority and things like that today. far’ 
I just brought that out. Here we are trying to help the economy of sug 
the islands, and we have to hire labor from other islands to operate : 
the sugar plantation—at a loss. Not at a profit, but at a loss, and a 1 
rather substantial loss. 1 
Mr. Sarru. Isn’t it just as conceivable to say that, even though we ’ 
are losing money in this sugar business, if we didn’t have these laborers Py 
to import, couldn’t we just as well lose a lot more money ? _ 
Mr. Murrpny. Not talking about the present, but talking about the vel 
part, if we were losing $500,000 a year and employing 1,000 people—at - | 
that time—that is $500 a year per person that could have just been t . 
paid to them without a sugar enterprise. But now it seems to me we al 
are approaching the point where the sugar enterprise will carry itself, ~ 
so the situation now is changing quite a bit. sat 
Mr. Brownson. But the point is, as I see it, it can’t carry itself ‘i 
right now unless we import these cane cutters because we can’t get them ; , 
anywhere else. If you don’t have the activity going on during the io 
height of the sugar season you don’t have anything coming in. ms 
Mr. Murpny. That is right. . 
Mr. Cuuporr. I think vou said cutting cane was quite a difficult “ 
job and that people don’t like to cut cane. 5 
Do you feel if we diversified the crop, instead of planting just ™ 
sugar, if we planted other commodities, such commodities as could be 
used maybe by the hotels and restaurants in the Virgin Islands, that * 
we might be able to get over that hump ? - 
Mr. Murrny. I think diversification to a degree would be a good ¥ 
thing, but I am not at all sure that the residents of St. Croix would - 
like other agricultural work much more than they like sugarcane work. t} 
I certainly got the impression 3 years ago that they don’t care much 
for agricultural work of any kind. ” 
Mr. Cuvuporr. So you think it is a mistake to operate any kind of : 
an agricultural type of plant or business in St. Croix, in order to _ 
improve the economy of the islands? . 
Mr. Murer. No, sir, I don’t think that, but I think it is more t 
difficult than a person might at first blush think, just because of this t 
attitude. ‘ 
Mr. Cuvuporr. Why are we operating this plant at a deficit of from : 
two to five hundred thousand dollars a year, if it is not improving the 1 
economy of the islands ? ; 
Mr. Murrpny. I think that is the only purpose and I think that 
that is a continuing purpose, to improve the economy of the islands. : 
Mr. Cuuporr. What it is doing is improving the economy of the 


British islands and not St. Croix. 

The Department of Agriculture operates a rather extensive experi- 
mental station on St. Croix; doesn’t it ? 

Mr. Murpuy. There is an experimental station there. 

Mr. Cuvporr. Do you find anything in those experiments that would 
lead you to believe that some day they might be able to use the results 
of the experiments to build up an agricultural economy in St. Croix? 
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Mr. Murreny. There is something to that effect. There is some 
commercial evidence to that effect, too. Beans and tomatoes have 
been grown there. 

Mr. Cuuporr. Don’t you have some kind of finance institution that 
tries to encourage loans to agricultural farmers to buy their own 
farms and grow things that can be used in the islands other than 
sugarcane ? 

Mr. Murpuy. Yes; the FHA. 

Mr. Cuvporr. The Farmers’ Home Administration, they call it? 

Mr. Murpuy. Yes. 

Mr. Cuuporr. How is that worked out? 

Mr. Murpuy. When I was there before, about 3 years ago, they 
had just initiated a program whereby possibly a dozen individuals 
on St. Croix acquired about 80 to 100 acres each, from the Virgin 
Islands Corporation with the thought in mind to raise sugarcane on 
the better land and other crops on the land not so suitable to sugarcane. 

Mr. Cuuporr. They must be doing pretty well if they are able to 
take the employees away from the Virgin Islands during harvest 
season. 

Mr. Murpuy. I am not sure they are the growers who are taking 
the majority of the harvest workers away from the Corporation, but 
I do believe that probably all but one or two of those dozen men are 
doing well. 

Mr. Cuuporr. Now, isn’t it true that if beans and tomatoes and 
other crops were grown over on St. Croix, the hotels on St. Thomas 
and the hotels on St. Croix could use those crops and not have to 
import them from Puerto Rico and other places? 

Mr. Murreny. They certainly import food from Puerto Rico and 
other places and if it was available there, on a dependable basis, I am 
sure that they would acquire it locally. 

Mr. Brownson. Mr. Chairman, how many other people are employed 
in the sugar operation besides the 500 who actually harvest the cane ? 

Mr. Murreny. As a matter of fact, in this report, I believe I have 
the month of April of last year shown, when there were about 600 
employees, other than cane cutters. 

Mr. Brownson. So, in other words, the total contribution to the 
economy is not to these 500 brought in as workers. There are con- 
siderable numbers of paid employees who are there the year around. 

Mr. Cuuporr. If the only function of the Virgin Islands Corpora- 
tion was to plant, harvest, and mill sugar, what Mr. Murphy says is 
true, but there are many employees who are supervisory employees, 
and they have other functions. They operate a powerplant, they 
operate a loan company, more or less, for small business in the Virgin 
Islands. They also operate the redevelopment authority. They have 
other functions, so that all of its employees are not employed in 
sugar. 

Mr. Brownson. The question might more properly have been put, 
then, how many people does the sugar operation of Vicorp employ 
other than those who come in during the harvest season alone ? 

Mr. Murrny. That is the way I understood your question and that 
is the way I answered it. There are between five and six hundred such 
employees. 
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Mr. Brownson. Your answer would have read improperly without 
that addition. 

Mr. Lanican. You were going through the specific suggestion, 
Mr. Murphy, when we started out. 

Mr. Morpny. After the business of cane cutters, I think the record 
of the Virgin Islands Corporation’s own sugarcane production opera- 
tion is such now in relation to its factory operation to indicate that 
the price paid for sugarcane is on the high side. 

Now, that price is in accordance with the determination of fair 
and reasonable price issued by the Secretary of Agriculture. As I 
mentioned before, the determination has been largely modeled on 
the companion determination for Puerto Rico. 

With more reliable cost data for the Virgin Islands now available 
I think the price of cane is high. I thing the price of sugarcane 
should be reduced and I would suggest that it be reduced about 10 per- 
cent from a pricing factor, for sugarcane yielding 10 percent sugar, of 
63 to one of 57. 

Now, that would really accomplish two things. With respect to 
the sugarcane that is grown by the Corporation, it wouldn’t have any 
monetary effect but it would eliminate a computed profit which, be- 
ginning this year, I think, will develop in the sugarcane operation, at 
the same time that the sugar factory is having large losses. If that 
gets publicized too much, it would certainly lead to requests for higher 
wages in the field, which I think would be undesirable because the 
wages now are higher than the productivity would seem to warrant. 

On the other side, with respect to sugarcane acquired from growers, 
it would actually reduce the amount of money that the Corporation 
has to pay by about $40,000. 

At the same time, growers, as compared to what they got in 1956, 
wouldn’t be out of pocket by $40,000, provided the Corporation does 
succeed in getting its sucrose losses reduced and as a result of the re- 
duced marketing expenses because of bulk shipment. 

Mr. Cuuporr. Mr. Murphy, I see it is getting near 4 o'clock and I 
promised the members we would adjourn. I just want to ask you one 
question: You said there were 600 people working—how many people 
working in the fields during the harvest season ? 

Mr. Murry. Mr. ¢ ‘hairman, I meant all of the local people em- 
ployed in the sugarcane and sugar enterprise of the Corporation which 
included the faci tory workers and the people hauling cane as well as 
those in the fields. 

Mr. Smiru. It is what? 

Mr. Murruy. Between 500 and 600. 

Mr. Cuuporr. You say they import 400 from the British Virgin 

Islands? 

Mr. Murrpuy. In addition to the local labor. 

Mr. Cuuporr. In your report I call your attention to table 14 where 
you compare an operation, a raw sugar operation of the Virgin 
Tslands Corporation, to a Louisiana mill. You have—I don’t know 
whether this covers just the mill but you have 136 employees in the 
mill for the year 1957. Now, where would the other employees be 
used, other than in the cutting of cane ? 

Mr. Murpny. In the hauling of cane, in cultivation work which 
goes on at the same time, and in ‘office work. 
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Mr. Cuuporr. What you are trying to tell us is, all told they use 
1,000 people to cut cane during the harvest season, 

Mr. Smirir. To cut and work the factory, too. 

Mr. Cuvuporr. They only have 136 or 138 0 erating the factory. 

Mr. Brownson. That doesn’ t include the office help and it doesn’t 
include these people hauling it in in the carts. 

Mr. Cuvuvorr. How many people do the hauling? 

Mr. Mureny. Mr. Chairman, I believe the information you want 
is on the table just preceding that, on table 13. It is for April, 1956 
and shows 109 people in cultivation work, 58 local cane cutters, and 
310 imported cane cutters, 78 working in the transportation of cane, 
206 at that time in the factory, 21 in supervisory roles, 27 clerical 
workers and 6 administrative workers, devoting their efforts to either 
sugarcane, or sugar. 

Mr. Cuvuporr. Now, Mr. Murphy, did you ever make a comparison 
between a Puerto Rican mill and the Virgin Islands Corporation mill? 

Mr. Murpny. Yes, sir, in this earlier report. 

Mr. Cuvporr. Isn’t it true the earlier report shows that it takes less 
people to operate the Puerto Rican mills, for the same type of work 
than it does the Virgin Island mill? 

Mr. Mureny. A great deal less. 

Mr. Cuvuporr. What percentage would that be? 

Mr. Mureny. At that time it seems to me that the Virgin Islands 
operation, just for the mill, had about 3 or 4 times as many man-hours 
per unit of sugar as the Puerto Rican mills. 

Mr. Cuvuporr. What is that caused by? Are they more skilled 
in Puerto Rico than they are in the Virgin Islands: 

Mr. Murruy. There were an awful lot of employees i in the mill 3 
years-ago whose services hardly seemed to be warranted. As a matter 
of fact, there was a feeling, you know, that this Corporation was a 
relief agency and was supposed to provide employment. 

Mr. Cuuporr. You mean a WPA? 

Mr. Murreny. Yes. It was an aftermath of that. I believe that 
the attitude is very much modified, at present. 

Mr. Cuvuporr. But it is still higher than normally a Puerto Rican 
mill would operate / 

Mr. Mureuy. Yes. The normal Puerto Rican mill is about two 
times as big, but even considering mills of the same size, the man- 
hours required in the factory per unit of sugar, are very ‘much less. 

Mr. Cuvporr. Do you feel if the functions of Vicorp were taken 
over by the Virgin Islands government they could operate the sugar 
mill and the growing of sugar in just as efficient a fashion 4 

Mr. Murreny. Person: ally, I dont. I think it is difficult for govern- 
ment to operate as efficiently as a private independent individual. 

Mr. Cuvuporr. You would differ with the recommendations made 
by the General Accounting Office? 

Mr. Murrny. On that point, yes, sir. 

Mr. Brownson. How many weeks out of the year are these imported 
sane cutters utilized ? 

Mr. Murry. From early in February until the end of May. 

Mr. Brownson. A third or a quarter of the year, we will say. 

Mr. Murrey. A third. 


90694—57——33 





502 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Mr. Brownson. Your figures show 310 imported workers, as op- 
posed to 503 local workers, making a total of 813. 

Mr. Murrny. Yes. 

Mr. Brownson. Those 310 would only be imported for about a 
quarter of the year. 

Mr. Mureny. That is right. 

Mr. Cuvuporr. The factory doesn’t operate as many during the off 
period, either. 

Mr. Brownson. I am taking a specific month of April which is at 
the height of their season but I was curious to determine how long 
the imported labor stays there. 

Mr. Murruy. From 100 to 140 days. 

Mr. Crvuporr. We will adjourn at this time and reconvene at 10 
o'clock in the morning. 

(Whereupon, at 4:10 p. m., the subcommittee adjourned to reeonvene 
at 10 a. m. the following day, Wednesday, March 6, 1957.) 
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ACTIVITIES OF THE VIRGIN ISLANDS GOVERNMENT 
AND THE VIRGIN ISLANDS CORPORATION 





WEDNESDAY, MARCH 6, 1957 


House or RepresENTATIVES, 
SuspcoMMITTEE ON Pusiic WorKs AND Resources 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to adjournment at 10:15 a. m., 
in room 1537, House Office Building, Hon. Earl Chudoff (chairman 
of the subcommittee) presiding. 

Present : Representatives Chudoff, Moss, Hoffman, Knox, Brownson, 
and Smith. 

Also present: Arthur Perlman, staff director, and James Lanigan, 
subcommittee counsel. 

Mr. Cuuporr. The subcommittee will be in order. 

Mr. Murphy, would you come back again, so that the members of 
the subcommittee can understand what the plans of the committee are 
for the balance of the week? They might want to know for the pur- 
pose of taking care of their own commitments. We are going to have 
a session this morning, and in view of the fact that the agricultural 
bill on the floor of the House is listed for 6 hours of general debate. 
we will have a session this afternoon, a morning session tomorrow, but 
no session tomorrow afternoon, because I understand the bill is quite 
controversial, and they are going to read it for amendments under the 
5-minute rule, and there are many, many amendments. 

I hope every member of the subcommittee had a chance to read 
the 1957 report of the Commodity Stabilization Service, Sugar Divi- 
sion, of the Department of Agriculture. I thought in view of the fact 
that Mr. Murphy had only highlighted the report,.and the informa- 
tion contained therein was very important to the conclusions that we 
might reach, that we should place it in the appendix of the record, 
if there is no objection. 

After discussing this report with Mr. Perlman, I would like to 
determine, for what it is worth, whether or not the subcommittee feels 
that the report is such that every Member of Congress would be 
interested in it, in view of the problems of the Virgin Islands Cor- 
poration charter. If so, we could incerporate it, by reference, in the 
subcommittee files, and have a committee print of the report dis- 
tributed to all Members of the House and the Senate. 

If there is no objection, I think we will do it that way. It is so 
ordered. 

Mr. Cuuporr. Mr. Murphy, I believe Mr. Lanigan has several othe) 
questions that he didn’t get to yesterday. 
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Mr. Lanican. Mr. Murphy was just giving us some of what he be- 
lieves the specific recommendations should be. He has gotten to about 
page 9. I just wonder if he would continue with those s specific recoi- 
mendations. Then we can discuss them. 


FURTHER STATEMENT OF TOM 0. MURPHY, ECONOMIST, 
DEPARTMENT OF AGRICULTURE 


Mr. Murpny. Yes. sir. 

I think we had just disposed of the matter of harvest labor, cane- 
cutters, and the desirability of matching the cutting of cane with the 
ability of the factory to process the cane. 

It seems to me that it is possible in that area to improve operations 
to an extent that would result in savings of about $35,000 a year. 

The third recommendation in this report is that the Corporation at 
the next fair-price hearing conducted by the Department of Agricul- 
ture recommend that the price paid to growers for cane be reduced. 
Under the Sugar Act, the Secretary of Agriculture determines the fair 
price for sugarcane. And in past years, because operational data on 
the Virgin Islands was so unrealistic, the determination has been 
modeled very much after the one that applies in Puerto Rico. 

Now, in 1956, and I feel sure in 1957, the Corporation’s own opera- 
tions with respect to growing sugarcane are so improved as compared 
to the past, and the factory operations, although improved, are not 
improved to nearly the same degree, as to indicate that consideration 
could well be given to reducing the price paid for sugarcane. 

In addition to that, the Virgin Islands’ sugarcane is very high in 
fiber, which is very costly to mill, providing a second reason for con- 
sidering a reduction in price paid for cane. 

In the event sugarcane prices were reduced as far as the rate is 
concerned by, say 10 percent, the Corporation, on the 40 percent of its 
cane which it purchases from independent growers, would gain to the 
extent of $40,000, and growers obviously would not get that $40,000, 
but they would have gained in other areas, namely, “from the better 
recovery of sugar that the Corporation should get, ‘and from the sav- 
ings that they are assured as a result of the bulk shipment of sugar 
which would total, oh, between $30,000 and $35,000, as compared. to 
1956. 

Mr. Laniean. The latter two changes you mentioned aren’t related 
to the decrease in sugarcane in any way. That is, if those two opera- 
tions improved shipping and improved recovery, they should take 
place whether or not the price of sugarcane is lowered or remains as 
it is. 

Mr. Mourpny. Yes, sir. And in the event they take place, and the 
price of sugarcane is not lowered, why then the actual dollar and cent 
value of sugarcane to the growers will increase substantially. 

Mr. Lanican. I think you indicated that a price of sugarcane is 
set by the Department of Agriculture, and whatever price is set, all 
people purchasing sugarcane have to pay at least that price; isn’t 
that true? 

Mr. Morpny. Yes, sir; that. is in accordance with the Sugar Act. 

Mr. Laniean. Could you just give us a little description about 
showing how those prices are set ? 
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Mr. Murpny. Yes. Each year the Department conducts a hearing 
i? each of the domestic areas, the subject of which is the fair and 

sasonable price for sugarcane for the subsequent crop, and the inter- 
edtnd parties have an opportunity to present their views and recom- 
mendations; that is, the processors as well as the sugarcane producers. 

In addition to that, the Department gathers cost data in all of the 
domestic areas, and uses as one of the ‘standards in such determina- 
tions the relative cost of producing sugarcane, on the one hand, to 
the relative cost of processing sugarcane, on the other hand. 

There are other standards that are used in developing the price 
that eventually comes out in the price determination, but the equities 
of the matter, namely, the costs that each of the 2 parties sustain, 
has a great deal to do with what is regarded as a fair sharing of the 
returns between the 2. 

Mr. Lanican. Normally, do representatives of the sugar mills that 
purchase cane appear at these hearings, and attempt, you might say, 
to get the cane price down while the growers attempt to keep the 
‘ane price up? Do you have a controv ersial situation arising there? 

Mr. Murpny. Yes, sir. 

Mr. Laniean. Each side presents its own case, in a manner of 
speaking; is that correct? 

Mr. ve Hy. Yes, sir. 

Mr. Lanican. Has the Virgin Islands Corporation ever appeared, 
requesting that the price of cane be lowered or kept lower? 

Mr. Murrny. Well, the Virgin Islands Corporation has appeared 
at each of the hearings each year in the Virgin Islands. To my knowl- 
edge, they have not recommended a reduction in the rate of payment 
for sugarcane but, if I might add, up until very recently they li lave not 
had very much of a case to} present either. 

Mr. Lanican. Would you say that the initiative in getting the rate 
for sugar lowered would have to come from the Virgin Islands Cor- 
poration ? 

Mr. Mcrrny. It should. 

Mr. Cuuporr. May Lask a question at that point? 

I believe you told us yesterday, Mr. Murphy, that during the h: ar- 
vest season, during the cutting of cane season, conditions in the Virgin 
Islands were such that when the independent producers had cane to 
harvest, they were able, by outbidding the Virgin Islands Corpora- 
tion, to get most of the native labor in 1 their « anefields. 

Now, if you should decide to issue an order cutting the price of sugar 

cane 10 percent, as you recommend in your report, that means that 
the income to the independent producers would be cut and they in turn 
would probably have to cut wages. If they cut wages, then there would 
be an opportunity for more natives to work for the Virgin Islands 
Corporation rather than the other Virgin Islands fields; is that true? 

Mr. Murpeny. That would certainly be the influence. 

Mr. Cuvporr. Well now, there is another question I would like to 
ask you. I believe a man by the name of Canaday, who has consider- 
able agricultural interests in St. Croix, both in sugarcane and cattle— 
he certainly would be interested in keeping the price up; wouldn’t 
he? 

Mr. Murpuy. The price of sugarcane ? 

Mr. Cuvporr. Incidentally, I think the record ought to show Can- 
aday is also director of the Virgin Islands Corporation. 
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Mr. Sire. Who is, Mr. Chairman? 

Mr. Cuuporr. Ward Canaday. 

Mr. Murrny. I think that any sugarcane grower in St. Croix has 
really two legitimate objectives: One is to get as much money as he 
can from the cane he is cutting right now, and the second one is to as- 
sure himself of a processing facilitity on the island to make possible 
the marketing of his sugarcane over the long pull. So I would sus- 
pect he would have a mixed reaction. 

Mr. Cuuporr. What I am trying to bring out, Mr. Murphy, is, there 
would be some sort of diversity of interest. On top of that it would 
be quite awkward, because I believe the Secretary of Agriculture is also 
a member of the Board of the Virgin Islands Corpor ation. 

Mr. Murrny. He is. 

Mr. Cuuporr. He would be sort of judge and jury in this thing, and 
also probably one of the counsel interested in low rates. It is quite 
difficult, isn’t it, im this particular complex situation where one of the 
members of the Board is an independent producer, and the Secretary 
of Agriculture is also the fellow who makes the order to determine 
what the price of sugar is. It doesn’t work out quite as well as it would 
in other sections. 

Mr. Murpuy. Certainly I can understand Mr. Canaday could have 
i problem. 

Mr. Cuuporr. And so would the Secretary of Agriculture have a 
problem. 

Mr. Murruy. Well, under the law, he must determine the fair and 
reasonable price for sugarcane. J don’t think that that would con- 
flict with what he would regard as in the best interests of the Virgin 
Islands Corporation, on whose Board he also serves pursuant to law. 

Mr. Cuvporr. I think, perhaps, that your report is written in the 
best interests of the Virgin Islands Corporation, and the entire sugar 
industry in the islands, but I just wanted to bring out for the record 
how complex this thing gets with the independent produe ers being a 
member of the Board of the Virgin Islands Corporation, and the Sec- 
retary of Agriculture. It isa mixed-up problem. 

Mr. Murrny. It is complex. 

Mr. Brownson. Mr. Chairman, you have been in the Virgin Islands, 
and I haven’t. Isn’t this interrelationship characteristic of all the 
problems affecting this company, because there are so few people in 
the Virgin Islands who are experienced and in a position to take an 
interest in the operation of the company, such as holding the direc- 
torships? You are bound to get a complex interre}: ationship that is 
hardly avoidable. 

Mr. Cuuporr. I agree with you, Mr. Brownson, but all we are trying 
to find ont from these hearings is what to do about the charter of the 
Virgin Islands Corporation, and come June 30, 1959, we can’t wait 
until June 29, 1959, to do something about it. We certainly are going 
to have a problem to decide what recommendations we are going to 
make. I just wanted that in the record to bring out what the situa- 
tion is as far as the Virgin Islands Corporation is concerned. 

Mr. Brownson. I don’t know Mr. Canaday; I never heard of him 
before these hearings were announced. I notice there are three busi- 
nessmen on the Board of Directors. I believe the mandate of the 
charter is that a certain number of Directors should be businessmen. 
How many businessmen have you got in the Virgin Islands? 
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Mr. Cuivporr. I believe you will find in the record the number of 
businesses, but there are several hundred of them, but it appears to me, 
since the primary business of the Virgin Islands Corporation is sugar, 
certainly you ought to have somebody on the Board that knows some- 
thing about sugar. 

Mr. Brownson. Right. 

Mr. Suiryu. Mr. Chairman, on the number of these workers, how 
many are we talking about? Can you give us an idea about that? 
What I am getting at is this: You mentioned reducing the price. 
They might get some of them back, when they go to the private indi- 
viduals to get more money at the time of the cutting season. How 
many people are we talking about / 

Mr. Murriy. We are t talking about local canecutters available dur- 
ing the harvest season ? 

Mr. Suirxu. Yes. I know the figure is in the report. But do you 
estimate there are several hundred more that might be available, or 
is that about the limit, this three hundred some ? 

Mr. Mcrrrry. Well, a few years back, say 5 years back, there were 
above 500. Three years ago there appeares d to be less than 500, sub- 
stantially less than 500, available to the Corporation and to private 
growers. At the present time, I don’t think that there are as many 
as 200 available to anybody for cutting cane down there. 

Mr. Smiru. Not that many? 

Mr. Mureny. Not 200. 

Mr. Smiru. If they did make the private people pay more, would 
that tend to make them go and import some more people, too? 

Mr. Mureny. That alonc might not do it, but if they weren’t as- 
sured of having their cane cut by local people, they certainly would 
take measures to bring in others whom they could be assured of. 

Mr. Smirn. I understood you to say, as the cane grows it has to be 
cut at pretty much a set time, in order to get the most value out of the 
cane. Is that correct? 

Mr. Murreuy. That is correct; yes, sir. 

Mr. Smiru. Thank you. 

Mr. Lanican. You were on the last point discussed, which was the 
lowering of the price of sugar. Are there any other recommenda- 
tions ? 

Mr. Mureny. In the report here? 

Mr. Lanican. Yes; specific ones. 

Mr. Murpuy. Yes, sir. The next one has to do with the supplies 
and services that are used by the Corporation and appear as charges 
to the processing of sugar. They are high. One of the reasons that 
they are high is because of a substantial adjustme nt to the inventory 
of stores and supplies that ran $45,000 in 1955, and roughly $35,000 
in 1956. In addition, the quantity of fuel used is quite high, and sup- 
plies and services in general are substantially above the experience in 
other areas. I believe that this is an area that can well be used to 
reduce costs by a substantial amount. 

Mr. Lanican. How could that be accomplished? We hear that the 
Virgin Islands Corporation is rather remote, has to keep a consid- 
erable amount of supplies on hand, and it has a lot of old equipment, 
so they have to have supplies there to service this old equipment. Do 
you have any idea how this particular recommendation could be car- 
ried out ? 








508 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Mr. Mourruy. That is a problem; and under the optimum condi- 
tions, I assumed services and supplies would run about double what 
they run in other domestic sugar areas, allowing for the condition 
that you referred to. 

I think, though, that better control over the stores inventory and 
better purchasing to avoid piling up a stock of obsolete material, of- 
fers, a substantial area for improvement. 

Secondly, I think there is also room for improvement in the quantity 
of supplies that are actually used in the operation, that is, fuel and 
lime, et cetera. 

Mr. Lanican. Under your recommendations, then, you would still 
leave the Virgin Islands Corporation twice the sup sly cost that sugar 
operations elsewhere use, and even if they cut it ioe n to that twice 
as much, they would still be saving money; is that right ? 

Mr. Murpny. Yes, sir. 

Mr. Lanigan. How much could they save in this field ? 

Mr. Mourpny. It seems to.me there is an area of about $90,000 here. 

Mr. Lanican. A year? 

Mr. Murpuy. A year. 

Mr. Lanican. Then I notice your last recommendation which you 
have listed here is that the Corporation should initiate a program 
aimed at the development of the production and marketing of short- 
season crops on a commercial scale. Can you tell us how this would 
help Vicorp’s financial picture ? 

Mr. Murpny. I don’t think it would help their immediate financial 
picture, and I also think that the sugar enterprise can be made self- 
sustaining, but just in case that doesn't t prove to be the fact, and it isn’t 
made self- sustaining, then I think it is highly desirable that progress 
be made on dev eloping other uses for the land and, of course, for the 
agricultural workers who may be available there. 

Mr. Lanican. From your observation, would you say it would be 
possible to produce crops other than sugarcane on a profitable basis 
on St. Croix? 

Mr. Murrny. I have discussed that with people in St. Croix, and 
the general consensus, it seems to me, as far as natural resources are 
concerned, is yes, it would be profitable. As far as the other factors 
of production are concerned, that depends pretty much on the alterna- 
tive opportunities for what labor and capital is there. 

Mr. Lanican. Couldn’t Vicorp take the lead in this program in 
developing, say, a marketing cooperative, to supply marketing serv- 
ices for crops other than sugarcane ? 

Mr. Mureny. I think so. And I think Vicorp is in better position 
to do it than private individuals on St. Croix. 

Really, I think there are two major problems here. One is that 
you can have a 1-year crop disaster, or even a 2-year disaster, which 
would be a condition that causes private individuals to hesitate. And, 
secondly, there is the problem of creating a market for the produce, 
and that is not easy, because usually people that are buying want to be 
assured of a source of supply. They aren’t too anxious to risk a new 
source. That is a substantial problem area, and I think Vicorp is in 
a better position to cope with it than anyone else is likely to do. 

Mr. Lanican. You were on St. Croix shortly after the fire occurred 
on January 23, 1957. Could you tell us what effect the fire will have— 
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what effect you think the fire will have on the operations this year, 
so far as the profit- and-loss picture is concerned, other than the fire 
damage itself / 

Mr. Murpny. That is a conjecture, of course. Without question, 
there is a hazard, that operating without all of the service facilities 
may cause more lost time than otherwise would have occurred. For- 
tunately, the machine shop, although damaged, is operating, and if 
you have to lose all but one shop that is a good one to retain. I feel 
that there is a possibility that they can have a major breakdown that 
would cause substantial lost time because they don’t have service facil- 
ities as they had a year ago. But I think that that is fairly unlikely. 

Mr. Lanican. How about the week that was lost in the starting up 
of the factory ? 

Mr. Murruy. I don’t think that would affect operations too much, 
because the sucrose content of the cane is better along about the end 
of March and April than at any other time of the year. So the 
shorter the season, centered on the time that I indicated, - higher 
the recovery of sugar. So by starting a week late, if they can get 
their daily grind up, as much as I think they can, even this year, they 
will be better off than had they started on the scheduled time. 

Of course, if they don’t get their grind up, and if they run into 
late June and July, it could be a very expensive proc ‘edure and they 
would be better advised to cut off operations than to try to finish 
the crop. 

Mr. Lanitcan. That is because the sugarcane harvested so late 
doesn’t have the sucrose content 

Mr. Mureny. Yes. And conditions are usually wet, and the cane 
is in such condition that the mill cannot extract even the reduced 
quantity of sucrose which is in the juice. 

Mr. Lanican. Now, in the time that you have gone through the 
mill—I think you have been through there at least tw ice, in 1953 
and again in 1957. Had you observed any fire stations or fire extin- 
guishers in the mili? 

Mr. Murreuy. No; but that could have been my fault. I didn’t 
regard myself as an expert in that line, and, frankly, in 1953, I doubt 
if I gave it any consideration at all. In 1957, the fire having occurred, 
I did think about it. 

Mr. Lanican. You didn’t see any fire hydrants or anything like 
that ? 

Mr. Murenuy. I didn’t; no. 

Mr. Lanican. In the last part of your report you mention certain 
measures you understand are being taken to improve the fire protec- 
tion there. Can you tell us the source of that information? 

Mr. Mureny. Yes. I got that information in discussions with the 
officers and personnel of the Corporation; mainly the chief field 
administrator and the transportation superintendent. And, of course, 
on the basis of that information, which includes the installation of 
six hydrants, it is easy enough for me to conclude the hydrants weren’t 
there prior to the fire. 

Mr. Lanican. The only other question I have. You may have 
heard the General Accounting Office representative state they thought 
the depreciation was too low on certain items of equipment. Your 
1953 report was accompanied by one by Dr. Keller, in which he stated 





510 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


that the depreciation rates were too high, although he didn’t specify 
any particular equipment. 

Do you have any opinion as to whether the depreciation used in 
the Corporation’s accounting at the present time is realistic 4 

Mr. Mvrrny. I think the annual charge for depreciation, even 
after the rate reduction which has occur red, j is very much on the high 
side. Now that occurs because the property is valued very much 
higher than property which will accomplish the same results is valued 
in other sugar areas. So I think that the depreciation charge ‘is 
still high, regardless of the rates. I agree with the remark that was 
made here yesterd: iy that the chances are the rates used by taxpayers 
in Puerto Rico have a bias on the high side and the rates of the Treas- 
ury Department as promulgated for illustrative purposes, probably 
have a bias on the low side. 

Mr. LaniGan. Do you have any observation as to the length of 
time that the items of equipment mentioned will last as compared to 
the time set up on the books of the corporation? I think there were 
2 turbines referred to and 2 other items. 

Mr. Murpuy. Well, certainly, I would also agree that on property 
abandoned and disposed of in recent years, there has usu: ally been the 
need to write off a part of the value, which would indicate that the 
property had not been depreciated to the extent that it should have 
been during its serviceable life. And that would suggest that the rates 

are not high enough. 

So in answer to your question, I believe that the rates presently used 
are on the low side, but I think that the annual depreciation charge 
is still very high. 

Mr. Laniean. That is due to having too high an original cost in 
the books ? 

Mr. Murpny. Yes. In other words, the factory and the supple- 
mental apparatus has been purchased over more than a 20-year period. 
In fact, some were acquired at the beginning of that period from 
another operation. I think capital improvements have been made in 
a manner that results in the factory having an unrealistically high 
book value. 

Mr. Laniean. In the sugar report issued by your Commodity Stabil- 
ization Service for December 1956, there is a table on the status of 
1956 sugar quotas as of November 30, 1956. It shows the Virgin 
Islands with a 12,000-ton quota with a footnote which states, “Deficit 
proration of 3,326 tons was made.” 

Could you explain to us just what the quota is and the effect of the 
deficit proration, and how it came about ¢ 

Mr. Murpiry. Yes,sir. Prior to the recent amendment to the Sugar 
Act last year—last year, I mean in 1956—the quota for the Virgin 
Islands was 12,000 tons. That was changed under the amendment 
so that when the quota in the United States is at a certain figure lower 
than the present consumption estimate, the quota for the Virgin 
Islands becomes 15,000 tons. 

Then they share in all further increases in the domestic market. 
Last year they had a quota of somewhat in excess of 15,000 tons, and 
their production was less than 13,000 tons, so they were not in position 


to fully use the quota available to them, and it was prorated to other 
domestic areas. 
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Mr. Lanican. That is all I have. 

Mr. Curvporr. Mr. Moss, do you have any questions ? 

Mr. Moss. No. 

Mr. Cuuporr. Mr. Brownson. 

Mr. Brownson. No more questions. 

Mr. Cuuporr. Mr. Smith. 

Mr. Smiru. No. 

Mr. Cuuporr. Thank you, Mr. Murphy. 

Mr. Mureny. Thank you. 

Mr. Cuvporr. Our next witness is Kenneth A. Bartlett, President 
of the Virgin Islands Corporation. 

Doctor, do you have a prepared statement ? 


FURTHER STATEMENT OF KENNETH A. BARTLETT, PRESIDENT, 
VIRGIN ISLANDS CORPORATION 


Mr. Bartierr. No, sir; I do not. 

Mr. Cuuporr. Would you like to speak generally before the ques- 
tioning starts / 

Mr. Barrierr. I would like to speak generally before the questions 
start. 

Mr. Cuuporr. Before you make your statement, would you identify 
yourself for the record, please ? 

Mr. Bartrierr. My name is Dr. Kenneth A. Bartlett, President, 
Virgin Islands Corporation. 

Mr. Cuvuporr. You may proceed, Dr. Bartlett. 

Mr. Barrierr. Mr. Smith made a rather facetious remark yesterday 

about why anyone would want to return to the Virgin Islands. I 
would only like to say at this point that we would be delighted to have 
him come, and Tam sure he would appreciate some of the reasons why 
some of us like to live in the Virgin Islands and work in the Virgin 
Islands. 

\s for myself, I have been a career Government employee and will 
complete 27 years of service in April of this year. I went to Puerto 
Rico in the field of tropical agriculture in 1935, became the director of 
the Federal experiment station at Mayaguez, in charge of agricultural 
research, in 1941. I served in that capacity until going to the Virgin 
Islands as President of the Corporation in December 1953. 

Through my associations with agricultural research in Puerto Rico, 
and due to the fact that I was appointed Director of Agricultural Re- 
search for Puerto Rico and the Virgin Islands in 1952, I have a con- 
siderable background of experience in the area and feel that I am well 
acquainted with the problems. 

I served with Secretary Benson, as adviser, while he was a member 
of the Board of Directors of Vicorp during the calendar year 
1953, prior to actually taking my position as President of the Corpora- 
tion. Thad been consulted on many occasions as to agricultural prob- 
lems of the Virgin Is lands Corporation prior to my leaving Puerto 
Rico. Particularly, insect problems, and general problems on which 
our staff in Mayaguez was able to help. I, therefore, have been closely 
associated with the Virgin Islands Corporation for many years besides 
being its President since December 1953. 

I considered the position of P resident of the Corporation as a chal- 
lenge, when it was offered to me by the Board of Directors. There was 
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a tremendous amount which I knew could be done; there is still a tre- 
mendous amount still to be done. I have had a good deal of personal 
satisfaction in accomplishing what I have done and been able to do to 
date, and the accomplishments I consider to be quite significant. 

The position of the Corporation has changed from one that was 
losing an average of at least half a million dollars a year to a loss last 
year of slightly over $200,000. While I may disagree with Mr. Mur- 
phy’s analysis—we discussed this while he was there, and have dis- 
cussed it since—I am going to be foolish enough to stick my neck out 
to say that I think we will make money this year, and show a profit. 
I have before me a report that came in this morning by airmail which 
summarizes the first 26 days of our sugar-grinding operations for this 
year. I think Mr. Murphy mentioned that he had noted considerable 
improvement in the factory. I can assure you that the results to date 
certainly bear out his statement. 

I don’t want to go into this in a lot of detail. There area few signifi- 
cant figures that were brought out yesterday. For example, he indi- 
cated that 81 percent was perhaps the optimum that we could ever 
expect to attain in efficiency in our recovery of sugar. During the 
past 2-week period, the efficiency for the recovery of sugar was 80.2 
percent. 

He mentioned the question of lost time, and the coordination of cane 
deliveries in connection with a satisfactory operation of the factory. 
At a minimum, we can expect 14.5 percent lost time for lack of cane. 
That is due to the fact that the laborers simply will not cut cane on 
Saturday afternoons and Sundays, and we must close down for a short 
period over the weekend. This also affords us an opportunity to clean. 
The percentage of lost time will, at a minimum, run 15 percent. Our 
run for the 26 days, the past 2-week period, amounts to 16.10 percent, 
which I think is a very commendable record. 

Our yield of sugarcane, fortunately, shows a much more favorable 
osition than last year. We are running approximately 1.3 percent 
igher than last year, which means we will produce a great deal more 

sugar per ton of cane ground. He mentioned the question of supplies 
in the factory as an area in which we could make considerable reduc- 
tion. Withthis I am in full agreement. 

Last year—in fact, I would like to go back to my first year of opera- 
tion with the Corporation. As I said, I joined the Corporation as 
President in December 1953. We started crop in February 1954. 
There was actually very little that I could do at that time to make 
any changes in the factory, and I had to work with what was available. 

During the first approximate 50 days of crop we had burned in the 
factory 70,000 gallons of fuel oil at a cost of 12 cents a gallon. I prob- 
ably did one of the most unprecedented things in the history of the 
sugarcane industry, and that was to discharge my factory superin- 
tendent in the middle of the crop and decided to carry on with my 
assistants, because of the poor showing which we were making. 

We were able to employ a new engineer in September of 1954, but 
unfortunately he was not able to do too much toward helping results 
in 1955, and it is only now that we are beginning to see the results of 
his work in 1957. 

As of this moment, or rather last Sunday when we shut down, we 
had burned during the first 26 days of crop, 5,514 gallons of fuel oil as 
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compared to 60,000 in the same period a year ago. I fully agree with 
Mr. Murphy’s analysis, that it can be done. You might be interested 
to know how in part T feel this was ace omplished. I first must pref- 
ace my remarks with the fact we have had favorable weather this 
year. It has been dry, and that is conducive to the use of less oil. 

Ifowever, in order to provide some incentive for the men to maiii- 
tain better control of the boiler station I set up a sliding scale whereby 
if we burned less than 1 gallon of oil per ton of cane, I would pay the 
boiler foreman 5 cents more per hour for the entire crop. If they 
burned less than 0.75. I would pay them 10 cents. If shit burned 
less than 0.5, 1 agreed to pay them 15 cents per hour. The total cost to 
the Corporation, if they get the 15 cents per hour, amounts to about 
S682, based on last year’s crop. As of this moment we have saved ap- 
proximately $6,000 over last year in this particular operation. I 
think this illustration indicates some of the problems which we have 
in trying to develop an incentive for better work from the labor 
available. 

We have a similar situation in connection with our molasses, which 
also Mr. Murphy mentioned—losses in molasses—which come into this 
question of efficiency of 80.2 percent. Last year our loss in molasses 
ran in the vicinity of 1.2 percent, I believe, or possibly a little higher. 
We arranged an incentive program with the centrifugal operators to 
give us a higher pol sugar and to run the sugar for a longer period 
through the centr ifugals, give it a better drying. As a result, in the 
last run the percentage of sugar in the final molasses is 0.8, which is 
a figure any mill can be proud of. 

The question of depreciation has been discussed at considerable 
length here. It was pointed out by Mr. Murphy that our de- 
preciation rates are considerably higher than any other area, and 
this is correct. It has been brought about by the factors thi at he 
mentioned, and the only comment that I would like to make in con- 
nection with it is that prior to 1955 and 1956 there had been no 
writeoff whatsoever of obsolescent materials on the part of the Cor- 
poration. We are therefore talking about an $88,000 deduction in 
depreciation for compar: ative purposes, but no mention has been made 
of the fact that $38,000 in 1956, and $45,000 in 1955 was written off in 
obsolete mater ials, for tractor parts, automobile parts that went back 
as far as 1940 and which were still on inventory and being carried 
on inventory, and which had never been written off by the Corpora- 
tion. 

As to local canecutters, and the question of their taking better jobs 
or not being available for cane cutting, while it is true that a per- 
centage -and I would say it was probably less than 50 percent—of 
the men available to Vicorp go outside to take cane-cutting jobs, most 
of them stay with Vicorp to operate tractors, or work in the factory 
or do the type of operations which will bring them more remuner- 
tion, and they leave the cane cutting to the imported laborers. 

It should also be pointed out that the local growers of sugarcane 
imported, this year, 96 workers from the British West Indies, in addi- 
tion to those importe | by the Corporation. 

I think, Mr. Chairman, that is a genera] summary of my statement 
at this time, and I would be glad to answer any questions. 

Mr. Cuuporr. I think Mr. Lanigan has some questions to ask you. 

Mr. LAntean. About how many of the c cane—you said about 50 per- 
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cent stayed in the factory and worked in the factory, and 50 percent 
went out working for private operators—about how many canecutters, 
numerically, is that? 

Mr. Bartietr. That would represent less than 50. 

Mr. Laniean, 50? 

Mr. Bartietr. 50 to 75; I would say 75 at the most. 

Mr. Lantean. That went out? 

Mr. Bartiett. Yes. 

Mr. Lanigan. Why would they go to work for a private operator 
rather than continuing inthe factory ? 

Mr. Bartietr. They go in part because the Corporation encourages 
them to go. We need the growers’ cane in order to operate the factory 
efficiently. 

Mr. Laniean. Do they get a higher wage, too? 

Mr. Bartietr. No, sir. 

Mr. CuuporFr. Then Mr. Murphy was mistaken when he said they 
leave because they get more money cutting cane for the other oper- 
ators ? 

Mr. Barttetr. In my opinion, they do not get more money for cut- 
ting cane for private growers. The rate per ton is generally the same 
throughout the entire area. There is very little competition between 
growers and Vicorp from that standpoint. 

Mr. Lanican. Now, when we had our hearings in the Virgin Is- 
lands last year, you were in the midst of an arbitration proceeding, 
] believe, relating to the price of molasses? 

Mr. Bartietr. Yes, sir. 

Mr. Lanican. Could you tell us what has occurred since then with 
respect to that ? 

Mr. Bartiett. Yes. I would like to give a little background on it 
for the benefit of the members of the committee. 

Mr. LAnican. All right. 

Mr. Barrietr. The Corporation has 2 contracts for the sale of 
molasses to the local distilleries, 1 with A. H. Riise Distillers Corp., 
owned by Mr. Ralph Paiewonsky, and 1 with the Sugar Cane Indus- 
tries, owned by Mr. Gordon Skeoch. 

The contract with Mr. Paiewonsky was based on the sale of the 
distillery which was formerly owned by Vicorp to Mr. Paiewonsky, 
in which, as a part of the sales agreement, we agree to sell and he 
agrees to buy 70 percent of all of the molasses produced by Vicorp; 
that was in order to insure him the majority of the supply for the 
operation of his distillery. 

The remaining, except for approximately 30,000 gallons, which goes 
tor cattlefeed, is sold under contract to Mr. Skeoch, of the Sugar 
Cane Industries. 

The contract provides that the price will be negotiated in December 
or prior to December 31, of the calendar year preceding crop. This 
year, in view of the rapid increase of molasses during the past calen- 
dar year, I proposed in December a price of 17 cents per gallon, which 
represented a rollback of approximately 9 to 10 cents a gallon fromm 
the New York and New Mess markets, where we would have to 
ship our molasses if we were forced to ship it off the island, and it 
would cost us that much, more or less, for transporting and incidental 
expenses, storing, and so forth, 
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The 17 cents was not acceptable to either of the distilleries, and they 
made the request that we go to arbitration. As Vicorp’s arbitrator, 
I appointed Mr, A. A. Greenwood, from the Sugar Dvision of the 
United States Department of Agric ulture. Mr. Paiewonsky and Mr. 
Skeoch acted jointly as arbitrators for the distillers, and we were ex- 
tremely fortunate in obtaining the services of the chief justice of the 
Supreme Court of Puerto Rico, Mr. Cecil Snyder, as the third arbi- 
trator. ‘The arbitration took place on February 22 and 23, Saturday 
and Sunday, about 2 weeks ago, and the final arbitrated price was 
10 cents per gallon. 

[ personally feel that the price of 10 cents per gallon is too low, for 
the reason that the price is not fair to the sugarcane growers and that 
the distilleries are also trying to obtain a subsidy from the local gov- 
ernment. The price is not low enough for them to justify a subsidy, 
and it is not high enough to represent a fair market value, the price 
which Vicorp and the sugarcane growers should obtain. But this was 
the arbitators’ price, and under the rules of our contract we are bound 
by a 10 cents per gallon molasses price for the present yea 

Mr. Cucvorr. Where did I hear a pe ice of 5 cents a tas 

Mr. Barrierr. That is the prior year, sir. 

Mr. Cuvporr. In other words, this is the first time you are getting 
more than 5 cents a gallon? 

Mr. Barrterr. Yes, sir. 

Mr. Moss. What is the cost of production for a gallon of molasses? 

Mr. Barrirrr. Molasses is actually a byproduct. 

Mr. Moss. The cost has gone up, too? 

Mr. Barrierr. It is very difficult to put an exact cost on it, sir. 
Most sugarcane factories consider that if they can get a good price for 
their molasses, that is the real profit in their operation. 

Mr. Cuvpoorr. I believe this committee raised the question as to why 
you were selling the 2 distilleries down there the molasses for 5 cents 
a gallon, when I think the market price in Puerto Rico was 21 cents. 

Mr. Barrierr. Yes. 

Mr. Cuvporr. You answered by saying that in view of the fact that 
you had convinced certain individuals on the islands to buy the distil- 
lery not operating but owned by the government, formerly producing 
what we called Government House rum, you agreed to sell it to them 
for 5 cents a gallon so they could reh: ibilitate the distillery, and they 
would get a certain number of people on the islands to work in the 
distiller y, and have income from it. 

Mr. Barrierr. I don’t think that was my exact statement, sir. 

Mr. Moss. Where are the distillery products sold ? 

Mr. Cuvporr. Will you just let Dr. Bartlett answer that question 2 
What was your exact statement, sir? 

Mr. Barrierr. I think my exact statement was, as I made here, the 
price is determined in December. In December of 1954, when the 
price was determined for the crop year of 1955, molasses was selling 
at that time for less, or at least no more than 10 to 12 cents a gallon on 
the New York and New Orleans markets. 

Mr. Cuvuporr. I think that figure is correct. But wasn’t there a 
further explanation you had to sell it che: aper in order to sell it to the 
distillery ? 

Mr. Barrierr. I m: iy have commented on that, and that was prac- 
tically the basis of Judge Snyder's arbitration, and why he deter- 
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mined the price of 10 cents, because he felt the whole economy of the 
Virgin Islands was bound up in the question of molasses production 
and the use by the distilleries and the resultant income from the in- 
ternal-revenue tax. He felt if we placed a higher price on molasess 
there would be the danger of forcing the distilleries to close down. In 
fact the distilleries pleaded they would be put out of business if they 
had to pay more than 7 cents a gallon for molasess. 

Mr. Eresker: Now would you answer Mr. Moss’ question ? 

Mr. Moss. Where do you sell the distillery products ¢ 

Mr. Barrierr. They are sold largely in the United States, sir. We 
do not sell it; that is private. 

Mr. Moss. What price does it bring? 

Mr. Bartierr. I could not answer that question. Retail, rum sells 
for $7 a case in the Virgin Islands. I don’t know what they obtain 
for it in bulk sale in barrels in the United States now. 

Mr. Moss. Does the rum from the Virgin Islands compete with the 
product they produce in Puerto Rico? 

Mr. Bartietr. Yes; it is definitely a competitive product. 

Mr. Moss. What do the distillers in Puerto Rico pay for molasses? 

Mr. Bartterr. I understand one of the large distilleries in Puerto 
Rico closed for a price of 18 cents a gallon this year. 

Mr. Moss. You mean it stopped production because it would have 
to pay 18 cents? 

Mr. Bartietr. No, sir; they paid 18 cents per gallon. 

Mr. Moss. Oh, they paid 18 cents per gallon ? 

Mr. Bartierr. Yes, sir. 

Mr. Moss. Youare getting 10 centsa gallon here? 

Mr. Bartierr. Yes, sir. 

Mr. Moss. And you have no cost assigned to molasses ? 

Mr. Bartierr. No, sir. 

Mr. Moss. I would just like to have the staff contact some of the 
producers, the private producers, and determine whether they assign a 
cost to molasses ? 

Mr. Bartierr. I think Mr. Murphy might be able to throw some 
light on that, if you wanted to call him back. 

Mr. Moss. Even the byproduct, I thought, in most industries, has 
some cost assigned to it. 

Mr. Siri. I assume the cost is in some place in the overall opera- 
tion. 

Mr. Bartietr. Yes; but you can’t produce the sugar without pro- 
ducing the molasses. 

Mr. Moss. Well, I know that. 

Mr. Cuuporr. You have a certain amount of overhead in producing 
molasses. : 

Mr. Barrier. In the handling of molasses, only, from the time it 
leaves the centrifugal until it goes to the tank, you have the overhead of 
depreciation on your tank, your storage, and the delivery. 

Mr. Moss. For tax purposes, the private producer would hardly 
assign no cost to his molasses. 

Mr. Smirn. Now, from the Vicorp corporation, does it make any 
difference whether he has $20,000 cost. on molasses, and $40,000 on 


sugar—it is all collective, he has the same amount—does it make any 
difference ? 
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Mr. Moss. Yes; if he is losing $200,000, it makes quite a difference 
where you assign the loss. 

Mr. Saurn. It might, I don’t know. 

Mr. Bartierr. We are actually losing. Of course, if we were able 
to get the 17 cents I requested—we are then losing 7 cents on approxi- 
mately 750,000 gallons of molasses. 

Mr. Moss. If you were losing on the entire operation, then it seems 
to me you are losing on the molasses. 

Mr. Brownson. Of course, the molasses would be there, whether 
they ran it down the drain or whatever they did with it. That is the 
whole point. It is an unavoidable byproduct. 

Mr. Barrierr. Yes. 

Mr. Brownson. You are producing sugar and the molasses is a com- 
plete byproduct with no additional cost of production, except for 
provision of the storage facilities. 

Mr. Cuuporr. Except for one thing, it is bringing 17 cents other 
places; why should Vicorp sell it for 10 cents? 

Mr. Brownson. There you are talking about a market seeking its 
natural price level. 

Mr. Cuuporr. Which would reduce the deficit, if they got 17 cents 
rather than 10 cents. I think everybody will agree to that. 

Mr. Brownson. Why don’t we ask the sugar expert here, Mr. Mur- 
phy, whether he knows of any sugar mill that assigns a cost to produc- 
tion of molasses? 

Mr. Cuuporr. Could you answer that question, Mr. Murphy? 

Mr. Murrpny. The practice in the sugar industry is to regard mo- 
lasses as a necessary byproduct, and to develop costs for producing 
«2 unit of sugar plus a related quantity of molasses. Then the returns 
for the sugar and the molasses are matched against those costs. 

Mr. Moss. Then for purposes of accounting, they do assign a cost 
to molasses ? 

Mr. Mcurpny. Or it might be said that a cost is assigned to a quantity 
of sugar and the related quantity of molasses. 

Mr. Moss. The molasses are not a drug on the market, are they? 
There is a pretty good market. 

Mr. Murpny. Certainly not at the present time. 

Mr. Bartietrr. At the present time, no, but there have been times. 
As Mr. Brownson mentioned, there were times in the Virgin Islands 
when molasses was dumped in the ditch to dispose of it. 

Mr. Cuvuporr. That is why the government closed the Government 
House distillery, because they couldn’t get any market for the rum. 

Mr. Moss. There is a market for both now; isn’t there? 

Mr. Cuuporr. I guess there is, if it brings 17 cents a gallon. 

Mr. Moss. It is 10 cents a gallon at the current time. 

Mr. Bartietr. Yes. 

Mr. Lanican. Were you deducting from the free market price when 
you asked 17 cents, the cost of transportation of molasses from the 
Virgin Islands to the mainland or to Puerto Rico? 

Mr. Barrierr. Yes. 

Mr. Lantean. So, in other words, you were already taking off all 
transportation cost ? 

Mr. Bartierr. That is correct. 
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Mr. Laniean. If the distillers in the Virgin Islands wanted to buy 
the molasses from anyone else, they would have to pay the market 
price, plus transportation ¢ 

Mr. Bartierr. Plus transportation; that is correct. 

Mr. Lanigan. What would you say they would have to pay to buy 
molasses from Puerto Rico and have it transported ? 

Mr. Bartierr. It would cost them approximately 4 cents a gallon 
for transportation from Puerto Rico. 

Mr. Lanican. What would be the price, 18 cents ? 

Mr. Bartuerr. Eighteen cents was a recent large sale I am aware of. 

Mr. Lanican. So that would be about 22 cents / 

Mr. Bartierr. Twenty-two cents. 

Mr. Lanican. From other sources ? 

Mr. Bartierr. Yes. 

Mr. Cuuporr. Dr. Bartlett, do the distilleries in the Virgin Islands 
have to buy molasses outside of the Virgin Islands, or do you have 
enough capacity to keep them in operation ? 

Mr. Bartierr. They have made a practice of buying molasses in 
the past. I don’t believe they are going to be in a position to buy it 
this year, from the way their present financial picture is and the cost 
of molasses. 

Mr. Laniean. Actually, this results in the Virgin Islands Corpora- 
tion, rather than the Virgin Islands government, subsidizing the rum 
industry. 

Mr. Barrierr. That is correct. 

Mr. LanieGan. But the Virgin Islands government gets two or more 
million dollars in matching funds, due to the existence of the rum 
industry ; isn’t that so? 

Mr. Bartierr. That is correct. 

Mr. Lanican. So it would seem that the agency which gets the 
benefit of it should do the subsidizing, wouldn’t you say / 

Mr. Bartrierr. That was my proposal. 

Mr. Lanican. But it ends up you are doing the subsidizing ? 

Mr. Bartierr. That is correct. 

Mr. Lanican. What difference would it make if you got 17 cents; 
how much more would you get this year / 

Mr. Soirx. $50,000. 

Mr. Barrruetr. $50,000. 

Mr. Laniean. That makes a diffeernce of $50,000, the 7 cents does? 

Mr. Barrierr. Approximately. 

Mr. Moss. As I understand, you sell 30,000 gallons of molasses for 
livestock feed. What price do you get ? 

Mr. Barrierr. Thesame price. We don’t differentiate. 

Mr. Moss. In other words, your arbitration develops a price which 
is applied equally throughout the Virgin Islands? 

Mr. Bartierr. That is correct. 

Mr. Moss. Is the 30,000 gallons used on the islands for livestock feed, 
or is it sold off the islands ? 

Mr. Barruerr. Directly on the islands. 

Mr. Moss. Would you have a market away from the islands them- 
selves, for molasses, for other purposes ? 

Mr. Barrierr. Other than shipping it to the United States, where 
it would probably go into cattlefeed. 
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Mr. Moss. You would have a market in the United States? 

Mr. Barrietr. Yes, sir. 

Mr. Moss. Do you have any idea what price that market would 
yrovide ¢ 
Mr Bartrierr. The last price I saw was 27 cents per gallon. That 
has been the market price for most of this year. 

Mr. Moss. In the United States ? 

Dr. Barriery. That is landed in the United States, in tank cars. 

Mr. Moss. What is that? 

Mr. Bartiert. We estimate that cost from 7 to 9 cents. 

Mr. Moss. You still come out with about 17 to 18 cents? 

Mr. Barrirerr. 17 to 18 cents, that is where I arrived at my 17 cents. 

Mr. Moss. You are subdizing the distiller at about 7 or 8 cents a 
eallon on the molasses sold in the Virgin Islands? 

Mr. Barrierr. That is correct. 

Mr. Moss. How many gallons do you produce? 

Mr. Barrierr. We will produce about 700,000 this year, probably— 
600,000 to 700,000, Our recovery at the moment is 5 gallons to the 
ton. Actually, if it continues at the same rate, we will produce 
650,000 gi allons this year. 

Mr. Moss. About $50,000 subsidy ? 

Mr. Bartietr. Yes, 

Mr. Smirn. Mr. Bartlett, do these private sources—will you be able 
to dispose of all vour molasses there? 

Mr. Baricerr. They must buy, and we must sell, under the contract. 

Mr. Saari. You won't have any left over ? 

Mr. Barrierr. No, sir. They wish we had more. 

Mr. Smiru. Do they have money enough to pay you? 

Mr. Bartierr. Oh, yes. 

Mr. Moss. We give them a margin of profit on their rum, in compet- 
ing with Puerto Rico? 

Mr. Barrierr. They still claim they are going to need a subsidy 
from the government at this 10-cent price. They are going to ask the 
government of the Virgin Islands for a subsidy. 

Mr. Moss. How about the rum in Puerto Rico; it is subsidized ? 

Mr. Barrierr. The rum industry of Puerto Rico is subsidized indi- 
rectly by a substantial contribution by the government from the return 
of their internal-revenue funds. This year, for example, I just. read 
recently, they are putting in $1,600,000 into advertising Puerto Rico 
rum in the U nited States. You see these advertisements in most of the 
better magazines, Esquire, and that type of thing, where ahey concen- 
trate on the advertising of Puerto Rico rum. 

In addition, the Virgin Islands government—I mean the Puerto 
Rican government—supports a rum institute, which I would guess 


might have a budget of as much as $250,000 a year, to help them with 
their problems. 


Mr. Moss. To develop markets? 

Mr. Bartierr. To develop markets, improve the product, research 
on the product. 

Mr. Moss. What subsidy do they have there ? 

Mr. Bartierr. As far as I know, none, except those two: promo- 
tional and indirect subsidies for research. 

Mr. Lantean. I think you said Mr, Paiewonsky and Mr. Skeoch are 

| the principal owners of the two distilleries; is that correct ? 
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Mr. Barrierr. That is my understanding, sir. 

Mr. Laniean. And they were actually members of the—they, in 
effect, then chose themselves to be members of the board of arbitration ? 
Mr. Barrterr. That is correct. 

Mr. Laniean. There is no object to that under the contract ? 
Mr. Bartierr. No, sir. 

Mr. Lanigan. What standard does the contract set for the board of 
‘bitration to vse in setting the price of rum ¢ 

Mr. Barrierr. There are no standards. 

Mr. Lanican. It just says they will set the price of rum 4 

Mr. Bartierr. Of molasses. 

Mr. Laniean. Pardon me; of molasses. 

Mr. Barterr. Yes. 

Mr. Laniean. We ought to havea copy of that for the record. 

Mr. Cuuporr. Can you supply the committee with a copy of that 
contract and mail it to us? 

Mr. Bartierr. Yes. 

(The contract has been placed in subcommittee files. ) 

Mr. Kwox. Dr. Bartlett, do you have a firm contract with the dis- 
tillers? 

Mr. Bartierr. Yes, sir. 

Mr. Knox. When was it drawn up ? 

Mr. Bartierr. The original contract was drawn up in 1951, and 
revised in 1953. 

Mr. Knox. Is it automatic? 

Mr. Barttertr. It continues. 

Mr. Knox. Renewal? 

Mr. Bartrerr. It continues for the life of the Corporation, with a 
renewal for 15 years thereafter if the Corporation is extended for the 
life of it. 

Mr. Knox. Will you state that once again? 

Mr. Barrterr. It is for the life of the C orporation, which is June 
30, 1959, with a proviso that, if the Corporation is extended by Con- 
gress, there will be a renewal of another 15-year period. 

Mr. Knox. Do I understand Vi icorp. entered into the contract with 
the distillery for a period of the Vicorp’s existence ? 

Mr. Barrietr. Yes, sir. 

Mr. Knox. How could you project your views into the future, until 
1959, and be able to be realistic in the price that you were going to 
charge? 

Mr. Barttertr. No; the price was to be negotiated each year—under 
the contract the price is negotiated each “year—but if we are not 
able to arrive at a satisfactory price, then we go to arbitration. 

Mr. Knox. In other words, then, it is not a firm contract ? 

Mr. Bartierr. Not a firm price. It is a firm contract with the ex- 
ception of price, sir. 

Mr. Knox. Firm contract for the output ? 

Mr. Bartietr. For the output. Seventy percent of the output in 
the case of the A. H. Riise Distillers. 

Mr. Knox. Did I understand you to say, the distillery is receiving 
the output of the refinery; that is, as far as molasses is concerned, is 
it a 4-cent differential in the market price ? 


1 Bartietr. No. Considerably lower than that. Is it 27 cents 
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Mr. Murpny. Yes. 

Mr. Bartterr. The price of molasses has held at 27 cents; during 
October or November it reached that point, and it has been very steady 
since then. Under the arbitration, the arbitrators arrived at a price 
of 10 cents per gallon. 

Mr. Knox. W Vell, when will the contract be up for renegotiation on 
price? 

Mr. Bartierr. Not until December of 1957 for the coming crop, 
for the 1958 cro 

Mr. Kwox. When did you negotiate; in December 1956? 

Mr. Bartierr. Yes, sir. 

Mr. Knox. What was the price of molasses at the time you nego- 
tiated the contract ? 

Mr. Bartierr. In the same vicinity, it was varying from 25 to 27 
cents. 

Mr. Knox. What justification did the Vicorp have in setting an 
arbitrary price of 10 cents? 

Mr. Bartierr. We did not have any. 

Mr. Knox. You negotiated the c ontract ? 

Mr. Bartterr. No, sir. I made a proposal to the distillers of 17 
cents per gallon. The distillers refused my proposed price and the 
matter went to arbitration. 

Mr. Knox. The contract was such that the arbitrators would set 
the price? 

Mr. Bartierr. That is correct. 

Mr. Knox. But you don’t have—the Vicorp does not have an op- 
portunity to break the c ontract which you have? 

Mr. Bartiertr. No, sir. 

Mr. Knox. Who were the arbitrators ? 

Mr. Barrierr. The arbitrators were Mr. A. A. Greenwood, of the 
Sugar Division of the United States Department of Agr iculture ; the 
representatives of the two distilleries represented themselves, Mr. 
Paiewonsky and Mr. Skeoch; the third arbitrator was Chief Justice 
Cecil A. Snyder, of the Supreme Court of Puerto Rico. 

Mr. Moss. You had four of them; didn’t you? 

Mr. Bartierr. They acted jointly; the distillery representatives 
acted jointly. 

Mr. Cuuporr. Doctor, when you finally agreed on a price of 10 
cents, was there a printed report or a written report of the arbitra- 
tion board ? 

Mr. Bartierr. Justice Snyder wrote me just confirming the price, 
and saying he would submit a complete statement from each of the 
three arbitrators expressing their opinions in regard to how the price 
was arrived at. 

Mr. Cuuporr. There is nothing in the record to show exactly what 


each member of the board of arbitration felt you should get for your 


molasses ? 
Mr. Bartierr. No; that will be forthcoming, however. 
Mr. Cuvporr. I wonder if you could send that to us when you get 
it? 
Mr. Barttert. Certainly. 
Mr. Cuuporr. Mr. Knox. 
Mr. Knox. My question is answered. 
Mr. Cuvuvorr. Mr. Brownson, do you have any questions? 
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Mr. Brownson. Yes, Mr. Chairman. 

To reiterate one point, this whole matter of the longtime contract 
between the distilleries and Vicorp was a matter of fact somewhat of 
a quid pro quo for the sale of the distilleries at the time the Govern- 
ment disposed of them; wasn’t it ? 

Mr. Bartiert. That is correct. 

Mr. Brownson. The purchasers wanted to be assured if they put the 
money in the distilleries, that over a long period of time they would 
have a supply of molasses. The price was ‘left open to arbitration so it 
could be adjusted, and I suppose it will be adjusted as the distilleries 
prosper. 

Mr. Moss. How much did we sell the distilleries for / 

Mr. Brownson. I believe it was $68,000. Again that was an arbi- 
trated figure. 

Mr. Moss. How much did we have invested in them ? 

Mr. Bartietrtr. Ninety-three-thousand-odd dollars. 

Mr. Moss. Were we losing money in operating them / 

Mr. Barrterr. In operating the distilleries? 

Mr. Moss. Yes. 

Mr. Barrurrr. They made money during one year of operation. 
That was back in the 1940's. I was not with the Cor poration then. 

Mr. Moss. We were losing money or were we not operating during 
recent years? 

Mr. Bartierr. We didn’t operate. It was just standing there. 

Mr. Moss. We provided a market then for the molasses ¢ 

Mr. Bartterr. That is correct. 

Mr. Cuuporr. As a matter of fact—— 

Mr. Moss. Approximately what would we have gotten if we hadn't 
provided the market? We sold for $68,000. 

Mr. Barrietr. A book value of $93,000. 

Mr. Moss. $93,000 book value; we provide a $60,000 annual sub- 
sidy, in the price of molasses, and what is it, $2 million from the 
island government to the distilleries ? 

Mr. Bartterr. Well, yes; any funds the Virgin Islands government 
collects are matched by the internal-revenue funds. It has been in 
the vicinity of $2 million. 

Mr. Moss. How much of that goes back to the distillers? 

Mr. Bartierr. None directly. 

Mr. Moss. They get a subsidy in the price of molasses? 

Mr. Bartrierr. That is what it amounts to; yes, sir. 

Mr. Moss. Nothing from the island government? 

Mr. Barrierr. They intend to ask the Virgin Islands government 
to subsidize them, inasmuch as they feel they cannot pay more than 
7 cents per gallon which is their figure, for the economic production 
of rum. 

Mr. Moss. I don’t know if we rescued anything of value here. 

Mr. Brownson. If Mr. Mien will yield, there is one other point. 
I think enters into that calculation. It is a question that I don’t 
know whether anyone has raised vet or not. That is, if the distilleries 
were not there, what woul | Vicorp do with the molasses / 

Mr. Moss. There is a stateside market of about 27 cents, and ap- 
proximately 8 or 9 cents—— 

Mr. Bartierr. There is at the present time, but there has not been 
in the past. 
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transportation factor to the United States, or is that a price picked 
up at pomt of production / 

Mr. Barrierr. That is f. o. b. tank car, New Orleans or New York. 

Mr. Cuvuporr. Dr. Barlett, in order to get this picture a little clearer 
on the record, do you of your own knowledge know approximately 
how much the distillers spent in rehabilit: ating this distillery which 
was falling apart ¢ 

Mr. Barierr. I believe they have quoted figures in the vicinity of 
$400,000. TI would certainly agree they have spent no less than $250,- 
000 to $300,000, from my own observations. 

Mr. Cuvuporr. Did they get a loan from the Virgin Islands Cor- 
oration for the purpose of using it to rehabilitate the distillery? 
fies much was that / 

Mr. Barrierr. $100,000. 

Mr. Ciruporr. They also asked for another $100,000. 

Mr. Barrierr. No, sir. 

Mr. Cuvporr. They never made an application for another loan? 

Mr. Barrierr. No, sir. 

Mr. Moss. May I inject myself there ¢ 

Mr. Cuuporr. Yes. 

Mr. Moss. I want to get this subsidy straightened out in my mind. 
Because of the operation of the distillery, there are certain taxes col- 
lected by the island government, and for each dollar of tax they col- 
lect we then give them a dollar? 

Mr. Bartierr. That is correct. 

Mr. LAanican. Let me straighten that out. 

Mr. Moss. I want it straight. 

Mr. Lanigan. The United States matches dollar for dollar all taxes 
collected in the islands. Hlowever, the source of the matching funds 
from the United States Treasury is the internal-revenue collections 
from the rum imported into the United States from the Virgin 
Islands. So that rum tax is the source of matching funds, and the 
United States pays that to the Virgin Islands to match all other taxes 
collected in the Virgin Islands. 

Mr. Moss. It looks as though we have gotten hold of a deal that we 
can't possib ily gain on: doesn’t it ? 

Mr. Knox. Dr. Bartlett, as I recall your testimony in the Virgin 
Islands, that the cause of the ‘onl of the distillery was brought about 
because of Congress not wanting the Government to be in the distillery 
business ¢ 

Mr. Bartrierr. That is correct. 

Mr. Knox. And it was necessary, upon the sale of the property, 
that you have this firm contract in order to get a buyer? 

Mr. Barrietr. Yes, sir. I was not in on those previous discussions, 
but the minutes and the background—— 

Mr. Knox. That is the history of it. 

Mr. Bartierr. That is the history of it. 

Mr. Brownson. Actually, Mr. Chairman, aren’t we missing one 
little thing in this latest colloquy? That is, since the fact the primary 
purpose behind this subsidy is to provide employment for Virgin 
Island citizens, can the witness give us the approximate number of 


them employed in the distillery, and the approximate number of 
them employed in processing the molasses? 


Mr. Brownson. Does that stateside price of 27 cents include a 
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Mr. Cuvuporr. That was the exact question I was going to ask. Do 
you know how many people work in the distillery, and what probably 
is their gross income per year as employees of the distillery? 

Mr. Bartierr. I would not know their gross income. Approxi- 
mately 80 employees are on a full-time basis when they are distilling, 
and approximately 20 during the dead season when they are not dis- 
tilling. 

Mr. Knox. What is the period of distilling? 

Mr. Bartierr. Last year they distilled from April through October, 
I believe. 

Mr. Brownson. Do they have warehouses in connection with the 
distillery, where they age the rum? 

Mr. Barttetr. Yes, sir. 

Mr. Cuvporr. Do you have any questions, Mr. Smith? 

Mr. Smirn. Other than am I correct in assuming that the law pro- 
hibits the government from being engaged 

Mr. Barrierr. The Virgin Islands charter prohibits—the law 
which organized the Virgin Islands Corporation prohibits the Cor- 
poration engaging in any industry concerned with the production of 
alcoholic spirits. 

Mr. Smiru. And then I would assume—— 

Mr. Cuuporr. You will find, Mr. Smith, if you read the committee 
reports on that, especially in the Senate, there was quite an ado about 
it whether the government should or should not be in the rum business. 

Mr. Smiru. I suppose the drys, and so forth, have a lot to do with 
why the law was changed. 

Mr. Cuuporr. I think the bill originally came out of the House 
allowing the government to be in the rum business, but when it got 
to the Senate they took it out. I think that is the history of it. I am 
no sure. 

Mr. Smirn. We are talking about this money—actually when we 
got down to the fact, it is the United States consumer of the rum which 

ays the tax which ultimately goes back to the Virgin Islands, isn’t 
it, rather than the Government of the United States? Wouldn't that 
be correct? The tax goes on to the drinker or the consumer. 

Mr. Bartiert. Yes. 

Mr. Cuuporr. That is true at Puerto Rico. The only difference 
between Puerto Rico and the Virgin Islands is, the Virgin Islands 
only get half, but Puerto Rico gets all. 

Mr. Sairn. Where does that money go? 

Mr. Bartierr. That supports the government of Puerto Rico. 

Mr. Cuuporr. And it amounts to about $100 million a year. 

If there are no further questions 

Mr. Moss. I have another question. 

Mr. Cuuporr. Pardon me. 

Mr. Moss. As I recall yesterday we had some discussion on the 
Comptroller General’s report of the government of the Virgin Islands 
on some of their tax practices, the forgiveness provisions, applied to 
certain business activities. 

Do you know whether or not the distiller down there is receiving 
this up to 75 percent subsidy for taxes paid in connection with this 
new business activity ? 
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Mr. Cuuporr. Well, I don’t know offhand, but we are going to have 
Governor Gordon and also representatives of the Interior Depart- 
ment. They may be in position—can you answer that question ? 

Mr. Bartierr. I know they have applied for tax exemption. I do 
not know whether it was granted. 

Mr. Moss. That would be on income taxes ¢ 

Mr. Barrierr. Yes, sir. That would be on their—their entire 
operation for bringing in supplies, and so forth. 

Mr. Moss. I knew there were some questions regarding practices on 
real property. I woncer what the assessing procedure is in connection 
with thist 

Mr. Barrierr. I have no information on that whatsoever. 

Mr. Knox. I believe, Mr. Moss, you will find in the record that was 
made on the islands, that the tax procedures are not good, but never- 
theless they are a part of the record. I believe Mr. Lanigan will re- 
call the interrogation of the witnesses that brought out their tax 
practices. 

Mr. Lanican. The record made on the island with respect to the 
tax practices was taken primarily by the Interior Committee, and I 
don't think that is a part of our record. 

Mr. Knox. Oh, yes; it isa part of our record. 

Mr. Cuvuporr. We had the tax assessor before us, I guess, for better 
than 3 or 4 hours one day down there. I think she { gave us quite a 
forthright answer to every question that we asked, and ‘also made some 
recommendations. That is only the taxing of the real estate in the 
Virgin Islands; it had nothing to do with any other type of taxes. 

We also had, I think, some questions on their excise taxes, from 
the finance director. If you read the record, I think you will find 
that in there, Mr. Moss. 

Mr. Knox. Mr. Chairman, we have our colleague, Mr. Jonas, with 
us, Who participated in the hearings in the Virgin Islands. I am 
going to raise a question, and I hope, Mr. Jonas, that you will feel 
free to inject your thinking into it and any remarks that you may 
have. 

Mr. Jonas. I was not planning to have anything to say. I am just 
a Spectator. 

Mr. Knox. I should like to raise the question relative to the rum 
misl: - ling practices that were going on in the islands. 

Mr. Cuvporr. Mr. Knox, I don’t like to interrupt you at that point, 
but I want to say this to you, we are going to have an executive ses- 
sion, if I can ever get the full committee together to discuss the find- 
ings and a report on the investigation by our staff of a mislabeling of 
the rum products of the Virgin Islands. As you know, the Interior 
Committee—the Subcommittee on Insular Affairs held executive ses- 
sions on the Virgin Islands on that question while we were there. I 
have taken the matter up with Mr. Dawson, the chairman of the full 
committee, and he advises me that he has taken the matter up with 
the chairman of the Committee on Interior and Insular Affairs, and 
they are going to pursue that investigation; so in view of their con- 
flict of jurisdiction, he felt it would be a duplication, and therefore 
asked us not to go into the investigation. 

The committee was going to take that up themselves. We did 
make an investigation, and unfortunately we have not been able to 
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get our full subcommittee together since the Congress convened, but 
at the next meeting of the full subcommittee, Mr. Perlman will give 
you a full report on his investigation. 

Since the other committee has already started, we just thought we 
shouldn’t waste the time and duplicate the effort. 

Mr. Kwox. I have no desire to duplicate the effort on the part of 
any other committee of Congress, Mr. Chairman. And I was not 
aware that our staff had gone further into this esee of the mis- 
labeling of rum products on the islands. So therefore I shall with- 
draw my question. 

Mr. Crivuporr. Just to keep the record straight, if you will recall, 
when we raised the question when we were down there, as a result 
of your raising a question in executive session, I sent Mr. Perlman 
out to make an investigation, and he made an investigation and has a 
report for us. We haven't had all the members together, but I thought 
it was so important that we ought to have all the mer mbers together 
so we could give it to the full subcommittee. At the next meeting of 
the executive session Mr. Perlman will give that report. 

Mr. Horratan. I am sorry I came in late. Is that the one instead 
of marking it by year, they put the stars on so as to conceal the age 
of it? 

Mr. Ciruporr. Actually, I don’t know what they did. But I re- 
quested from Mr. O’Brien, who was the chairman of the subcommittee 
that had hearings in the Virgin Islands on that question, an oppor- 
tunity to find out what it was all about. They had hearings while we 
were there, and they didn’t even tell us they were going to have the 
hearings. We only found out indirectly they were having the hear- 
ings. Evidently what occurred is a matter of their province, and 
oy i haven't released it to us. I don’t _ whether Mr. Dawson will 
be in a position to get that or not. I don’t know what happened, 
except I was informed by the committee they were going to complete 
the investigation, they were partially through it, and had had some 
hearings in executive session on it. 

Mr. Horrman. One more: Was there any intimation they were 
going to look into the question of how that herd of Black Angus 
was sent down " ‘re on some deal ? 

Mr. Cuuporr. I don’t know anything about that. If you will give 
us the information I will be glad to have the staff haa at it. That is 
not Mr. Canaday’s cattle; is it? 

Mr. Horrman. What is that? 

Mr. Cuuporr. Mr. Canaday is the big cattleman on St. Croix. 
Does the cattle belong to him? 

Mr. Horrman. No; I understood it came from some Member of 
Congress that went down to the Virgin Islands. The question was 
raised either by this witness, the subcommittee, which is doing such 
an excellent job, or was it some committee of the Department of the 
Interior? 

Mr. Cuunorr. I have no information concerning any cattle prob- 
lem, other than the fact that they seem to think they can raise cattle 
on St. Croix, and I think Mr. Canaday is doing some sort of a nice 
job in being able to raise cattle. As far as mislabeling rum is con- 


cerned, they have taken that away from us, the C ommittee on Interior 


and Insular Affairs: and since the vy have started I thought we shouldn't 
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duplicate the efforts. What they have been doing is labeling rum 12 
years old when it wasn’t 12 years old, and 8 years old when ‘it wasn’t 
8 years old. 

Mr. Horrman. They would be better judges of that than we were. 

Mr. Cuuporr. I don’t know. I don’t know anything about the 
taste of rum. I don’t drink it. 

Mr. Horrman. They have been in the matter longer. It would be 
under the Department of Interior, I would assume, because the ques- 
tion is as to the age of the rum, not of the price of it. 

Mr. Cuuporr. That is right. Mislabeling. Probably the Bureau 
of Internal Revenue would be interested in it. I think maybe the 
Ways and Means Committee ought to really have the jurisdiction of 
it. 

Are there any further questions ? 

Mr. Smirn. I just want to make one comment. Mr. Moss has men- 
tioned the word “subsidy” on a number of occasions, and although it 
may amount to the same thing, that word is a very frightening word 
to me, and I would cert: tinly want to make a statement for the rec- 
ord that even though the price is only 10 cents, that I don’t think it 
is what we refer to as a direct subsidy. However, the results may be 
the same. 

Mr. Moss. I would observe the rose by any other name would be 
just as sweet. 

Mr. Cuuporr. Gentlemen, members of the committee, the next line 
of questioning that the counsel is going to ask of Dr. Bartlett is 
concerning the fire in the Virgin Islands that took place on Janu- 
ary 23, 1957. There are a considerable number of pictures taken by 
the staff when they were down there. I thought we might pass them 
around and take a 5-minute recess and let you look at them, so when 
the pictures are referred to you would understand the answers. We 
will take a 5-minute recess. 

(Short recess taken. ) 

Mr. Cuvporr. The subcommittee will be in order. 

At this point, before we resume the questioning of Dr. Bartlett, 
without objection let’s place in the subcommittee files the contract 
between the distillers who bought the former government distillery, 
and full copies of the arbitration report setting the price of molasses 
at 10 cents a gallon as of the January 1, 1957, date. 

ae documents are in subcommittee files.) 

Mr. Cuuporr. Mr. Lanigan, would you resume, and at this point 
sort of ‘ens your questions to the January 25 fire ? 

Mr. Lantcan. Allright. I believe Dr. Bartlett has a statement on 
the January 23 fire. 

Mr. Cxuporr. You may proceed, Dr. Bartlett. 

Mr. Bartierr. I am going to preface this with a few remarks. 

At the time of the January 23 fire I was returning to the Virgin 
Islands from hearings held before the Appropriations Committee 
that day. I was on the plane that night, and when I arrived in the 
Virgin Islands in the morning I was met at the plane and advised of 
the fire. Immediately I appointed a committee consisting of the 
controller, the assistant to the controller, and my personal secretary 
to take testimony from all those concerned, and I have here a copy 
of their report which I will read. 
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A fire of disastrous proportions broke out in the carpentry shop at Estate 
Lower Bethlehem during the early morning hours of January 28, 1957. The 
President appointed a committee to take testimony and make a report on the 
fire. The time the blaze was discovered has been established at approximately 
1:15 a.m. The night watchman, Thomas Hunt, making his hourly rounds of 
the factory discovered the fire at the back of the carpentry shop. He immedi- 
ately attempted to telephone Frederiksted to report the fire, but was unable 
to get the operator. He then sounded the siren and a large number of employees 
living in the Bethlehem area responded. One employee was dispatched in a truck 
to the King’s Hill police station to call the fire department in Christiansted. 

Another employee went to the home of M. O. Proverbs, manager of the sugar 
department, to advise him of the situation. Mr. Proverbs called the Chris- 
tiansted fire station from his home and then went to the scene of the fire. 
Francis 8S. Cantrell, maintenance supervisor, and other employees were suim- 
moned to aid in fighting the fire. 

The fire inspector, Lloyd Canegata, received a report of the fire at 2 a. m., 
from Mr. Proverbs, and arrived at the scene of the fire approximately 10 
minutes later. 

The assistant commissioner of public safety, George A. Matthias, was notified 
of the fire between 2:20 and 2:30 a. m., and arrived at the scene shortly 
thereafter. At the direction of the assistant commissioner a policeman was 
ordered to locate Gene Brady, maintenance man at the Alexander Hamilton 
Airport, and have him bring the airport fire truck; in addition, the public works 
department’s water truck was brought to Bethlehem 

The factory superintendent, D. C. Bolin, was notified at approximately 4 a. m., 
by messenger. Mr. Bolin arrived shortly thereafter. 

The manager of the power department, L. S. Martin, was also notified of the 
fire at approximately 4 a. m. by messenger. Upon arrival, Mr. Martin called 
the Frederiksted operator, and after a considerable length of time, received a 
sleepy “Number, please?” He finally contacted Cedric Canegata, the line chief. 
Shortly, he and several crew members arrived and disconnected the high voltage 
powerlines, thereby eliminating additional danger. 

Despite the early efforts of the Vicorp employees, who were battling the fire 
with the sugarcane fire-fighting equipment, the fire spread rapidly due to low 
water pressure. By daylight the fire was still smoldering, and the carpentry. 
blacksmith, electrical, welding, and machine shops and the lumber shed were 
completely destroyed. The majority of the tools and materials in these shops 
and the lumber shed was a complete loss. 

The cause of the fire cannot be definitely determined. However, at 2 p. m. 
on January 22, 1957, Egil Klint, assistant chemist, was passing in the vicinity 
of the carpentry shop and saw smoke through the window. Upon investiga- 
tion, he saw a pile of sawdust smoldering and called it to the attention of 
Arnold Johannes, assistant carpenter, who got water and put it out. Mr. Klint 
did not report the fire to anyone, as it appeared that it had been extinguished. 
No one in a supervisory level was informed of this incident. The supposition 
is that the fire had not been completely extinguished, and continued to smolder 
and ultimately burst into flames. 

Early in the morning of January 23, 1957, verbatim testimony was taken from 
the watchman and other employees at the scene of the fire. There was con- 
siderable confusion in the statements of the various employees due to strain and 
excitement rather than inaccuracies. The assistant commissioner of public safety 
submitted a copy of his report. The assistant manager of the municipal tele- 
phone service, James O’Neal Henderson, submitted an official report, including 
two signed statements of the operators concerning the telephone situation. He 
felt this necessary, as there had been implied criticism by the newspapers that 
the operators at the telephone exchanges had not been alert. This was ap- 
parently a justifiable conclusion due to the length of time necessary to get the 
initial calls through. 


The same day we also notified the agent in charge of the Federal 
Bureau of Investigation in San Juan, and they sent two FBI men to 
make a thorough investigation. We do not havea copy of their report 
as of this time. 

T have here copies of the statement T have read, copies of the letters 
to the Federal Bureau of Investigation, and copies of the testimony 


» 
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presented by the various witnesses who were interviewed by the in- 
vestigating group. 

Mr. Cuuporr. You say “when the investigating group.” Who do you 
mean, your investigating group ! 

Mr. Bartiert. Yes, sir. 

Mr. Cuuporr. Do you want these letters and statements made a part 
of the record, Mr. Bartlett ? 

Mr. Bartrerr. Yes, sir. 

Mr. Cuuporr. Without objection, they will be placed in the files 
of the subcommittee. 

Since putting statements in the record, since learning about this fire, 
under my direction part of the staff of the subcommittee went to the 
Virgin Islands for the purpose of making an investigation concerning 
the fire, and they took various statements from various witnesses which 
we have here, and since we are putting your witness’ statements in, 1 
think we ought to put the staff witnesses’ statements in at this point. 

Mr. Horrman. I want to make a technical objection. It is improper 
to put statements of that kind in where people who might be charged 
with some misconduct have no chance to be cross-examined. 

Mr. Cuuporr. I understand that, but we are allowing Mr. Bartlett 
to put the statements of all employees of the corporation in as a result 
of his investigation, and I am sure we are not accusing anybody of 
anything. Weare just trying to learn about the fire. 

Mr. Barrietr. These go far beyond the employees of the Corpora- 
tion. It is a complete investigation of people living in the vicinity. 

Mr. Cuuporr. I[ think the statements of our staff ought to be made 
part of this record and filed at the same time. When we go over the 
report we can determine the result. 

Mr. Bartuetr. I would like to include with my submission, a report 
on the properties lost in the fire. 

Mr. Horrman. Before you do that, my objection applies to all state- 
ments of that kind, on the grounds they are merely hearsay, and, of 
course, where they are in direct opposition to a statement where any- 
one is charged with some offense, he should be confronted with the 
witness, and given an opportunity to be heard. 

Mr. Cuuporr. I understand that. Your objection is noted on the 
record. 

Mr. Smrrn. Mr. Chairman, as a point of information: When do 
we get a chance to read those reports? Do we have to wait until they 
are printed up and reported ? 

Mr. Cuuporr. You can read them at any time. 

Mr. Bartiett. I have an original and three copies. 

Mr. Smirn. I don’t mean yours. I mean the staff’s. 

Mr. Cuuporr. We have some copies, if you want to look at one. 
This will just go in to the stenographer. 

Mr. Horrman. Of course, it is apparent to the chairman that the 
statements you referred to that were taken by the committee staff 
are hearsay on hearsay; it is only the staff’s opinion of what the 
witness thought happened. The committee accepts it—it is convic- 
tion without a hearing, on rumor. 

Mr. Cuuporr. They are interviews, for instance, one is an interview 
with George A. Matthias, another one is with I think the adminis- 
trator of St. Croix. They are the people on the spot. Of course, 
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you are not bound by anything that is in these statements, except as 
to what they told our investigators. I don’t know what is in your 
statements either, and I am leaving them in, in fairness to ever ybody. 
to the staff and you, Dr. Bartlett. 

Without objection, you may offer the property-damage statement. 

Mr. Bartierr. I would like to report on that if I may. 

Mr. Laniean. I would like to ask one question first. Does your 
statement include the statement of the telephone operator? 

Mr. Barrierr. No,sir. But I have that here. 

Mr. Lanican. He has been accused by other people of having been 
asleep. Hisstatement ought to be in. 

Mr. Barrierr. I would also like to include statements from Mr. 
James O’Neal Henderson, manager of the telephone system, and from 
Mr. Matthias. 

Mr. Cuvuporr. Let those go in the subcommittee files also. 

Mr. Lanican. The reason I say that, of course, is, the telephone 
operator says he wasn’t asleep. We ought to at least have his state- 
ment in here saying he wasn’t asleep. 

Mr. Knox. Off the record. 

(Discussion off the record.) 

Mr. Cuvuporr. On the record. 

Mr. Barttetr. In connection with the submission of the statement 
of the losses, I am very pleased to be able to say that they were con- 
siderably less than what we originally estimated. 

The Griginal cost of the buildings and equipment destroyed was 
$67,817. It had been depreciated as sof December 31, 1956, by $10,892, 
leaving a net book value or net loss of $56,954. I submit that state- 
ment: 

VIRGIN ISLANDS CORPORATION 


kKeport on property lost in fire at Bethlehem sugar factory, Jan. 28, 1957 


Original Accrued de- Net book 
cost preciation, value 
Dec. 31, 1956 


Lumber shed: 





Building $2, 467. 00 $1, 052. 78 $1, 414, 22 

Supplies j 5, 306. 09 5, 306. 09 
Carpenter shop: } 

Building = 1, 354. 00 650. 32 703. 68 

Equipment 7, 071. 35 3, 581. 72 3, 489. 63 

Supplies 3, 894. 96 3, 894. 96 
Blacksmith shop: Equipment 1, 007. 29 1, 007. 2 
Electric storeroon 

Building $14. 30 "AT 7 

Equipment 27. 16 2, 880. 70 

Motors, stators, coils, et 7,326, 53 
Electric shop 

Building 1, 719. 32 1, 200,45 | 518. 87 

Motors, coils, testing equipment 21, 167. 34 1, 890. 60 19, 276. 74 
Machine shop 

Building 3, 358. 00 1, 156, 83 2, 201. 17 

Equipment 3, 595. 67 618.77 | 2, 976. 90 
Contingency (unidentified item 5, 200. 00 5, 200, 00 

Total 67, 847. 41 10), 892. 93 56, 954. 4s 


Mr. Cuvuporr. Dr. Bartlett, did you ever determine what the re 
placement: cost would be ? 

Mr. Barrierr. The replacement cost, sir, is going to be in the vicinity 
of $150,000. 
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Mr. Cuvporr. In other words, your book loss is $57,000, but your 
replacement cost would be $150,000 ¢ 

Mr. Bartierr. That is correct, sir. 

Mr. Lanican. I just have a few questions. 

First of all, the statement that the operator—rather, that the watch- 
man—called the Frederiksted operator, depends on his statement of 
the fact ; is that correct ¢ 

Mr. Barrierr. Certainly. 

Mr. LANIGAN. You have no witness? 

Mr. Bartierr. No. 

Mr. Lanican. I just want to point out the Frederiksted operator had 
a counterstatement. I don’t know which one is correct. You say the 
fire started—was it at 1:15 a. m. that the watchman noted the fire? 

Mr. Barrierr. At approximately 1: 15a.m. 

Mr. LAntican. You say Mr. Proverbs called the fire department at 
Christiansted at 2 a. m.; is that correct ¢ 

Mr. Barrierr. The time is not here. 

Mr. Lanican. Then according to Mr. Proverbs’ statement, did he 
say he called the police department at 2 a.m. ? 

Mr. Bartierr. I will have to check his statement. I didn’t keep 
a copy of it. I don’t see any statement here about that. No: there 
is no statement here by Mr. Proverbs. I couldn’t answer your ques- 
tion. 

Mr. Lanican. When the official reported, from the fire department, 
he stated they called at 2 a.m. 

Mr. Barrierr. The fire inspector received the report of the fire at 
2 a.m. from Mr. Proverbs. 

Mr. Lanican. Mr. Proverbs called from his house; is that your 
understanding ¢ 

Mr. Barttetr. Yes, sir. 

Mr. Lantean. And so Mr. Proverbs, after he made that call, still 
had to get back to the factory, the sugar factory, to get to the site 
of the fire? 

Mr. Barrierr. That is correct. 

Mr. Lanican. Now, did Mr. Proverbs tell you what was being done 
to fight the fire when he arrived at the scene of the fire? 

Mr. Barrierr. We discussed it, of course, and my recollection is 
that he stated 1 of the 2 fire trucks were in operation at that time. 

Mr. Lanicgan. Why wasn’t the other one in operation ? 

Mr. Barrierr. I wouldn't know, sir; I was not there. 

Mr. Lanican. I see. He told us that the motor hadn’t been—they 
weren't able to start the motor. He didn’t tell you; is that correct? 

Mr. Barrierr. I don’t recall that he did particularly. I know 
they were both in operation shortly after he arrived. 

Mr. Lanigan. When you say the fire truck, just what do you mean? 

Mr. Barrierr. They are water tanks of approximately 3,000 or 
3,500 gallons each, with water pumps. We use them mainly for the 
fighting of field cane fires. 

Mr. Lantean. I see Do you know what the size of the hose is 
on each of those trucks ? 

Mr. Barrverr. I think it is 1% inch. 

Mr. Lanican. The size of the nozzle? 

Mr. Bartrierr. No, sir; I would not know. 
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Mr. Lanigan. I think Mr. Murphy’s report is that the nozzle was 
a three-eighth-inch nozzle. 

Mr. Barrierr. I wouldn't know. They are quite adequate, I can 
assure you, for fighting a cane fire. ; 

Mr. Lantcan. Is that why they were purchased, to fight cane fires? 

Mr. Barrierr. That is their primary purpose, fighting cane fires, 

Mr. Laniean. Are you aware that the size of them is about 1,100 
gallons? 

Mr. Bartrierr. Well, it could be. I am a poor estimator of that 
sort of thing. 

Mr. Lanigan. Was that the only equipment available at the factory 
for fighting the fire? 

Mr. Bartrierr. No, sir. 

Mr. Lantcan. Whatelse was there? 

Mr. Bartierr. The usual foam extinguishers, various other types 
of carbon tetrachloride extinguishers. 

Mr. Lanican. What type of fire-fighting equipment did you have 
at the time ? 

Mr. Bartierr. The usual type of fire equipment. 

Mr, Lanican. What do you mean by usual? 

Mr. Barrierr. Foam-type extinguishers, carbon tetrachloride ex- 
tinguishers. 

Mr. LaniGan. Where were they located? 

Mr. Barrier. At the site of the building. 

Mr. Lanican. Were they located at the site of the fire? 

Mr. Bartierr. Yes, sir. 

Mr. LaniGan. Were they used in fighting the fire ? 

Mr. Bartierr. I don’t know. By the time the fire was discovered, 
it had reached most of the equipment. 

Mr. Lanicgan. You mean the watchman was there at the factory, 
and the fire got such a start it was beyond the reach of any foam 
equipment ? 

Mr. Barruerr. That is what I understand. 

Mr. Lanican. Just how did that occur? 

Mr. Bartrietrr. Well, the way any fire occurs. 

Mr. Lanican. Well, have you checked the watchman’s tape to see 
whether he was doing his job ? 

Mr. Bartuetr. Yes, sir. 

Mr. Lanican. What did that show / 

Mr. Bartierr. That shows he was on duty. 

Mr. Lanigan. And what time was the last punch on the tape? 

Mr. Barrietr. We have estimated it at approximately 1: 15. 

Mr. Lanigan. Why do you say you estimate / 

Mr. Barrierr. Because of the fact the tape was improperly placed 
in the machine. 

Mr. Lanigan. What does the last punch on the tape show ? 

Mr. Bartierr. 11: 15, I believe. 

Mr. Laniean. 11:15 p. m.? 

Mr. Bartuierr. That is right. 

Mr. Lanican. You estimate that the tape was in the machine wrong ? 

Mr. Barrier. Yes. 

Mr. Lanicgan. Why do you estimate that ? 

Mr. Barrierr. The previous—for + or 5 nights previously, it had 
been running in that condition. 
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Mr. Lanican. Isn’t that tape supposed to be checked daily ? 

Mr. Barrierr. Yes, sir. 

Mr. Lanican. Had it been checked daily ? 

Mr. Bartierr. Yes, sir. 

Mr. Lanican. Do you have the tape here ‘ 

Mr. Barrier. Yes, sir. 

Mr. Lanican. Could we look at it / 

Mr. Baruerr. Certainly. 

Mr. Cuuporr. Before you bring the tape out, Doctor, how many 
watchmen’s stations do you have in the sugar plant—punch stations ¢ 

Mr. Barrierr. At that time we had two, sir. 

Mr. Cuvporr. How far was the nearest punch station from the point 
of the fire ? 

Mr. Bartietr. It was within, I would say, 30 feet. 

Mr. Cuvporr. So if the watchman had been properly patrolling his 
beat, and making punches properly, he should have been able to find 
that fire almost immediately before it had any chance to get underway. 
Is that right? 

Mr. Bartierr. No; I would not say so, sir. 

Mr. Cuuporr. How much area does he have to cover ‘ 

Mr. Barrierr. He covers the entire area of the factory. I have a 
map here showing that. You have a copy. 

Mr. Lanican. There is a copy of the map. Do you have the 
original ¢ 

Mr. Barrierr. I have the original here somewhere—I did have. 

Mr. Cuuporr. How far is each station from the other, if you know ? 

Mr. Bartterr. Beg pardon? 

Mr. Cuuporr. How far are the two punch stations from each other ? 

Mr. Bartierr. One hundred yards. 

Mr. Cuuporr. And how often was a punch supposed to be made? 

Mr. Bartietrr. Hourly. 

Mr. Cuuporr. Hourly? 

Mr. Barruerr. Yes, sir. 

Mr. Cuvporr. What was the watchman to do between the time he 
made the punches at the stations? 

Mr. Barrier. He is at the guardhouse at the entrance. 

Mr. Cuvporr. In other words, he is a guard for a period of time, 
then he makes an hourly tour? 

Mr. Barrierr. That is correct. I’m sorry, I seem to have mis- 
placed my map. 

Mr. Cuvuporr. Well, we will see if we can find it. 

Mr. Bartierr. I’m sorry, it is over here—I have so many papers. 

Mr. Cruporr. Where was the point of the fire—the start of the 
fire? 

Mr. Barrierr. Let me see how is the best way to orient this thing 
now—the fire started here in the carpenter shop. 

Mr. Cuuporr. And where is the watchman stationed ? 

Mr. Bartierr. The watchman’s station is here at the gate, the 
guardhouse. ; 

Mr. Cuuporr. That is where he would punch, make his punch / 

Mr. Bartterr. No, sir. 

Mr. Cuvporr. Where would be make his punch? He started out 
from the guardhouse; what would be his route of tour? 
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Mr. Barrietr. He goes from here over to the station here at the 
storeroom and tractor shed. 

Mr. Cuuporr. He punches there? 

Mr. Bartietr. He punches there. 

Mr. Lanican. Station No. 1; is that correct ? 

Mr. Barttetr. Yes. He issupposed to go back through the factory, 
back of the warehouse, and he claims that he saw the fire as he came 
up from the boilerroom of the factory to the stairway coming up here 
[pointing], and he saw the fire in the back of the carpentershop when 
he came up on that round in this area. 

Mr. Cuuporr. That was 1:15 a. m.? 

Mr. Bartietr. That is correct. 

Mr. Cuvuporr. Where is the second station that he punches ? 

Mr. Bartierr. Right here [ pointing]. 

Mr. Cxuporr. What was the last time the tape indicated he punched 
in at that station? 

Mr. Bartierr. He punched No. 2 station at approximately—if this 
is running as we suppose—approximately 2 hours behind, he punched 
that at around, at sometime around 1 o’clock in the morning. 

Mr. Cuuporr. You mean to say he had been there 15 minutes prior 
to the time he discovered the fire ? 

Mr. Barrtert. If his statement that he discovered it at 1:15 is cor- 
rect. You must appreciate this fellow does not read nor write. I 
don’t know whether he can even tell time. 

Mr. Lantean. I would like to correct that in two respects. In the 
first place, when we interviewed the watchman, he happened to be 
reading Pilgrims Progress. He had a brandnew book. 

Mr. Bartietr. I said I didn’t know whether he could or not. 

Mr. Lantcan. We checked him personally, and asked him what time 
it was from my watch, and he told us the time. 

Mr. Bartterr. I don’t think he carries a watch, and would have no 
idea of what time it was. 

Mr. Cuuporr. According to your regulations, he was supposed to 
hit each station at hourly intervals ? 

Mr. Bartierr. That is correct. 

Mr. Cuuporr. Did he hit station No. 2 at 12 o’clock? 

Mr. Barttett. Yes, sir. 

Mr. Lanican. Can we take a look at that tape? 

Mr. Barrierr. If you like, I would offer in evidence on that ques- 
tion—I have memorandums which were issued to the guards, 1 by 
myself and 1 by the maintenance supervisor on October 3, 1955, and 
November 25, 1955, in connection with the punching of clocks. 

Mr. Cuupvorr. As a matter of fact, the answers you are giving me, 
Dr. Bartlett, are based on an assumption this tape wasn’t operating 
right, and it is something you tried to reconstruct ? 

Mr. Bartierr. That is right. 

Mr. Cuuporr. You don’t know whether he hit that station at 1 
o’clock or not. You feel there was something wrong with the tape, 
and therefore you reconstructed the time. This tape shows the last 
time it was hit on station No. 2 was at 11 o’clock. Is that right? 

Mr. Bartterr. That is right. 

Mr. Cuuporr. You are assuming it was running 2 hours behind? 
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Mr. Barrier. It is a logical assumption, because he would not have 
started as early as the afternoon punch shows. He was not on duty at 
that time. = 

Mr. Brownson. Where was Dr. Bartlett at the time this fire oc- 
curred ¢ ; 

Mr. Barrierr. I was on an airplane between Washington and the 
Virgin Islands. 

Mr. Cuuporr. The tape speaks for itself. 

Mr. Brownson. If the chairman will wait a minute, the time clock 
tape doesn’t speak for itself at all. I have used the same type of 
equipment, and I have used time clocks oe on a similar prin- 
ciple. With people who are college graduates, I have found them 
inserting tapes or cards so they are not coordinated with the time deals. 
That is why I don’t think that is a particularly good type of equip- 
ment to use. That tape can be put on that machine erroneously. 
Unless your people are very podiee in putting that tape on, you get a 
difference between actual time and recorded time. 

Mr. Bartierr. That was pointed out when Mr. Lanigan was there. 

Mr. Cuuporr. I want to be fair about this. Had you had the tape 
operating incorrectly only on the 22d ¢ 

Mr. Bartterr. No, sir. 

Mr. Cuvuporr. It did not operate correctly on the 22d ? 

Mr. Bartierr. No, sir. It didn’t operate for several days. 

Mr. Cuuporr. Do you examine these tapes every day, or whenever 
you have the periodic time to examine them, and did you notice it 
wasn’t being put in right? Isn’t it important to your operations 
to put it in accurately? So why didn’t you instruct or help this man 
put the tape in correctly ? 

Mr. Barrterr. I have a great deal more to do than check the watch- 
man’stapes daily. It is passed on to a supervisor. 

Mr. Cuuporr. I don’t mean directly. Who would check it? 

Mr. Bartierr. Mr. Cantrell. 

Mr. Cuvporr. Whois Mr. Cantrell ? 

Mr. Bartierr. He is our transportation supervisor. 

Mr. Cuuporr. Well, do you put one of these tapes in at a time? 
How long do they last ? 


Mr. Barrterr. They are a roll tape which will go for a considerable 
period of time. 

Mr. Cuvporr. I understand that it is the duty of Mr. Cantrell to 
remove these tapes daily and determine whether or not they are operat- 
ing correctly. 

Mr. Bartierr. That is correct. And he claimed he did remove 
them. 

Mr. Cuuporr. He said that he did ? 

Mr. Barrterr. This one here is all in one piece, for several days. 

Mr. Lanican. Could it have been removed ? 

Mr. Barrierr. No; it could not have been removed. 

Mr. Cuuporr. Actually, he either didn’t tell you the truth or was 
derelict in his duties in taking that tape out at that time? I’m speak- 
ing of Mr. Cantrell. 


Mr. Barter. I would say he was derelict in his duties. 
Mr. Cuuporr. Now, Mr. Knox. 
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Mr. Kwox. Dr. Bartlett, what was the name of the employee on 
duty at the time of the fire ? 

Mr. Bartrierr. The watchman ? 

Mr. Knox. Yes, sir. 

Mr. Bartrierr. Thomas Hunt. 

Mr. Knox. What time does he come on duty ¢ 

Mr. Barrierr. He comes on duty at 10 o’clock. 

Mr. Knox. P. m.? 

Mr. Bartierr. Ten p.m. 

Mr. Knox. Ten p.m. Is there another guard on duty prior to his 
coming on ? 

Mr. Bartiett. Yes, sir. 

Mr. Knox. How do you detect on the tape as to when Mr. Hunt 
takes over? 

Mr. Barrietr. We have no way of determining that, except he has to 
punch in on the timeclock. We could determine it on that basis as 
to what time he arrived. 

Mr. Knox. But it would not show on the tape? 

Mr. Bartierr. No, sir. They pass the clock from one watchman to 
the other. 

Mr. Knox. What I am trying to determine is how you justified the 
statement you just made relative to the fact that the tape would show 
that this man was not on duty at the specific time, because of the 2-hour 
delay ¢ 

Mr. Barrierr. I was referring to the previous watchman who starts 
his rounds at a specific time—a more or less specific time. 

Mr. Knox. Do you have the tape that entered the machine, at the 
time of its origin, right from the beginning ? 

Mr. Barrierr. No, sir. I do not have it with me, anyhow. It may 
be available. 

Mr. Knox. You don’t have it 4 

Mr. Bartietr. No; I don’t know whether that is available or not. 
I don’t think they are retained for more than a year at the most, for 
record purposes. 

Mr. Knox. When you replace a new tape, you must have that tape; 
do you not ¢ 

Mr. Barrierr. Oh, yes; these are a series of tapes over many months. 

Mr. Knox. May we ask you, then, Dr. Bartlett. as to what the time 
showing ison that tape / 

Mr. Bartierr. Which particular tape ¢ 

Mr. Kwox. At the beginning. The one you have reference to. 

Mr. Bartuerr. That is the tape Mr. Lanigan has. 

Mr. Knox. Would you interpret it ? 

Mr. Bartietrr. Yes; it shows starting at 5 o'clock, the first punch 
made at 5 o’clock on this particular tape—actually, | would say 4:50, 
perhaps, or 4: 55. 

Mr. Knox. By Mr. Hunt? 

Mr. Barrierr. No; by Mr. Clark. 

Mr. Knox. When did Mr. Clark go on? 

Mr. Bartierr. At 2 o’clock in the afternoon. 

Mr. Knox. At 2 o0’clock? 

Mr. Bartiett. Yes. 

Mr. Knox. Did he start out with a new tape? 
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Mr. Bartierr. Yes: he would start out with a new day’s run. 

Mr. Knox. He came on duty at 2 o’clock ¢ 

Mr. Bartierr. Yes, sir. 

Mr. Knox. When would he make his first punch ? 

Mr. Barrierr. At 7 o'clock. 

Mr. Knox. What does the tape show ? 

Mr. Bartterr. Five o'clock, or 4: 55, approximately. 

Mr. Knox. On what date ? 

Mr. Bartierr. This particular one! 

Mr. Knox. Yes. 

Mr. Barrterr. This is on the 22d. 

Mr. KNox. On the 22d of January ? 

Mr. Barrietrr. Yes, sir. 

Mr. Knox. The day before, on the 21st, what was the time on it? 

Mr. Barrierr. The beginnimg time ? 

Mr. Knox. Yes. 

Mr. Barrier. It shows about 4:45. 

Mr. Knox. About 4:45. Actually he did not punch until 7 o’clock; 
is that correct ? 

Mr. Barrierr. That is correct 

Mr. Knox. What I am trying to determine, Dr. Bartlett, is how 
authentic the statements that have been made about the differential in 
time on the tape—and I believe from what you have said, there has 
been a 2-hour differential in time on that tape? 

Mr. Barrierr. It goes back over a period of days. 

Mr. Knox. That is right. This gentleman came on at a specific 
time, he made his first punch at 7 o’clock, and it shows approximately 
at 5 o’clock he made the punch. I would say —_, the tape was in 
the machine wrong, and if that is a fact, which I am inclined to believe 
it is, from the information you have given us 

Mr. Cruporr. If the man who was in charge of reading those tapes, 
changing those tapes, had taken the tape out on the 21st like he should 
have done, he would have noticed it was not operating accurately and 
it was 2 hours behind; is that right? 

Mr. Barrierr. That is quite possible. He explained it to me in 
this manner—he said he thumbed them down until he covered the 16 
stations during the night, and he didn’t make a practice of looking at 
the time. 

Mr. Cuuporr, That doesn’t answer my question. That is an ex- 
planation of why he didn’t do it. My question was, if he had taken 
it out he would have seen it was not operating correctly. 

Mr. Bartierr. If he had looked at it. 

Mr. Cuvuporr. He didn’t take them out, because he established his 
own practice rather than the regulation of the company. 

Mr. Bartierr. That is right. 

Mr. Knox. Mr. Chairman, I was trying to determine whether the 
emplovee was derelict in his duty. From the tape recordings and 
the information Dr. Bartlett gave us, I would say the employee had 
been on the job, and had made his rounds as far as his conclusions are 
concerned ¢ 

Mr. Bartierr. That is my conclusion, sir. 

Mr. Cuuporr. The tapes weren’t taken out for at least a week before 
that. Isn't that right? 
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Mr. Bartuerr. I have no knowledge of that. The tapes do go back; 
yes, sir. I can take this one back; I’m sorry. I have dated these up; 
1—18—5 days. 

Mr. Cuuporr. 5 days? 

Mr. Bartierr. Yes, sir. 

Mr. Knox. May I see the tape? 

Mr. Barttett. Yes, sir. 

Mr. Lantean. I wanted to ask you about the stations, I notice on 
this tape that you have the numbers 1 and 8, with a considerable 
distance between them. I think you were aware, because you were 
present when we checked the tapes at September 23, there were sta- 
tions 7 and 8. 

Mr. Barrier. That is correct. 

Mr. Lanican. Apparently at one time there were eight stations. 
Could you tell us what has happened in the matter of the punch sta- 
tions since you have been there ? 

Mr. Bartierr. No, sir; I have no knowledge whatsoever. 

Mr. Lanican. Do you know what happened to station 7, why it 
was punched on September 23% 

Mr. Bartterr. I understand—I was told that it was found removed. 

Mr. Lantean. Do you know where it was located ? 

Mr. Barruerr. It was located, I believe, in this area here at the 
end of the tractor shop—I’m sorry, over here, at this station, at the 
end of the storeroom. 

Mr. Laniean. Mr. Clark, the guard, told us that at one time there 
were eight stations. You say you don’t have any knowledge wha: 
happened to them ? 

Mr. Barriert. No, sir. 

Mr. Lanigan. You know there were 3 on September 23, and there 
were 2 on the day of the fire? 

Mr. Bartierr. Yes, sir. 

Mr. Laniean. That is about all you know about it / 

Mr. Bartuerr. Yes, sir. 

Mr. Cuuporr. In view of the fact we have a quorum call, and we 
are approaching 12:30, the committee will recess until 2 o'clock. 

(Whereupon, at 12:25 p. m., the subcommittee recessed to recon- 
vene at 2 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuvuporr. The subcommittee will be in order. 

We will resume the hearings with the testimony of Dr. Kenneth A. 
Bartlett. Mr. Lanigan, would you proceed, please / 

Mr. Lanican. You had given us a statement of the damages in the 
fire on January 23. Are those figures that you gave—do they cover 
the replacement cost of the damage ? 

Mr. Bartierr. That was the actual book value lost. 

Mr. Lanican. Have you made any estimate as to the replacement 
cost of the equipment and the equivalent building? 

Mr. Bartrierr. Yes. 

Mr. Lanican. What is that? 

Mr. Barrierr. $150,000. 

Mr. Lanican. $150,000 to replace it ? 

Mr. Bartuierr. Yes. 
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Mr. Lanigan. Does that include buildings? 

Mr. Bartierr. That includes buildings and equipment. 

Mr. Lanican. Now, a few minutes ago, or rather before the recess, 
you had a set of what you said were instructions to the guards about 
punching. 

Mr. Bartierr. There were various memorandums that were issued. 

Mr. Laniean. Did you give those to the reporter ? 

Mr. Bartierr. Yes; I did. 

Mr. Lanigan. Had you issued any written instructions on fire 
fighting or fire protec tion at the plant ? 

“Mr. Barruerr . No, sir. 

Mr. Lanican. Had you any fire-fighting organization or team at 
the plant for the purpose of fighting ‘fires at the plant ? 

Mr. Bartierr. No, sir; only in connection with the cane fires. 

Mr. Lanican. You were prepared for the cane fires? 

Mr. Barrierr. That is correct. 

Mr. Lanican. Did you have any water connections in the plant or 
within the confines of the plant fence where a fire truck could hook 
up to get water ? 

Mr. Bartterr. No, sir. 

Mr. Lanigan. Could you tell us what you have done since the fire 
toward increasing the efficiency of your fire fighting ? 

Mr. Barrterr. We have held several conferences in connection with 
it, to get the viewpoints of all those that were involved, and out of 
that has evolved a program of purchasing additional equipment, a 
plan to install during the dead season a series of pipes from the main 
reservoir, that is, from the water tanks outside of the factory area, 
with a force pump connected to them so that we will have pressure 
within the factory area at various points, a type of hydrant system. 
We are planning to put in hydrants that will be in conformity with 
the municipal system. 

Mr. Lanigan. How about any additional chemical equipment ? 

Mr. Barrierr. We have ordered a special type of chemical fire- 
fighting equipment, a powder base rather than the foam types and car- 
bon tetrachloride. 

Mr. Lanigan. Have you ordered also the equipment to put that on 
the fire? 

Mr. Bartrierr. Yes. 

Mr. Lanigan. What type of equipment is it? 

Mr. Barttert. It is an air pressure blowing equipment. 

Mr. Lanican. Have you organized any fire- fighting crews or fire- 
fighting systems? 

Mr. Barrierr. No, sir; we have delayed until such time as we get 
the equipment there and can organize the group. 

Mr. LANIGAN. I see. Do you plan at that time to organize a fire- 
fighting group ? 

Mr. Barrierr. That is the plan. 

Mr. Lanican. Would you say the close escape from this fire has 
made you realize more vividly the need for fire-fighting equipment ? 

Mr. Barrierr. It has made us very fire conscious; all of us, I am 
sure. 

Mr. Lanican. Are you putting in a system for inspecting this 
equipment to be sure that it is ready to fight fires at any time? 
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Mr. Bartierr. We have not gone that far with our thinking, as yet. 
I think that it will be the logical followup after we get the equipment 
in and we assign the various crews. 

Mr. Lanican. In order to maintain an efficient fire- fighting sys- 
tem, you have to be sure the equipment is up to date, and ‘the crew is 
trained, is that correct ? 

Mr. Cuuporr. I assume when you get it underway, you are going 
to have fire drills regularly ? 

Mr. Barrett. Yes, sir. 

Mr. Lanigan. Now, we did have a question raised by Mr. Murphy 
as to decreasing the price paid by the Virgin Islands Corporation for 
sugarcane, and he indicated that the initiative, if it were to occur, 
would have to come from the Virgin Islands Corporation. 

If you took a move, or decided to try to get the price of sugarcane 
lower, would that be something that management, your management, 
would undertake on its own, or would you consult with the Board of 
Directors ? 

Mr. Bartierr. I would consider that strictly a management func- 
tion. 

Mr. Lanican. I see. And you would undertake to cut down the 
price of sugarcane without consulting the Board of Directors? 

Mr. Bartiertr. I believe I would; yes. 

Mr. Laniecan. You have that authority ? 

Mr. Bartierr. I believe I have that authority. 

Mr. Lanican. Could the Board of Directors later take that up with 
you and reverse your decision if they wanted to? 

Mr. Bartuerr. Well, if my testimony had already been presented 
before the Department of Agriculture, I suppose they stidla put in 
&@ minority opinion or a different opinion than mine if they felt it 
was necessary. 

Mr. Lanican. If they anticipated your testifying, could they con- 
sider that and decide the Corporation would not present such testi- 
money and thereby stop you from testifying? 

Mr. Barrterr. I assume it would be within their power to do so, 
but I doubt that they would, in view of the fact their interest, as well 
as mine, is the reducing of costs of the Corporation. 

Mr. Laniean. What have you done about adding to the number 
of punch stations that the guards have to use? 

Mr. Bartierr. We have put in a Detex system with which I had 
previous experience. This works around the clock, and has to be 
changed every day, and can only punch wrong if the time of the clock 
is wrong. 

Mr. Lanican. You had a Detex at the present time; the one that 
your tapes are on is a Detax Guardsman ? 

Mr. Barttert. I believe that is the name of it; yes, sir. 

Mr. Lantean. So you are getting now a Detex with a wafer-type 
punch ? 

Mr. Bartierr. A wafer-type punch. 

Mr. Lanican. How about the number of punch stations? 

Mr. Bartietrr. We are increasing the punch stations to nine. 

Mr. Lantcan. Isee. What about the times at which the punches are 
to be made? 

Mr. Bartierr. Again, until it gets into operation, we have not set 
up a definite schedule, but it would run something around 5 to 7 
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minutes, I believe, between stations. The stations would be much 
closer spaced than they are at present. 

Mr. Lanican. How often would they have to be punched? Would 
it still be on an hourly basis ¢ 

Mr. Bartierr. We would put it on an hourly basis; yes. Each 
station to be punched at least once each hour. 

Mr. LaniGan. What consideration has the Corporation given to 
fire insurance for the plant ¢ 

Mr. Bartierr. In 1954, at the second Board meeting after I as- 
sumed the presidency of the Corporation, I requested the Board of 
Directors to give me a clarification of their different opinions about 
insurance—what should be carried and what should not be carried. 
At your request, you remember we went over that subject while you 
and Mr. Perlman were in St. Croix. I have prepared a complete 
statement for you. I have taken all of the excerpts from the Board of 
Directors’ meetings since June 15, 1954, through the March 16, 1956, 
meeting. That includes my recommendations in the agenda, the min- 
utes of the meeting, and the action that was taken by the Board on my 
recommendations. These I have with me. 

Mr. LanigAn. We can put that in the record. 

Mr. Cuvporr. Without objection, it will be put in at this point. 

(The information is as follow :) 


EXCERPTS FROM THE BOARD OF DIRECTORS’ MEETINGS OF VICORP ON INSURANCE 
JUNE 15, 1954—AGENDA 


Erhibit XITI—Discussion of policy to be followed in protecting the assets of 
the Corporation with insurance 


At the Board of Directors’ meeting of the Virgin Islands Corporation, held 
on April 26, 1950, the following resolution was passed : 

“Resolved, That the president of the Corporation be and he is hereby author- 
ized to continue fidelity insurance, to continue fire and windstorm insurance on 
sugar and rum stocks, and to carry insurance on the generating plant and 
equipment of the Rural Electric Division of the Virgin Islands Corporation; and 
that no insurance shall be carried on any other property of the Virgin Islands 
Corporation.” 

We carry full insurance on our sugar operation. The authorization to carry 
insurance on the generating plants and distributing system of the Corporation 
was never put into effect. 

It is suggested that this resolution be reviewed and discussed in order to 
establish a specific policy on insurance coverage. 

The payment of Corporation funds for insurance covering various assets of 
the Corporation was approved by the Comptroller General of the United States 
April 15, 1942 (Decisions of the Comptroller General of the United States, vol. 
21, July 1, 1941—June 30, 1942, p. 928, case B-25040). This opinion was given 
in reply to a letter dated April 3, 1942, from the Chairman of the Board of 
Directors, Virgin Islands Company, and is summarized by the Comptroller Gen- 
eral as follows: 

“While funds derived from the operation of the Virgin Islands Company are 
subject, generally, to specific statutory restrictions and limitations applicable 
to the expenditure of appropriated moneys by the regularly established Federal 
agencies, the Government’s practice of self-insurance, being one of policy rather 
than of positive law, is not applicable thereto, and, therefore, the Company’s 
operating funds are available for payment of premiums on contracts insuring 
its property against loss from fire, hurricane, marine perils, ete.—the insurance 
to run to the company rather than to the United States.” 

The various assets and insurance coverages are as follows: 


1. Fidelity insurance 


The Corporation carries surety policies on all employees of the Corporation. 
This insures the Corporation against losses by embezzlement or defaleation up 
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to $10,000 per person. Cost varies between $500 and $550 per annum depending 
on the number of employees. 


2. Sugar and sugar bags 


All sugar bags in stock are covered by insurance at present. All raw sugar 
is covered from the time that the sugarcane begins to be processed, throughout 
the processing operation, while in stock in the warehouses in St. Croix, during 
transportation from warehouses to the dock, from the dock to the boat, while 
in transit by boat to a port, and until it reaches the final processing plant. It 
is recommended that this be continued. Cost is about an average of $1,150. It 
depends on the daily amount of sugar in storage. Last year the cost was 
$1,145 ; this year it will be slightly higher, due to delayed sales. 


8. Productive assets 


Certain of our assets essential for the continuance of operation have such a 
value that they would not be readily replaceable with the current funds avail- 
able to the Corporation and would require special legislation by Congress. This 
takes time. Consideration should be given to covering these assets for fire and 
windstorm. 

(a) Factory and sugar-processing machinery, value $2,500,000. Cost of fire 
and windstorm insurance, approximately $12,000. 

(b) The electric generating plants in St. Thomas and St. Croix are valued 
at $500,000. The cost of fire and windstorm insurance, $2,250. 

(c) The electric distribution systems in St. Thomas and St. Croix are valued 
at $804,000. The cost of insurance for fire and windstorm, $7,000. 

(d@) Supplies and materials in stock are valued at $632,000. The cost of fire 
and windstorm insurance, $4,500. 

In connection with this, the Comptroller General states (B-25040) as follows: 

“Operating under the provisions of its charter, the Virgin Islands Company has 
acquired legal title to certain stores, stocks, supplies, and other property, and it 
is the obvious duty of the Company’s directors to take such action as is dictated 
by normal business practices for the protection and preservation of the Com- 
pany’s property ; provided, of course, that such practices do not require expendi- 
tures for objects for which the Company’s funds are not legally available. 
Since the Government’s practice of self-insurance is one of policy and not of 
positive law, and since the practice has not been observed strictly in cases in- 
volving insurance of property of Government corporations (23 Comp. Dec. 297, 
supra, I feel justified in holding that funds which otherwise are legally charge- 
able with the necessary operating expenses of the Virgin Islands Company are 
available for payment of premiums on contracts insuring the Company’s property 
against loss from fire, theft, hurricane, marine, and other perils—the insurance 
to run to the corporation rather than to the United States.” 

4. Shipping insurance 

The General Accounting Office (B—25040) states: 

“With respect to materials and supplies purchased f. 0. b. New York for use in 
the Company’s manufacturing processes, it is assured that, as is customary with 
sales f. o. b. a named shipping point, the Company would take title to the ma- 
terials and supplies at New York and, if such be the case, there would appear to 
be no objection to payments from the Company’s funds for premiums on con- 
tracts insuring such materials and supplies while in transit.” 


5. Public liability and property damage on vehicles 

The Corporation has on hand or on order about 200 motor-driven vehicles, in- 
cluding passenger cars, trucks, and tractors. To insure against property damage 
and public liability the cost annually would be about $12,000. 
6. Miscellaneous 


Additional assets, not covered by insurance, are as follows: 
(a) Molasses now in stock, maximum value, $30,000. 
(6) Rolling stock. 
(c) Executive officers’ houses and laborers’ dwellings. 
(d) Office buildings. 
JUNE 15, 1954—MINUTES 


Dr. Bartlett then asked for a clarification of the amount of insurance which 
should be taken out by the Corporation, or if the Corporation was bound by the 
genera! Government practice of being a self-insurer. He stated that in 1950 the 
Board of Directors had authorized the President of the Corporation to continue 
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fidelity insurance, to continue fire and windstorm insurance on sugar and rum 
stocks, and to carry insurance on the generating plant and equipment of the rural 
electric division of the Corporation; and that no insurance shall be carried on 
any other property of the Virgin Islands Corporation. The Corporation is now 
following the 1950 directive, with the exception that no insurance has ever been 
earried on the generating plant. Dr. Bartlett pointed out that it would involve at 
least $25,000 to cover properly with insurance the Corporation’s major assets, and 
that should a major disaster occur, the funds from insurance protection would 
be returned to the Corporation and not to the United States Treasury. It was 
drawn to the attention of the Board by Dr. Bartlett that the Corporation might 
be severely criticized should Vicorp lose a $2 million investment from a major 
disaster without any coverage, and that he as President did not wish to take 
that responsibility without bringing the whole matter to the attention of the 
Board. Upon questioning by Secretary Benson, Dr. Bartlett stated that the 
Comptroller General had given the following opinion with respect to private 
insurance for the Corporation : 

“TI feel justified in holding that funds which otherwise are legally chargeable 
with the necessary operating expenses of the Virgin Islands Corporation are 
available for payment of premiums on contracts insuring the Corporation's prop- 
erty against loss from fire, theft, hurricane, marine, and other perils—the insur- 
ance to run to the Corporation rather than to the United States.” 

Secretary McKay suggested that this matter be turned over to Mr. Edwards 
and the legal department, and requested that they get an opinion from the GAO 
as to what Government corporations usually do with respect to insurance. It 
was determined, after further discussion, that the Corporation should state 
it was in favor of carrying protection, and request that the GAO advise as to 
whether the Corporation should or should not do so. In the meantime, it was 
determined that the Corporation should continue with the insurance coverage 
now in force. 

SEPTEMBER 13, 1955—MINU‘TES 


through oversight, the GAO’s views with respect to continued insurance on 
sugar had not been sought. Mr. Bdwards agreed to check this point with GAO. 


MAY 17, 1955——-MINUTES 


The matter of insurance coverage on Corporation buildings, which had been 
brought up at the meeting last June, was discussed, Mr. Edwards stating that 
the GAO reports that two other Government-owned corporations, with problems 
similar to Vicorp’s, do not carry insurance on any of their plants. GAO in- 
dicated there was no apparent need for now carrying insurance, but stated that 
this was a matter of policy for the Board to decide. 


DECEMBER 7, 1955-—-AGENDA 


At the last meeting of the Board of Directors discussion was held concerning 
the desirability of the Corporation continuing the policy of insuring its manufac- 
tured raw sugar. A report on this will be made by the legal counsel of the 
Corporation, A. M. Edwards. 


DECEMBER 7, 1955—-MINUTES 


The question of carrying insurance on manufactured raw sugar and power- 
lines was considered. A motion to continue insurance coverage on sugar was 
adopted by the Board. Mr. Bornn then moved that the President be urged to 
secure quotations for general liability coverage on the powerlines in St. Thomas 
and St. Croix. There was further discussion on the question of extending such 
liability to the entire operations of the Corporation, but no action was taken on 
this proposal pending a report from the General Counsel, who was instructed 
by the chairman to make an investigation of Federal Government policy. 


MARCH 16, 1956—AGENDA 
Exhibit V—Report on the coverage of Vicorp activities with insurance 
At the last meeting of the Board of Directors the President was requested to 


obtain information on general liability coverage in connection with the opera- 
tion of the Corporation. Mr. John Bradley, an insurance broker from Puerto 











544 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


Rico, came to St. Croix in late December and discussed the problem with me. 
As a result of the information developed from his visit he has submitted the fol 
lowing quotations which give a general idea as to the cost of such insurance. 
I have also requested Mr. Victor Bornn to provide the Board with any informa- 
tion which he may develop on rates. 
Premium 
“Automobile public liability and property damage insurance___-___-_~_~ $13, 217 
“Limits of $25,000 to $50,000 for public liability and $5,000 for 
property damage. Figures submitted indicated that you have in 
all 115 motor vehicles. We were able to obtain discounts approxi- 
mating 36 percent, based upon our statement that the risk had been 
practically claim free for the past few years as a self-insurer. 
“Safe burglary and messenger holdup and robbery and unexplainable 
disappearance for amounts up to $20,000, while either in the safe or 


en route from the bank and to the various pay stations____________- 214 
“Sugar mill and cane plantation operations__._.__._._____.__._________~~ 1, 135 


“This covers all operations except damage to trucks hired being 
loaded and unloaded. It also provides coverage against any claims 
as a result of the ownership of any buildings located on your 
premises and used for housing of your employees or independent 
contractors. Limits of liability, $25,000 to $50,000 public liability 
and $5,000 property damage. Based on payroll of $802,296. 

we Ee ne eee 4, 485 

“This includes all operations, including maintenance, outside 
salesmen, collectors, and meter readers. The construction of 
buildings or dams or reservoirs to be separately rated. It also 
specifically excludes any property damage liability as a result of 
blasting operations. Limits of liability, $25,000 to $50,000 public 
liability, and property damage, $25,000 per accident and $50,000 
aggregate of all accidents in the policy year. Based on payroll of 
of $256,145. 


oa eiee al a Se east aats be 19, 051” 


In view of the reasonable cost of insurance on safe burglary and messenger 
holdup and robbery, sugar mill and cane plantation operations, and electric light 
and power operations, the Board may wish to give consideration to obtaining 
such coverage. The question of automobile public-liability and property-damage 
insurance should also receive consideration. 

Claims against the Corporation have been negligible, and it certainly can be 
argued that we should continue to self-insure. According to our records we have 
paid only 2 claims during the life of the Corporation—1 in 1952 for $75.00, an 
automobile accident, and 1 in 1953 for $625, a runaway sugar bagoon which dam- 
aged a car. Several minor automobile accidents have been handled by making 
the repairs in our own shops. 


~OURR. premini ooo oo, 


MARCH 16, 1956—MINUTES 


The third item on the agenda was a discussion as to whether or not the Cor- 
poration should carry insurance on its various operations and properties. The 
President presented rates obtained from two insurance brokers, and also a 
record of claims against the Corporation since 1952, which showed that claims 
have been negligible. It was pointed out by Mr. Edwards that it was the gen- 
eral policy of the Government to be a self-insurer. After considerable discus- 
sion a motion was made by Governor Gordon and seconded by Mr. Sengstacke 
that the Corporation establish a policy of self-insurance, with the exception of: 
(1) Marine insurance on sugar; (2) fidelity bond on employees handling funds; 
(3) boiler insurance. The motion was unanimously carried, and the following 
rsolution was prepared : 

“Whereas the question of what insurance, if any. the Virgin Islands Corpora- 
tion should carry with respect to its properties, employees, and various opera- 
tions has been considered from time to time by this Board of Directors: and 

“Whereas, because of the wide variety of activities and the various classes of 
insurance needed to protect fully the various interests of the Corporation, this 
Board directed the President to make a comprehensive and detailed study of the 
various kinds and types of insurance which could be obtained for coverage of 
the Corporation’s properties, employes, and activities, and the cost thereof; and 
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“Whereas the various types of insurance which would be required to cover 
all of the activities of the Corporation can be classified in four general groups, 
namely ; 

“(1) Public liability and property damage insurance, which would cover 
the general public against damages resulting from negligence of employees 
of the Corporation ; 

“(2) Insurance covering the properties of the Corporation against fire, 
hurricanes, windstorm, and other similar acts of God resulting in damage 
to the Corporation’s properties, including insurance on steam boilers and on 
sugar in transit; 

“(3) Insurance covering the Corporation’s personnel (workmen’s com- 
pensation ) against injury and loss of wages resulting from accidents while 
engaged in working for the Corporation ; and 

“(4) Other miscellaneous insurance, such as safeburglary, messenger 
hold-up, robbery, and fidelity insurance on employees handling funds; and 

“Whereas the per annum cost for public-liability and property-damage in- 
surance covering injury and damage to the general public would amount to 
approximately $19,000, broken down in the following 3 categories : 


“Automobile public liability and property damage insurance__________ $13, 217 
“Limits of $25,000 to $50,000 for public liability and $5,000 for 
property damage. Cost is based on the use of approximately 115 
motor vehicles. These total costs include discounts approximating 
36 percent based upon the fact that the risk had been practically 
claim-free for the past few years as a self insurer. 
“Sugar mill and cane plantation operations___________--_-_-------- 1 
“This covers all operations except damage to hired truc ks being 
loaded and unloaded. It also provides coverage against any claims 
as a result of the ownership of any buildings located on premises 
and used for housing of employees or independent contractors. 
Limits of liability, $25,000 to $50,000 public liability and $5,000 
property damage. Based on payroll of $802,296. 
pe gC A | ee a 4,485 
“This includes all operations, including maintenance, outside 
salesmen, collectors, and meter readers. The construction of build- 
ings, or dams, or reservoirs to be separately rated. It also specifi- 
cally excludes any property damage liability as a result of blasting 
operations. Limits of public liability, $25,000 to $50,000, and 
property damage, $25,000 per accident and $50,000 aggregate of all 
accidents in the policy year. Based on payroll of $256,145. 


A 5. Bs 


and 

“Whereas it appears from the records of the Corporation that since its organi- 
zation on July 1, 1949, there have been only 2 claims paid by the Corporation 
for injuries or damages to the general public or its property, namely, 1 claim 
in 1952 for $75 as a result of an automobile accident, and 1 claim in 1953 for 
$625 as a result of damage to an auotmobile caused by a runaw ay sugar bagoon: 
and 

“Whereas, under the second category of insurance, the Corporation has not 
during its corporate existence carried any hurricane or fire insurance on anv 
of its properties, having acted as a self-insurer thereof, and there has been no 
loss or damage resulting therefrom ; and 

“Whereas the Corporation has been carrying insurance on its steam boilers 
in the sugar factory at an annual premium of $1,385.25 per year, which premium 
includes an inspection by competent engineers specific ally qualified as boiler 
experts, and if such inspection were had by the employment of independent 
engineers the cost would be approximately the amount of the premium which is 
paid for the insurance; and 

“Whereas the Corporation has maintained marine insurance on the loss or 
damage to the manufactured sugar while in transit because such insurance has 
been required by the contract between the Corporation and purchasers of the 
sugar; and 

“Whereas, under the third category, the Corporation has never carried any 


workmen’s compensation instrance or other similar cov erage on its emplovees - 
and 
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“Whereas the Corporation has not carried any insurance on safe burglary, 
messenger holdup, or robbery, but it has required fidelity insurance on those 
persons handling the funds of the Corporation to insure their proper accounting 
for such funds and to indemnify the Corporation for losses caused by mis- 
handling; and 

“Whereas the Board of Directors requested the views and recommendations of 
the Comptroller General of the United States concerning insurance, with par- 
ticular reference to the Comptroller’s views resulting from his audit of other 
Government corporations which operate in a fashion similar to that of the Virgin 
Islands Corporation ; and 

“Whereas the Comptroller General, in a letter dated February 18, 1955, 
advised that the Tennessee Valley Authority and the Panama Canal Company 
did not carry any insurance on their properties but acted as self-insurer of all 
risks and liabilities: and 

“Whereas inquiry was made of the policies relating to the carrying of liability 
insurance by the Bonneville Power Administration and the Bureau of Reclama- 
tion, especially as to liability insurance and property damages to third persons, 
and the Corporation was advised that it is the policy of these two governmental 
agencies to act as self-insurers; and 

“Whereas the amvunt paid out by the Corporation for damages or injuries since 
its incorporation is inconsequential when compared to the overall cost of such 
insurance; and 

“Whereas the Federal Government maintains a general policy of being a 
self-insurer : Now, therefore. be it 

Resolwed by this Board of Directors, That. as a matter of policy. the Virgin 
Islands Corporation shall henceforth act as a self-insurer in any and all respects 
except in the following specific matters: 

“(a) Boiler insurance.—Insurance shall be carried upon the steam boilers 
used in the manufacture of sugar because the Corporation receives the service 
of having an inspection of the boilers, which service is in addition to the insurance, 
and the cost of such service is of comparable value to the premiums paid for such 
insurance. 

“(b) Insurance on sugar while in transit—tThis insurance shall be carried 
so long as the existing contract between the broker, the purchasers, and the 
Corporation continues in force. When the current contract expires the Cor- 
poration will then self-insure its shipments of sugar in transit. 

“(c) Fidelity insurance on employees.—Fidelity insurance on employees han- 
dling funds of the Corporation is an exception to the general rule that the 
Federal Government acts as its self-insurer, and therefore it is the policy of this 
Board to require fidelity insurance (indemnity bonds) on employees handling 
funds of the Corporation. Such insurance shall be in reasonable amount, to be 
determined by the President.” 


Mr. Cuuporr. [ think probably, Dr. Bartlett, you ought to give us 
a résumé or a highlight of what is in there. 

Mr. Barrterr. I will run down through this if you like. 

Mr. Cxunorr. I don’t think you have to do that. If you made some 
recommendations for fire insurance, we would like to know how many 
times, and what was the action. 

Mr. Bartuerr. As I say, on the second meeting, June 15, 1954, that 
was my second meeting with the Board as President of the Corpora- 
tion, I called to their attention the fact that we were carrying certain 
types of insurance; we had insurance on our sugar and our sugar 
bags at that time. We had insurance on our electric generating plant. 

Mr. Cuuporr. Is that fire insurance? 

Mr. Bartierr. Extended coverage, actually, including hurricane 
insurance. 

Mr. Cuuporr. Do you remember when you testified before the com- 
mittee on St. Croix, I asked you where you got the insurance, and you 
said you bought it from a Puerto Rican firm; is that right? 

Mr. Bartterr. That is right. We went into every type of insur- 
ance, shipping insurance, public liability, miscellaneous, the question 
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of fidelity insurance, burglary insurance, and so forth. I will read 
from the minutes, which are very short: 


Dr. Bartlett then asked for a clarification of the amount of insurance which 
should be taken out by the Corporation, or if the Corporation was bound by the 
general Government practice of being a self-insurer. He stated that, in 1950, 
the Board of Directors had authorized the President of the Corporation to con- 
tinue fidelity insurance, to continue fire and windstorm insurance on sugar and 
rum stocks, to carry insurance on the generating plant and equipment of the 
rural electric division of the Corporation. 


It gets into a lot of detail. The next important point here is: 


Upon the questioning by Secretary Benson, Dr. Bartlett stated that the Comp- 
troller General had given the following opinion with respect to private insur- 
ance for the Corporation. 


I am quoting the Comptroller General : 


I feel justified in holding that funds which otherwise are legally chargeable 
with the necessary operating expenses of the Virgin Islands Corporation are 
available for payment of premiums on contracts insuring the Corporation’s 
property against loss from fire, theft, hurricane, marine, and other perils—the 
insurance to run to the Corporation rather than to the United States. 


Then continuing: 


Secretary McKay suggested that this matter be turned over to Mr. Edwards 
and the legal department, and requested that they get an opinion from the 
GAO as to what Government corporations usually do with respect to insurance. 


That was the first meeting at which the subject came up. 
Now the May 17, 1955, meeting: 


The matter of insurance coverage on Corporation buildings, which had been 
brought up at the meeting last June, was discussed, Mr. Edwards stating that 
the GAO reports that two other Government-owned corporations, with prob- 
lems similar to Vicorp’s, do not carry insurance on any of their plants. GAO 
indicated there was no apparent need for now carrying insurance, but stated 
that this was a matter of policy for the Board to decide. 


On the meeting of December 7, 1955, the matter was on the agenda 
again: 


The question of carrying insurance on manufactured raw sugar and power- 
lines was considered. A motion to continue insurance coverage on sugar was 
adopted by the Board. Mr. Bornn then moved that the President be urged to 
secure quotations for general liability coverage on the powerlines in St. Thomas 
and St. Croix. There was further discussion on the question of extending such 
liability to the entire operations of the Corporation, but no action was taken 
on this proposal pending a report from the General Counsel, who was in- 
structed by the Chairman to make an investigation of Federal Government 
policy. 


Mr. Cuuporr. Did you ever firm it up? 

Mr. Barttert. Yes, sir; I am coming to it. 

March 16, 1956, I obtained all of the rates as requested at the prior 
meeting, and what the cost would be, and so forth, and then we go 
on with the minutes, and the minutes of that particular meeting 4 


about three pages, of whereas’s and wherefor’s, all of which sum up 
to the fact: 


Now, therefore, be it resolved by this Board of Directors, That as a matter 
of policy, the Virgin Islands Corporation shall henceforth set as a self-insurer 
in any and all respects except in the following specific matters: 


Then are listed, boiler insurance, insurance on sugar while in transit, 
and fidelity insurance on employees. 


Mr. Cuvuporr. Did you find the rate very high when you inquired 
about it? 
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Mr. Barrierr. I can give you some examples. 

Mr. Cuuporr. I would like just the first rate, on buildings and 
equipment, other than processed sugar. 

Mr. Barrierr. On the factory and sugar processing machinery 
on a value of $2,500,000, the insurance rate was approximately $12,000 
a year. 

‘Mr. Lanigan. Would that have insured the book value or replace- 
ment cost, do you recall ? 

Mr. Barrierr. No; I do not recall. I say value, $2,500,000, so I 
suspect that would have been on a replacement value. 

Mr. Cuvporr. I think they do figure replacement costs, rather than 
book values. 

Mr. Barrierr. I would think so. I would be glad to submit these 
for the record if you would like to have them. 

Mr. Cuvuporr. Without objection, they will be introduced in the 
record at this point. 

(The information referred to is in the subcommittee files.) 

Mr. Laniean. As I understand it, then, the two pumps that you 
had on the trucks that were operating at the factory were there 
primarily at the time for cane fire fighting; is that right? 

Mr. Bartierr. That is correct. They proved effective, however, 
in preventing the spread of the fire into the machine shop. 

Mr. Lanican. Now, can you just briefly tell us what the Virgin 
Islands Corporation does with respect to building of dams under the 
soil-conservation program ? 

Mr. Bartierr. Yes, sir. 

Mr. Laniegan. You have done that once before, for the Virgin 
Islands, so you can just make it brief so we can pick it up. 

Mr. Bartierr. The Virgin Islands Corporation received a grant 
from the Congress, or has received grants from the Congress over a 
period of years, for the construction of earth dams on the islands of 
St. Croix, St. Thomas, and St. John. These are earthen dams, which 
are primarily to catch flash floods from rushing to the sea and to store 
as much water as possible. The program is administered jointly in 
cooperation with the Soil Conservation Service of the United States 
Department of Agriculture, which provides the technical and engi- 
neering phases of the program. It is also coordinated with the dis- 
trict soil-conservation boards who—there is a board in St. Thomas and 
one in St. Croix—these boards establish priorities for the dams to be 
built on the respective landholdings. The Corporation actually car- 
ries out the work of constructing the dams under the supervision of 
the Soil Conservation Service engineers. I would like to say at this 
point I feel this has been one of the most successful programs and 
has contributed as much to the overall agricultural development of 
St. Croix as any program that the Corporation has undertaken. 

Mr. Lanican. Could you briefly describe the Hartman Dam, which 
is close to—— 

Mr. Bartierr. I would say it is approximately 5 to 6 miles out of 
town, perhaps, on the east side road. It is a large dam—the esti- 
mated capacity I believe is 32 or 34 million gallons. It has just been 


completed. At the present time it has about 15,000 gallons of water 


in it, possibly from springs which apparently feed the area. 
Mr. Cuuporr. Where is that located? That is one thing I didn’t 
see. Idon’tseeit. I thought I saw everything. 


— SR — 
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Mr. Barrtert. It is on St. Thomas on the road to Red Hook, on 
the left hand side of the road. The gentleman whose property it is 
on operates the only extensive dairy on the island of St. Thomas. 

Mr. Cuuporr. Red Hook is where you go to St. John by small boat? 

Mr. Barrier. That is correct. 

Mr. Cuuporr. I know where itis. Thank you. 

Mr. Lanican. Have you considered the possibility of the use of 
water from the Hartman Dam to help alleviate the water shortage in 
Charlotte Amalie? 

Mr. Barttett. Yes, sir; we have given it serious consideration, and 
I feel it may have some small effect, or even possibly a large effect, on 
the entire situation. I am not in a position to say, because the dam, 
as I say, has not been tested. We don’t know how long it is going to 
hold water, whether it has good holding capacity. We have directly 
across from it, in similar soil types, a dam of about 12 million gallons 
capacity, which is holding excellently and which seems to stay at a 
very high level. Approximately 6 weeks to 2 months ago it was 
nearly full. I tested the water by taste and it appeared to be sweet. 

I wrote Governor Gordon suggesting that possibly he might wish 
to haul water from this dam or pipe it in some way, to try to run a 
test to see whether it would hold its capacity if it was used continu- 
ally, that is, by drawing off water from it regularly. I indicated 
that if any experiments of that type were set up I would be very 
happy to cooperate with him, and determine the results. That would 
give us a lead toward what might happen in connection with the 
Hartman Dam. 

Mr. Cuuporr. That would be a lot cheaper than importing water? 

Mr. Barrierr. It certainly would be a lot cheaper, but I don’t 
know if there is sufficient capacity to handle the entire situation by 
any means. 

Mr. Cuuporr. You said you wrote a letter to Governor Gordon 
suggesting he get together with you for the purpose of determining 
whether or not you could use that water to meet the water demand in 
St. Thomas. 

Mr. Bartierr. That is correct. 

Mr. Cuuporr. Do you have a copy of that letter, Mr. Bartlett ? 

Mr. Bartietr. No,sir. I would be glad to submit it. 

Mr. Cuvporr. Would you submit it, so we could put it in the rec- 
ord at this point? 

Mr. Bartierr. Yes, sir. 

(The information was furnished and is as follows:) 


CHRISTIANSTED, January 30, 1957. 
Hon. Watrer A. GorpDON, 


Governor of the Virgin Islands, 
St. Thomas, V.I. 


DEAR GOVERNOR: While in St. Thomas last week I took the opportunity to 
visit the site of the dam now under construction at Estate Charlotte Amalie, 
owned by Mr. S. E. Hartman. There still remains 2 to 3 weeks of work to 
finish the spillway and deepen the basin. The capacity of this dam has been 
estimated by the Soil Conservation engineers at 36 million gallons. Due to the 
lateness of the season and the small amount of water impounded behind the 
dam site, it will be impossible to run any tests this year as to the utilization of 
this dam as a source of potable water; we will have to wait until the end of 
another rainy season. 

While I was in the area I looked at another dam which was constructed in 
1954 on the Hoffman estate, owned by Mr. O. Kirketerp. This dam has an 

90694—57T 36 
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estimated capacity of 844 million gallons and is practically full at this time. 
This dam is only a short distance to the east from the Hartman Dam. A 
superficial tasting of the water indicated that it was sweet and there was no 
apparent excess of salt or minerals. 

There is also another dam in this immediate vicinity on the New Herrenhut 
estate, owned by Mr. A. Lockhart. This dam is close to the road and has an 
estimated capacity of 4%4 million gallons of water. This dam was also full. 

The thought has occurred to me that possibly the Virgin Islands government 
could obtain permission from the owners of the above dams to take water. If 
you have available tank trucks which could make several trips a day, it might 
be feasible to haul water from these dams to your filtration and chlorination 
plant. This might help to alleviate the water shortage to a limited extent, and 
would also give information as to whether or not the dams in this particular 
area tend to remain at a fairly constant water level with constant usage. In 
any negotiations with the individuals concerned, you could use the approach 
that these dams were constructed by Vicorp free of charge for the benefit of 
all of the people of the islands. Even though they are on private land, it 
would seem that the owners should cooperate in an effort to help provide 
essential potable water for the people of St. Thomas. 

In the event that any water is taken from these dams I would appreciate 
having fairly accurate information as to the amount of water removed, in 
order that we might judge the possible potential for future use. 

With kindest personal regards, 

Sincerely, 
KENNETH A. BARTLETT, President. 

Mr. Lanican. Did you receive any reply up to the time you had 
left, from Governor Gordon? 

Mr. Bartterr. I don’t believe I received a formal reply. However, 
we, have discussed it since that time, personally, together. 

Mr. Cuuporr. Do you remember the date of the letter approxi- 
mately, Doctor ? 

Mr. Bartiert. It would have been in early January. 

Mr. Cuvuporr. Of this year? 

Mr. Bartiertr. Of this year; yes, sir. 

Mr. Laniean. Have any plans been put underway to make use of 
that water since that time? 

Mr. Bartiertr. My discussion with Governor Gordon indicated that 
the people who owned the land on which these dams were built were 
doing pretty well themselves by selling water from them, and ap- 
parently they were reluctant to enter into any ip enn with the 
government in connection with the sale of water. However, that was 
just a mere observation at that time. They hadn’t really been officially 
approached, as I understand the situation. 

Mr. Cuuporr. They didn’t own these dams, or build them, did 
they ? 

Mr. Barttetrr. No, sir. 

Mr. Cuuporr. The government built the dams, and then they ap- 
propriated the water and were selling the water? 

Mr. Bartierr. That is correct. 

Mr. Cuuporr. Is there anything in the law that gave them the right 
to do that ? 

Mr. Barrierr. There is nothing in the law that prevented them 
from doing it, that I know of. 

Mr. Cuuporr. Did you have the right to condemn that property 
for the purpose of using the water that was collected in the dams? 

Mr. Barrierr. I would seriously doubt it, under our land agree- 
ments, I mean under our dam agreements for building these dams. 

Mr. Cuvuporr. You built the dams, is that right; Vicorp built the 
dam? 
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Mr. Barrierr. That is right. 

Mr. Cuuporr. You had to get permission from the Hartmans to 
build the dam ? 

Mr. Bartiertr. That is right. 

Mr. Cuuporr. Did you have any agreement with the Hartmans that 
you were going to let them sell the water when you built the dam? 

Mr. Bartierr. No, sir. 

Mr. Cuuporr. Was any question or any discussion as to who had 
the right to use the water ? 

Mr. Bartierr. Not tomy knowledge; ever. 

Mr. Cuuporr. What was the purpose of building the dam ? 

Mr. Barriert. The dams cover a much broader purpose than help- 
ing just the individual. They have a very direct effeet on the water 
seepage below the dams. Asa matter of fact, in my personal opinion, 
the Soil Conservation people are here and they can be much more 
technical than I can—but my own personal observations indicate that, 
by blocking back that water behind these dams, and allowing it to seep 
slowly, we have built up the water level of wells below—I’m speaking 
of St. Croix now—we have improved the wells that are ahead of the 
dam. We have contributed more to the landowners down the line than 
we have to the actual man for whom we built the dam, in many cases. 

Mr. Knox. In other words, you lifted the water table? 

Mr. Bartterr. We raised the water table. 

Mr. Cuuporr. I am glad that for the first time something concrete 
is being done, especially on St. Thomas, to meet this problem. Are the 
people from the Soil Conservation Department here? 

Mr. Bartiertr. Yes. 

Mr. Cuvuporr. I am glad you are here. We tried to get somebody 
from the Service to testify at the hearings in the Virgin Islands, and 
although you promised to come, you didn’t appear. I was quite put 
out about it, so I am glad you are here today. 

Mr. Barruerr. May I correct that, sir? 

Mr. Cuuporr. Yes. 

Mr. Bartierr. The man from the Soil Conservation Service was 
present that day, but we got into such a long discussion on other mat- 
ters that he was not able to appear. 

Mr. Cuuporr. He was told to be in the council chamber at Charlotte 
Amalie the next day and he wasn’t there? 

Mr. Barttert. I didn’t know about that. I’m sorry. 

Mr. Cuvporr. I called him, and he wasn’t there. 

Mr. Bartiert. I’m sorry. 

Mr. Cuuporr. Since we were going to have hearings in Washing- 
ton, I didn’t make anything of it. 

Mr. Barruerr. I didn’t realize you had summoned him to St. 
Thomas. 

Mr. Moss. Mr. Chairman, I would like to ask at this time whether 
you know for certain, Dr. Bartlett, that your percolations from these 
dams are actually recharging the midunieoanal supply in areas below 
the dams? Is it an assumption, or are there studies which support 
that ¢ 

Mr. Bartierr. There are no scientific studies. 

Mr. Moss. Have there been any measurement of water tables? Do 


you know whether they have increased since the construction of the 
dams? 
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Mr. Barrterr. They have increased by observation, and by reports 
from the people who own these dams. 

Mr. Moss. Reliable reports? 

Mr. Barrierr. Yes, sir; I would say reliable reports. 

Mr. Moss. Study of wells and the water tables? 

Mr. Barrterr. The present water table, as related to where it was 
before they were built. 

Mr. Moss. Mr. Chairman, if we are going to have that kind of testi- 
mony, I would like to have some supporting evidence to tell us 
whether it is true. Percolation doesn’t always follow when you con- 
struct a dam, and you don’t always raise water tables. 

Mr. Cuvvorr. Mr. Moss, the Conservation people are here, and they 
might be able to enlighten us on some of those things when we get to 
them. I hope they will. Any further questions on it at this point? 

Mr. Knox. Not on that point, Mr. Chairman, but I do have a couple 
of questions I would like to ask Dr. Bartlett. 

Dr. Bartlett, on the fire in the sugar plant, to what extent was it 
covered by insurance 

Mr. Barruetr. We are self-insurers. 

Mr. Kwox. Just self-insurers? 

Mr. Barrietr. Yes. 

Mr. Knox. Do you set aside a percent of earnings in order to have 
a building fund? 

Mr. Bartietr. No, sir. 

Mr. Knox. How long will it take to rebuild the plant? 

Mr. Bartietr. We expect to be able to replace it during the coming 
dead season, as we speak of it, after the crop is over. 

Mr. Knox. Will the fire stymie the sugar operation ¢ 

Mr. Barttetr. No, sir. 

Mr. Kwox. It will not? 

Mr. Bartierr. We will not have any problems in that connection. 

Mr. Kwox. In other words, your operation will continue as normal 
with the exception 

Mr. Bartterr. That is right; in an emergency sort of way. 

Mr. Knox. That is all. 

Mr. Laniean. You mentioned the dam on the other side of the hill, 
or, I might say, the drainage from the Hartman Dam. Do you also 
have any opinion as to whether or not water might be used from the 
Hartman Dam, itself, to supplement the supply for Charlotte Amalie? 

Mr. Barrtetr. Not at this time. 

Mr. Laniean. After it fills up? 

Mr. Bartrerr. Definitely. 

Mr. Lanican. You would conclude from your observations that the 
water there would be about the same palatability as the water that you 
tasted of the other dam? 

Mr. Bartterr. That would be a mere supposition on my part. 

Mr. Lanican. Have you made any—has Vicorp or you made any 
study as to additional dam sites that might be built ? 

Mr. Bartierr. Yes, sir; I believe there are something over 400 
dam sites projected. You have the entire list. 

Mr. Lanigan. I mean on St. Thomas. 

Mr. Barttert. Yes, sir; there is a list for St. Thomas, also. 

Mr. Laniean. About how many would you say are there? 
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Mr. Barrierr. I would think it is in the vicinity of 40 or 60, It is 
in the record, Mr. Lanigan. 

Mr. LaniGan. I have an ad here that appeared in the Home Journal 
of St. Thomas for Friday, July 20, 1956. It is an invitation to bid 
a. by the ¢ ‘orpor: ation and it states that the bids will be received 

D. O. Bornn & Sons, agents for the Virgin Islands Corporation. 
C am sure you are familiar with this and other similar advertisements ? 

Mr. Barrierr. Yes, sir. 

Mr. Lanican. Could you tell us what the relationship is between 
I). O. Bornn & Sons, and the Corporation ? 

Mr. Bartierr. D. O. Bornn & Sons acts as an agent for the Corpo- 
ration in St. Thomas. 

Mr. Lanigan. What does it do? 

Mr. Bartierr. They are in charge of the overall dam-construction 
work. They handle any of our problems over there. Mr. Bornn 
handles any problems in connection with complaints of any nature, 
such as in connection with the power department, does a number of 
sundry jobs, serves on the loan committee there, for the approval of 
Joans. He investigates loans for us when they originate in St. Thomas. 

Mr. Lanican. Do you pay D. O. Bornn & Sons for this service ? 

Mr. Barrierr. Yes, sir. 

Mr. Laniean. You pay them as a firm or partnership ? 

Mr. Barrierr. No; it is a straight fee of $2,400 per year. 

Mr. Lanican. You pay it to the firm of D. O. Bornn & Sons? 

Mr. Bartrrerr. To the firm of D. O. Bornn & Sons. 

Mr. Lanican. You said Mr. Bornn is on the Soil Conservation 
Board, and he also has charge of the equipment and use of equipment 
of the Virgin Islands Corporation. 

Mr. Barrierr. Of the Virgin Islands Corporation. 

Mr. Laniean. Which Mr. Bornn is that? 

Mr. Barrierr. D. Victor Bornn. 

Mr. Lanigan. Is he the same D,. Victor Bornn who is on the Board 
of Directors of the Corporation ? 

Mr. Barruetrr. Yes, sir. 

Mr. Lanican. Does he receive any salary from the Corporation for 
his services, or 1s all the money paid to D. O. Bornn & Sons? 

Mr. Barrierr. All the money is paid to D. O. Bornn & Sons. 

Mr. Lanigan. What compensation does he receive as a member 
of the Board of Directors? 

Mr. Barrievr. Only his travel expenses in connection with Board 
meetings. 

Mr. LaniGan. Does he receive a per diem when he is at the Board 
meeting ¢ 

Mr. Bartrierr. Yes, sir. 

Mr. Laniean. Does he receive a travel allowance plus per diem, or is 
that travel allowance alone ? 

Mr. Bartierr. No; just a straight travel allowance. 

Mr. Lantean. How much is that? 

Mr. Barrierr. The usual government rates, depending on where 
he goes. 

Mr. Lanigan. That would be how much ? 

Mr. Barrierr. $12. 

Mr. Laniean. Plus his transportation ? 

Mr. Bartierr. That is correct. 
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Mr. Lanican. Have you ever discussed with the Board of Direc- 
tors the propr iety of his acting through D. O. Bornn & Sons as agent 
for the Corporation on St. T homas ? 

Mr. Barrietr. The question was raised by the General Account- 
ing Office and was on the agenda of a Board meeting. 

Mr. Laniean. What occurred at that time / 

Mr. Bartietr. The Board discussed the recommendations of the 
GAO that the position be abolished. A committee was appointed, 
consisting of Secretary McKay, at that time, and Mr. Ward Cana- 
day to study the situation and to report back to the Board. 

Mr. Lanican. Was a report back made? 

Mr. Bartterr. Yes; at the following Board meeting a report was 
made that Secretary McKay and Mr. Canaday had determined that 
there was no conflict in the situation, and they recommended the con- 
tinuance of Mr. Bornn as agent on St. Thomas. 

Mr. Cuuporr. Did you notify the General Accounting Office of 
that report ? 

Mr. Bamnave. They were—I am not sure they were formally ad- 
vised of it. On their next audit the question was again raised by 
the GAO, and I resubmitted it to the Board again; they continued 
the same policy which had been established. 

Mr. Cuvuporr. In other words, the Vicorp is operating the same 
way as the government of Virgin Islands, the recommendations of 
the GAO meant nothing, if you decided you had the right to do what 
you were doing? 

Mr. Bartterr. It was a policy matter for the Board of Directors. 

Mr. Cuuporr. I am not directing that at you personally. 

Mr. Bartietr. I understand. 

Mr. Knox. Were there any objections from GAO? 

Mr. Bartierr. Not after the second turndown. They have never 
raised the question again. 

Mr. Cuvporr. But they did object twice ? 

Mr. Bartterr. Yes, sir. 

Mr. Lanigan. Do you have copies of the minutes in which this 
was considered? I don’t mean with you at the moment. 

Mr. Bartterr. I have a full set of minutes with me. I can prob- 
ably find them very quickly. 

Mr. Lantcan. Do you want to have them read here? 

Mr. Cuuporr. Rather than take the time of the subcommittee, you 
have already told us about it, and I think if you take the excerpts of 
those minutes you have and supply it, we will put it in the record. 

Mr. Bartierr. The excerpts of the meeting in regard to Mr. Bornn? 

Mr. Cuvporr. Yes; and the action of the Board of Directors to the 
complaint of the GAO. 

Mr. Lanican. Do you know whether or not Mr. Bornn acted as 
agent, or whether Mr. Bornn or D. O. Bornn & Sons acted as agents 
for the Corporation before Mr. Victor Bornn became a member of the 
Board ? 

Mr. Bartiert. Yes, sir. Mr. Bornn was an employee of the Corpo- 
ration from early 1940 or 1941, in the early 1940’s anyhow, until 1947 
or 1948, I think it is, at which time D. 0. Bornn & Sons was ap- 
pointed as agent. He was appointed a member of the Board of Di- 
rectors in 1949: I believe that is the time sequence. Again I can give 
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you that in detail from his personnel record if you would like to have 
it, substantiated by exact dates, I mean. I am recalling it from 
memory. 

Mr. Cuuporr. I think if you write us a letter and give us that infor- 
mation, that will be sufficient. 

Mr. Bartierr. The date of employment, his positions, and so forth. 

Mr. Cuuporr. And when he lecons a member of the Board of 
Directors ? 

Mr. Barrierr. Yes. 

(The information follows :) 


EXCERPT FROM MINUTES OF BOARD OF DIRECTORS MEETING HELD IN WASHINGTON, 
D. C., ON SEPTEMBER 13, 1955 


The Chairman at this point reported, in connection with the GAO recommenda- 
tion that the position of general agent at St. Thomas be abolished, that he had 
checked this matter with his staff and found no objection to having a Board 
member serve in this capacity. The Board unanimously agreed to the following 
motion: “That the Board approve the action of the Chairman of the Board and 
Board Member Canaday in ruling that Mr. Victor Bornn is eligible to serve as 


general agent for the Corporation at the same time he is serving as a Board 
member.” 


EXCERPT FROM AGENDA OF THE BOARD OF DIRECTORS MEETING HELD IN ST. CROIX, 
Vv. IL, ON MARCH 16 AND 17, 1956 


Abolishment of the general agent position in St. Thomas 


The GAO recommends that the President submit the question of abolishment of 
the general agent in St. Thomas to the Board for reconsideration. An ex- 
pression from the Board on this recommendation is requested. 


EXCERPT FROM MINUTES OF BOARD OF DIRECTORS MEETING HELD IN ST. CROIX, V. L., 
ON MARCH 16 AND 17, 1956 


The recommendation made by the GAO for the abolishment of the general 
agent in St. Thomas was resubmitted for consideration. The same recommenda- 
tion was rejected by the Board last year. A motion was made, seconded, and 
unanimously passed that the position of general agent in St. Thomas should be 
continued, and the Board, after full consideration of the recommendation by the 
GAO, reaffirms the position previously taken to the effect that the appointment 
of a general agent in St. Thomas is within the exclusive operational policy of the 
Corporation and that the Board of Directors considers the same a necessary 
adjunct to the successful operation of the Corporation. 


May 2, 1952. 
D. O. Bornn & Sons, 
St. Thomas, V. I. 


GENTLEMEN : Confirming our verbal discussion with your Mr. D. Victor Bornn, 
effective May 1, 1952, your firm, D. O. Bornn & Sons, has been appointed agent 
in St. Thomas for the Virgin Islands Corporation at a monthly fee of $200. 


Your duties will be the same as those performed by our former agent, Mr. 
D. Victor Bornn. 
Sincerely, 


Gorpon M. Sxeocn, President. 
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Employment record, D. Victor Bornn 





Salary per} Position 
|} annum | 
The Virgin Islands Company: 
Jan. 1, 1945____- ; ‘ __.......| $4,800 | General manager market and Flight 
| (St. Thomas) (temporary). 
Feb. 1, 1945___._- iste bnieee 4,800 | General manager market and Flight 


(St. Thomas) (permanent). 


July 10, 1945 _- 1, 800 General manager, schooner Flight. 
July 1, 1946 (blanket increase, 14 percent). = 2, 052 | Do. 
Aug. 1, 1946__- 2, 400 | Do. 
July 1, "1948 (blanket increase , 3330) __ " 2, 730 Do. 
Virgin Is lands Corporation: 
July 1, 1949_- : ‘ 3, 600 | Do. 
July f, 1950__ 2, 


400 | St. Thomas agent. 
Apr. 30, 1952, terminated without prejudice. } 


Mr. Lanican. Does the Virgin Islands Corporation rent any of its 
equipment or contract for any work for private individuals on St. 
Thomas ? 

Mr. Barttert. Yes, sir. 

Mr. Laniean. Can you tell us how that operates ? 

Mr. Barrierr. That is handled through Mr. Bornn. 

Mr. Lanican. Just what do you do? 

Mr. Barrterr. Depending on the dam-construction program, we 
usually have available 1 or 2 bulldozers which can be used for con- 
struction work or for laying out roads, and so forth. Whenever that 
equipment is not being used on the dam program, Mr. Bornn has the 
authority to rent it to private individuals. 

Mr. Lanican. Does he rent that on a competitive-bid basis? 

Mr. Bartietr. No; we have established rental rates for all that 
type of equipment. 

Mr. Langan. Do you find that there is a steady or substantial 
demand for the use of your equipment on St. Thomas? 

Mr. Barrietrr. There was, but fortunately in the last year or two 
there has been a good deal of private operations starting, and we do 
not compete with private business. If we can turn the job over to a 
private individual, we do so. 

Mr. Lanicgan. You mean if somebody comes to you to rent some 
equipment, you will say, “Have you tr ied the private people?” 

Mr. Bartterr. That is correct. 

Mr. Lanican. Then if they say they haven’t, then you tell them to 
go to those people? 

Mr. Bartierr. That is correct. 

Mr. Laniean. If they say they have, and all the equipment is 
being used, then you will rent it if you are not using it? 

Mr. Bartietr. If we are not using it. 

Mr. Lanigan. Do you have any police: y statement to that effect ? 

Mr. Bartierr. The only statement, I think, in that connection 
would be just a very general statement. I don’t think it covers what 
you are driving at in connection with the rates and so forth. But it is 
an understood policy among the staff. 

Mr. Lantcan. How did that policy come into being? 

Mr. Bartiett. Well, simply by the fact that we don’t want to com- 
pete with private industry. 

Mr. Laniean. Who decided that? 
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Mr. Bartierr. I did; as President of the Corporation. 

Mr. Lantean. Have you ever had any complaints while you were 
in the Corporation to the effect the earth-moving equipment was being 
used on private contracts to the detriment of the dam- building 
program ¢ 

Mr. Barrierr. There has been—that statement has been made, 
but I don’t believe it is justified. 

Mr. Laniean. Did you make any investigation of that / 

Mr. Bartierr. Yes; I checked into it with Mr. Bornn as to what 
the situation was, and he explained the matter satisfactorily. 

Mr. Lanican. I see. What did he say? 

Mr. Bartierr. At that particular time the dam construction was 
not in a position to go ahead, and he therefore rented out the equip- 
ment. 

Mr. Lanigan. But the person who made the complaint thought 
the dam program was ready to go ahead; is that right? 

Mr. Barrierr. I presume; otherwise we would not have had the 
complaint. 

Mr. Lanican. I see. Now—— 

Mr. Knox. Are you through with the equipment bill? 

Mr. Lanican. Yes. 

Mr. Knox. I would like to ask Dr. Bartlett a question. 

Dr. Bartlett, the revenues derived from rental of the equipment, 
how is that accounted for? Is it depreciation upon reserve funds for 
purchase of new equipment, or is it in the capital of the Vicorp ? 

Mr. Barrierr. It goes to Vicorp, and takes into consideration oper- 
ational costs and depreciation, which is returned to capital funds. 

Mr. Kwox. That is used for the normal operations of Vicorp as 
a whole? 

Mr. Barrierr. As a whole. 

Mr. Lanigan. Could you tell us how you have been shipping your 
sugar in the last 2 years; can you give us the details of the manner 
in which it is shipped? 

Mr. Barrierr. Yes, sir. We have shipped our sugar in the last 
2 years on an LST type of vessel which comes directly up to the dock, 
and into which we drive our sugarcane trucks for off loading, thus 
eliminating the lighterage activity. 

Mr. Laniean. I think the General Accounting Office indicated you 
had cut your sugar costs from the prior hi andling? i is that correct? 

Mr. Barrierr. Yes, sir. I have the figures on that if you would 
like to have it. 

The shipping costs for the 1953 crop were $17.78. The shipping 
costs for the 1954 crop were $18.19. That is using the bag method 
of lighte ring it to the ship anchored in the harbor. The costs under 
the LST operation for 1955 were $15.43, and for 1956, $15.18. I can 
submit these for the record if you would like. 

Mr. Cuuporr. Let those figures appear in the record at this point 
without objection. 
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(The figures above referred to are as follows :) 


VIRGIN ISLANDS CORPORATION 


Comparative statement of shipping and selling expenses 


[Average cost per ton (based on sugar shipped)] 


Warehousing_- 
Cartage ..__- 
Lighterage 
Ocean freight 


Marine and war-risk insurance_ 


Weighing, taring, and mending 
Sampling ’ 

Testing 

Brokerage - 

Excise tax-- 
Miscellaneous_-_-__-_-. 


Total 


-\— a — 


| 


——7- 
| 1956 crop 1955 crop | 1954 crop | 1953 crop 
| 

| " : 


$0. 33 $0. 59 
78 


12. 97 
16 | 
44 | 
18 
-O1 | 
. 30 | 


01 | 


"15.18 | 


Mr. Moss. Is that per ton? 

Mr. Bartuerr. Yes; that is per ton. 

Mr. Knox. That is LST. 

Mr. Barrietr. The last two were for the LST operation; that 
correct. 

Mr. Lanigan. That was handled by the TMT Trailer Ferry, Inc. ? 

Mr. Bartietr. That is correct. 

Mr. Laniean. Did you ship with them under contract? 

Mr. Barriert. Yes, sir. 

Mr. Lanican. How did you happen to enter into that contract with 
the company ? 

Mr. Bartierr. In view of the high shipping costs I quoted to you, 
I felt that was one area in which we coul make substantial sav ings 
in the Corporation’s operations. I happened to pick up Puerto Rico 
paper one morning a, learned of the coming of this service to Puerto 
aoa. this LST service, and it occurred to me that it would fit very 
nicely into our needs. I thereupon wrote a letter to the company’s 
address as given in this news report, and shortly thereafter the vice 
president came over to see me to discuss it with me and later he brought 
the president with him and we discussed the entire operation, how it 
would be handled, and I asked him to give us a shipping price, which 
he did. 

We then solicited prices based on a lighterage operation, and acs- 
tually found that our lighterage operation was going to be increased 
in price for the coming year because of an increase in w ages which 
had been granted to the stevedores. 

Mr. Laniean. Then you don’t send out for formal competitive bids; 
you sound out the different people and you discuss it with them? 

Mr. Bartierr. That particular year it was simply by negotiation. 

Mr. LaniGan. I see. Do those contracts require a Board of Diree- 
tor approval or can they be made by management ? 

Mr. Barttert. They are a management function. 

Mr. Lanigan. At what level do you have to go to the Board for 
approval of a contract? 

Mr. Bartiert. I have never had a contract approved by the Board, 
except in the case of personal services. 
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Mr. Lanican. Now, when was the contract with the TMT Co. first 
entered into? 

Mr. Bartirerr. February 1955. 

Mr. Lanican. And, thereafter, I understand that Mrs. Bartlett be- 
came an employee of the corporation ¢ 

Mr. Bartierr. That is correct. 

Mr. Lanican. Will you tell us when that occurred ¢ 

Mr. Bartierr. In July 1955. In that connection, Mr. Chairman, 
I would like to read this statement if I may. 

Mr. Cuuporr. I think we will let you read the statement, but let 
Mr. Lanigan conclude his questioning. 

Mr. Barrierr. It has a bearing on what he is leading up to. 

Mr. Cuvporr. I mean on this point. 

Mr. Barrierr. All right. 

Mr. Lantncan. How did she happen to become an employee of the 
corporation’ Were you in on that ¢ 

Mr. Barrierr. Yes; she was asked by the vice president of the 
company to take over their representation in St. Croix. 

Mr. Cuvuporr. What is her title ? 

Mr. Barrierr. Her title? 

Mr. Cuuporr. Yes. 

Mr. Bar TLETT. Representative. 

Mr. Cuvuporr. Representative ? 

Mr. Barrierr. Yes. 

Mr. Cuvporr. Did they have a representative prior to the time 
they hired her to represent them ? 

Mr. Barrierr. Yes, sir. 

Mr. Cuuporr. Who was he? 

Mr. Bartierr. Mr. O. C. Wilson. 

Mr. Cuuporr. I see. How long had he represented them? 

Mr. Barrierr. I would say a period of about 3 weeks, perhaps. 

Mr. Cuvporr. They had had no former business dealings in St. 
Croix ? 

Mr. Barrierr. No, sir. 

Mr. Cuuporr. They didn’t need a representative there? 

Mr. Bartierr. No, sir. 

Mr. Cruvporr. He worked for them 3 weeks, then they let him go 
and contracted with your wife? 

Mr. Bartrierr. No; not until later. They let him go during the 
course of the sugar shipments. 

Mr. Cuvuporr. In other words, they both worked for a while? 

Mr. Bartietr. No. There was nobody for a while, because they 
were not running any regular service to St. Croix. They were only 
coming for sugar at that time. 

Mr. Lanitgan. What was the name of the vice president ? 

Mr. Bartietrr. Mr. Robert Leith. 

Mr. Lantean. Where was he located ? 

Mr. Bartierr. San Juan. 

Mr. Lanican. Could you tell us just in your own words what was 

said to bring this about; that is, did he come over and ask you to get 
him an agent, or just what happened / 

Mr. Barrierr. No. The shipments of sugar are made in lots of 
2,000 tons, and we started, I think, our first shipment in March or 
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April, that year, so they were over—these gentlemen were coming 
back and forth to the island whenever we had a sugar shipment. ‘The 
question of Mrs. Bartlett’s employment came up in July of 1955 when 
the West Indian Co., See was then operating a weekly service 
between San Juan, St. Thomas, and St. Croix, discontinued such 
service. They went bi of business. They withdrew their ship, and 
there was - weekly service any longer available from Puerto Rico, 
so we were faced with very serious transportation difficulties. TMT 
decided at that time that they — try to purchase or lease a small 
ship to operate such a service. I think the service actually started in 
August of that year, when they finally got a ship and got started. 

The TMT people asked me to arrange a meeting with the board— 
with the executive board of the St. Croix Chamber of Commerce, in 
order to discuss their shipping problems and where TMT might fit 
into the picture. A meeting was held, and a decision, a tentative 
decision, was made to try to offer the service which was needed. Mr. 
Leith, who I mentioned before, then vice president, requested me to 
find someone to handle the service for him. He wanted to find some- 
one who was competent and willing to undertake the job for them. 
I told him in that very first conversation that I though the best person 
to handle that service was Mr. J. C. Crawford, who had just lost the 
present service with the West Indian Co. whom he represented. who 
was the agent for the Pan American Airways, also for Sear, Roebuck, 
and who was a general importer who handled shipping of small 
schooners as well as ships of the West Indian Co. 

I went to Mr. Crawford and told him of the arrangements being 
worked out by TMT and suggested that he would be an excellent 
person for them to have to take over the service. He declined the 
offer and said he couldn’t handle it because of his relationships with 
Mr. Merwin, who is his brother-in-law, in Frederiksted, and who ha 
a competitive service with Bull and Alcoa, and at that time with the 
Three Bays Line operating out of Miami. 

He said under no circumstances could he consider taking over the 
representation. I shopped around to try to find someone else to under- 
take it and I was unsuccessful in interesting anyone in it. Mainly, 
I presume—or one good reason is the fact that has been brought out 
here throughout these hearings, the lack of people, responsible people 
to undertake that type of an assignment. 

Mr. Cuvporr. How did you get Wilson? 

Mr. Barrierr. I understand that Wilson more or less appointed 
himself. 

Mr. Cuuporr. Wasn’t Wilson in that business for many years on 
St. Croix? 

Mr. Bartrerr. Yes, sir; I don’t know how many. 

Mr. Cuuporr. Off the record. 

(Discussion off the record.) 

Mr. Cuuporr. On the record. 

Mostly small schooners? 

Mr. Bartierr. Small schooners entirely. As I say, I shopped 
around ; the difficulty of finding anybody to do the job was difficult. 

Mr. Lanican. Could you give us the name of some of the other 
people you contacted ? 

Mr. Bartterr. I spoke to the Merwins. They were not interested 
because of their conflict with the Three Bays Line. 
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Mr. Cuuporr. Is that Senator Merwin? 

Mr. Barrierr. Senator Merwin. I also talked to, I think, Mr. 
Cantrell at that time, who was not then employed with us, and sug- 
gested him to Mr. Leith. He was then employed by Mr. Rasmussen. 
I don’t remember any others. There weren’t too many to contact. 
The job was a part-time job; it was something that was going to take 
1 or 2 days a week at the most, and it was the type of job that the person 
employed had to have other income in order to be able to undertake 
it. It was not something that they could take as a full-time job. 
It also required somebody that could prepare ships’ papers and type- 
write, and so forth. 

Mr. Lanican. Will you proceed, then ? 

Mr. Bartierr. With the course of time, as they were coming in 
for sugar, and the men from San Juan were there, Mr. Leith was 
discussing the problem with me when at one time, as I remember it— 
I think we were at lunch together as a matter of fact—Mrs. Bart- 
lett’s name was suggested as a possibility. 

Mr. Laniean. Did you suggest it, or did he suggest it, or did 
Mrs. Bartlett suggest it? 

Mr. Bartierr. Frankly I couldn’t tell you. 

Mr. Lanican. Were all three of you there? 

Mr. Bartterr. I think all three were there, having lunch with 
some other people from the TMT. 

Mr. Lanican. And so as a result of that, she was employed; is 
that true? 

Mr. Bartierr. That is correct. 

Mr. Cuuporr. That was after Wilson was let out; is that right? 

Mr. Bartierr. Oh, a considerable time after he was let out. 

Mr. Cuuporr. Well now, wasn’t Wilson let out in June? 

Mr. Barrierr. I wouldn’t know the exact date. You could get 
that from TMT by writing to them. 

Mr. Cuuporr. How much did Wilson get for his services; do you 
have any idea ? 

Mr. Barttetrr. No; I do not. 

Mr. Cuuporr. What kind of experience in shipping did your wife 
have? 

Mr. Bartierr. None whatsoever. 

Mr. Cuuporr. She was absolutely a novice ? 

Mr. Bartterr. That is right. 

Mr. Brownson. What experience in shipping did this job require? 

Mr. Bartierr. Nothing, except typing papers. 

Mr. Cuuporr. Isn’t it true they had to go around and hire stevedores 
and make certain papers that had to do with shipping materials and 
things like that ? 

Mr. Barrierr. Oh, yes; you have to prepare all the shipping papers, 
certainly. There is no stevedoring in connection with the operations. 
The operation is a trailer operation. The trailers come in, filled with 
cargo, and are taken off of the ship and delivered directly. 

Mr. Lanican. Are there any employees required on the shore when 
the ship comes in to unload the ship and to get the cargo underway ? 

Mr. Barrierr. Oh, yes. They have regular truckdrivers, trailer 
drivers, who take the tractors off of the ship and deliver the cargo. 

Mr. Laniean. How many trailer drivers do they have on St. Croix? 

Mr. Barrterr. They have one permanent man. 
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Mr. Lanican. I see. How many tractors; you know the front end. 

Mr. Bartiert. Front end. 

Mr. Lanican. Yes; how many of those do they have ¢ 

Mr. Bartierr. They keep what they call a brute, to take the tractors 
off the ship, and one for delivery. 

Mr. Lanigan. Is Mrs. Bartlett charged with any responsibility 
with respect to the supervising this delivery of goods and the operation 
of the trailers while they are on the island ? 

Mr. Barrierr. Oh, yes: that is her responsibility, to see that the 
goods are delivered and collected for. 

Mr. LaniGan. Does that include to see that the sugar was picked 
up from Vicorp and got to the dock on time? 

Mr. Bartrierr. No; the sugar arrangement was entirely separate. 

Mr. Laniean. How did it get to the dock? 

Mr. Bartierr. By Vicorp trucks. That is part of our responsibil- 
ity, to deliver to the ship. 

Mr. Lanican. TMT didn’t actually deliver it? 

Mr. Bartierr. No, sir. 

Mr. Lanican. How about the trailers? Whose trailers are they? 

Mr. Bartierr. We use our own trucks and trailers, the same as we 
have done under the lighterage operation previously. 

Mr. Lanican. You mean you move your own trailers onto the TMT 
ships ? 

Mr. Bartierr. Only during the sugar operation. 

Mr. LanieGan. Don’t the trailers go directly onto the ships? 

Mr. Bartierr. No, sir; not in the case of the sugar operations. The 
sugar operation is a distinct operation from the other operation. <A 
distinct type of ship and different size ship entirely. They are two 
distinct operations. 

Mr. Laniean. Now, about how much time does Mrs. Bartlett spend 
a week on this job? 

Mr. Barrietr. I would say approximately 2 days. 

Mr. Laniean. Two full days? 

Mr. Bartterr. Two full days. 

Mr. Laniean. Is that when the ships are in? 

Mr. Bartiert. That is right. 

Mr. Lanican. What is her salary ? 

Mr. Bartietr. $50 per week. 

Mr. Cuuporr. Does she have any other duties for TMT on the 
island ¢ 

Mr. Bartierr. None whatsoever. 

Mr. Cuvporr. Is it true, when you have less than a load, she tries 
to fill up the ship with other material ? 

Mr. Barrierr. The amount of export out of St. Croix doesn’t 
amount to much; usually there is nothing whatsoever going out. 
Once in a while there may be a small shipment of rum, possibly a 
a shipment of household goods. I doubt if they would export 100 
tons per month. 

Mr. Cuuporr. Does TMT carry that on their bottoms? 

Mr. Bartierr. On their what / 

Mr. Cuuporr. Does the TMT carry it on their bottoms—on their 
ships ? 

Mr. Bartiert. Yes. 

Mr. Cuuporr. Do they fly American flags; TMT ? 
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Mr. Bartterr. Both American flag, Panamanian flags, and a Hon- 
duras fiag, I believe. 

Mr. Cuuporr. Do they change the flag when the ship can’t meet 
the Coast Guard regulations? When the ship gets to the point it 
can’t meet the safety regulations put out by the United States Coast 
Guard, they change the registry to a foreign flag, and they do the 
same work anyway; is that true? 

Mr. Barrierr. That is quite true. 

Mr. Cuvuporr. Do you know what TMT paid Wilson for the time 
he worked for them ¢ 

Mr. Bartierr. No, sir; I do not. 

Mr. Cuuporr. Would you be surprised to know it was $50 a 
month 4 

Mr. Bartierr. No; I don’t have any idea what they paid him. I 
could understand that, because the sugar ships only came on the 
average of twice a month at that time, and he had very little respon- 
sibility in connection with it. They sent all of their own people Stet 
San Juan to load and unload the ships, they sent their tractor drivers, 
they sent their shore personnel, and all Wilson was responsible for 
was for lining up the stevedores, taking the sugar off the trailers into 
the ship. 

Mr. Ciacedew: So that he didn’t have a very difficult job, you would 
say! 

Mr. Bartietr. No, sir. 
ae Cuuporr. Then why did they let him go; do you have any 
idea ? 

Mr. Bartierr. I would prefer that you would get that informa- 
tion from TMT. 

The Cuuporr. Then you say you don’t know ? 

Mr. Bartterr. Well. 

Mr. Lanican. You say Wilson had to line up the stevedores to 
unload and load the ships for sugar. Who lined up the stevedores 
after he stopped working for them ? 

Mr. Bartterr. They Tined them up—by that time they had a work- 
ing arrangement with the president of the union, and a contract. 

r. Lantcan. I see. How was the union notified when the ship 
was going to come in and work had to be done? 

Mr. Bartierr. Through my office. 

Mr. Lanican. Through your office? 

Mr. Barrett. Yes. 

Mr. Lanican. Did Mrs. Bartlett have anything to do with that 
notification ? 

Mr. Barttetr. Nothing whatsoever. 

Mr. Lanican. Before Mrs. Bartlett took this position, did you 
discuss this at a meeting of the Board of Directors, of the Virgin 
Islands Corporation, about taking the job? 

Mr. Barttert. No, sir. 

Mr. Cuouporr. Did they subsequently find out she had the job? 

Mr. Barrierr. It certainly was no secret. I cover that in this 
statement which I wanted to insert in the record. 

Mr. Cuuporr. Did you or anybody in the Virgin Islands Cor- 
poration ever discuss this with the Secretary of the Interior’s Office? 


Mr. Bartterr. I discussed it with the Administrative Secretary of 
the Interior Department. 
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Mr. Cuuporr. What was his name? 

Mr. Bartierr. Mr. Beasley. 

Mr. Cxuuporr. Did Mr. Beasley give you any opinions as to 
whether or not she should keep this job or leave it ? 

Mr. Barrierr. He felt there was no problem involved, and no 
conflict of interest, and he saw no reason why she should not be em- 
ployed by the TMT Corp., if she wished to do so. 

Mr. Cuupvorr. When Mr. Lanigan and Mr. Perlman were in the 
Virgin Islands, and they had a chat with you concerning this, didn’t 
you tell them Mr. Beasley told you there was no objection to your 
wife holding the job providing it was on a straight-salary basis and 
she got no commissions whatsoever ? 

Mr. Bartterr. I think that is included in my statement; yes. 

Mr. Lanigan. Was Mr. Lausi present at the meeting ? 

Mr. Bartietrt. Yes, sir. 

Mr. Lanican. Did he concur in that opinion, or did he make any 
statement at all? 

Mr. Barrierr. He suggested we discuss the matter with Mr. 
Beasley, and we did. 

Mr. Cuuporr. Mr. Lausi is here so we can ask him that question at 
the proper time. 

Mr. Lanigan. Are you sure that it was Mr. Leith, rather than Mr. 
Rathe, with whom you discussed hiring Mrs. Bartlett ? 

Mr. Bartierr. | am positive it was Mr. Leith. 

Mr. Lanigan. We have obtained a statement from the TMT Trailer 
Ferry. We asked them roughly the same questions that we have 
asked Mr. Bartlett, and they have given us their reply. I wonder if 
we can put this in the record at this time? 

Mr. Moss. Mr. Chairman, I would like to suggest that the request 
of Dr. Bartlett for a reading of the statement or the inclusion of the 
statement on this matter be made a part of the record. (See appendix 
G, p. 839.) 

Mr. Cuuporr. Yes. Dr. Bartlett, I understand you wanted to make 
a statement, and I said you could when we were finished. 

Mr. Bartuerr. Yes. 

Mr. Cuuporr. Would you rather make it now, or would you rather 
wait until members of this committee ask you questions ? 

Mr. Bartierr. It makes no difference, sir. 

Mr. Cuuporr. All right, you can read it in the record. 

Mr. Knox. May I ask Dr. Bartlett a question ? 

Mr. Cuvuporr. Do you want to hold the statement until we are com- 
pletely through questioning? 

Mr. Bartierr. Surely. 

Mr. Cuuporr. Mr. Knox. 

Mr. Kwox. I am sorry I came in a little late, Dr. Bartlett, but I 
have not been informed as to the initials “TMT.” 

Mr. Bartierr. Trailer Marine Transportation. 

Mr. Knox. Trailer Marine Transportation. You gave us some fig- 
ures on cost of shipping for 1953, which was $17.78 per ton; 1954, 
$18.19 per ton. And then when you went to TMT in 1955, it dropped 
to $15.48 a ton; 1956, down to $15.18 per ton. 

Mr. Bartierr. Yes. 

Mr. Knox. You negotiated the contract with TMT, which brought 
about the reduction in cost of transportation ? 
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Mr. Barrierr. That is correct. 

Mr. Knox. What I am trying to determine is what connection 
your wife’s appointment with the | private concern has with the Vicorp 
operation. I can see none. You have a contract with the company, 
and because of their desire to employ an individual, there seems to be 
some question as to the propr iety 

Mr. Bartierr. Propriety. 

Mr. Knox. Propriety of her employment. Now, the TMT has no 
connections with Vicorp except through the contract which you have 
with TMT for the transportation of sugar; is that correct 

Mr. Barrierr. That is correct. 

Mr. Knox. I would like to be enlightened as to why all of this 
interrogation on this particular point, going into the salary, the time 
that an individual, or the salary an individual receives, the time they 
spend, in earning the salary which they are receiving from a priv ate 
corporation. Now, if the cost of transportation had been higher, 
through the contract with TMT, maybe there would be some justifi- 

cation for entering into this problem to determine if there had been 
any conniving on the part of the corporation and the private company 
in the tr ansportation of sugar. But apparently from the figures we 
have received, it shows that they have had a saving of some $3 a ton 
in the shipment of sugar through this new contract, to what it was 
costing prior. So I certainly would like to be enlightened as to why 
all this cross-examination and interrogation. 

Mr. Cuuporr. Mr. Knox, if you are directing your inquiry to 
me—— 

Mr. Knox. No, [ am not. 

Mr. Ciruporr. I want to simply answer you this way: I am not 
accusing Dr. Bartlett or Mrs. Bartlett of doing anything wrong. I 
am not navies the Virgin Islands Corporation is doing anything 
wrong. I think I made a statement on the floor of the House in 
which I said certain facts have come to my attention which might or 
might not show a conflict of interest, and that we are going to look 
into them to determine whether or not there was a conflict of interest. 

We certainly can’t study a situation and make a finding of fact 
until we get the facts in the record. Now, it might very well be that 
after we hear the entire testimony of Dr. Bartlett, and we read the 
information given to us by TMT, we will decide as a matter of fact 
there was no conflict of interest in this case, but certainly as a sub- 
committee of the Committee on Government Operations, charged 
with the duty of investigating the Government operations of ‘the 
executive departments, we have a right to look into this thing. 

Nobody is going to be charged with anything. Nobody is being 
accused of anything. And nobody is being definitely prosecuted. 
We are just a factfinding body. That is all Tam trying to do, to get 
the facts on the record. 

Mr. Knox. Mr. Chairman, I am not accusing you with anything, 


but I certainly listened with a great deal of interest to the questioning 
and interrogation going on. 


Mr. Cruporr. That is the only way we can get the facts. 

Mr. Knox. I think it has been made quite plain here, Mrs. Bart- 
lett is the employee of the private corporation. From all the figures 
that have been given, it certainly appears to me, Vicorp has entered 


90694—57——37 


vo =e 











566 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


into a contract that is in the best interest of their operation and the 
best interest of the Government. 

Mr. Cuuporr. Mr. Knox, when this report is written, and the re- 
port states that Mrs. Bartlett was working as agent for TMT, and 
this was in conflict of interest with her husband and with the United 
States Government, if you feel we are wrong, you certainly have a 
right to write your separate views; all you are doing is prejudging 
us. I have not accused anybody of anything. All ‘T am trying to 
do is get facts here. After we read the facts and decide what the 
facts show, then we are going to report back to the Congress. Cer- 

tainly I am going to be the last one to say there was a conflict of in- 
terest, if there wasn’t. 

Mr. Moss. Mr. Chairman, I would like to make this observa- 
tion 

Mr. Knox. May I finish for a moment? 

Mr. Moss. Yes; go ahead. 

Mr. Knox. What I think is, the staff went down there, and had all 
this information, relative to Mrs. Bartlett, prior to coming to this 
meeting. Never was the minority informed of information gathered 
by the “staff. So therefore you come in and you go over this entire 
matter, time and time again. 

Mr. Cuuporr. As a matter of fact, this statement was made by 
me on the floor of the Congress, and every Member of the House who 
heard me or read the Record knew about this. This wasn’t some- 
thing I am springing on you today. It was in the Record. I pur- 
posely made that statement for the Record so that you wouldn’t be 
able to say that I sprung it on you at the meeting. I think first of 
all—I think if the staff came upon this information while they were 
down there, they were under duty to disclose it. They didn’t come 
to me and say there is a conflict of interest. They said we have 
found these facts. I said that might be a conflict of interest. I said, 
“Let’s hear them when we have our hearings; Dr. Bartlett is going 
to be here anyway.” And that is what we are doing today. 

Mr. Moss. Mr. Chairman, I think the fact Dr. Bartlett himself 
sought the advice of Mr. Beasley, from the Department of the In- 
terior, indicates there was some reservation in his own mind as to the 
propriety of his wife accepting employment with TMT, the question 
of whether or not at some later date it might rise up and prove some- 
what embarrassing. I think there is nothing different here, in taking 
a look at the position Mrs. Bartlett holds with the firm handling 
the sugar for the Corporation of which her husband is the President. 
In fact, I think there is a very definite responsibility on the part of 
this committee to go into it very carefully. 

Were I Dr. Bartlett, I would insist it be gone into so that the 
record would be perfectly clear, and that any question as to the pos- 
sible conflict of interest or the possibility of that fact sw aying my 
judgment would be clearly on the record. I see nothing unusual— 
certainly it is not unusual—because it is a thing that an investia: itive 
committee, not only of the Congress, but of most State legislatures 
and many other public bodies, have done from time immemorial. 
There is also the possibility of it influencing the judgment. 

You know, where your relatives are employ ed sometimes can be- 
come a matter of discussion. I am not immune from it; in cam- 
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paigns, for example, where there might be discussion about some 
of my relatives. It is a very normal area of inquiry, and I don’t 
think that the staff nor the chairman should be criticized for giving 
a look at something which would normally be pursued by any in- 
vestigative or study group. 

Mr. Bartierr. Mr. Chudoff, may I make a statement ? 

Mr. Cuuporr. I will give you an opportunity to read that state- 
ment. 

Mr. Moss. That is why I wanted Dr. Bartlett’s statement in the 
record. 

Mr. Bartietr. That will cover a point—— 

Mr. Moss. It should be in the record. 

Mr. Barrierr. Mr. Moss made the statement I went to Mr. Beas- 
ley. I went at the request or suggestion—suggestion, not request— 
suggestion of Mr. Lausi, sir. I had no guilty feeling about it. Mr. 
Lausi had called it to my attention. 

Mr. Cuuporr. So that actually there was perhaps some doubt in 
Mr. Lausi’s mind that what you were doing wasn’t right ? 

Mr. Bartierr. Quite possible. 

Mr. Cuuporr. They looked into it and decided what you are doing 
isright. We may decide the same thing. 

Mr. Barrierr. I didn’t go to Mr. Beasley directly. I had no 
guilty feeling about this whatsoever. 

Mr. Cuuporr. Mr. Smith, do you care to make a comment on this? 

Mr. Suirn. Yes; we have a lot of high-powered money around 
here, and the record will be more than the loss of this Corporation 
in a year if we don’t get underway. I suggest we proceed and get 
functioning around here; Let’s get the information in the record. 

Mr. Cruporr. Do you want to make your statement ? 

Mr. Barrierr. This is addressed to Hon. Earl Chudoff. 

DEAR Mr. CHAIRMAN: The question of a possible conflict of interest involving 
my wife and the Trailer Marine Transportation Co., which you raised in your 
press release of last week, came as a tremendous shock to me. I would first 
like to clarify one point. In your press release and in the public statement 
issued by you, the word “agent” was used. Mrs. Bartlett is an employee and 
not the agent of TMT in St. Croix. 

Mrs. Bartlett has been employed by TMT since July 1955. In September 1955, 
at the request of Mr. Anthony T. Lausi, executive secretary of the Board of 
Directors of the Virgin Islands Corporation, I discussed her employment with 
the Administrative Assistant Secretary of the Department of the Interior, Mr. 


Otis Beasley. Mr. Beasley found no objections and no conflict of interest in her 
employment by TMT. 

The General Accounting Office reviewed the activities of the Corporation in 
1955 and again in 1956 and they have never raised any question regarding the 
propriety of her employment. Your committee held hearings in St. Croix, V. I., 
in December 1955 and again in 1956. I was questioned extensively on Vicorp 
activities, and yet the question of Mrs. Bartlett’s employment was never raised. 

I wish to emphatically state that I do not consider there was or ever has been 
any conflict of interest in my wife’s employment. I am proud of the fact that I 
was personally responsible for bringing TMT to the Virgin Islands. They have 
made a tremendous contribution toward solving a serious transportation prob- 
lem, particularly in St. Croix which has no deep-water harbor. The shipping of 
Vicorp sugar by TMT has saved the Corporation a minimum of $65,000. 

It is difficult for me to understand why suddenly, in 1957, my wife’s employ- 
ment by TMT becomes a possible conflict of interest. I am glad to have this 
opportunity to appear before your committee and answer any questions which 
will clarify the situation. 
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Mr. Cuuporr. Mr. Bartlett, what I want to say to you is the reason 
the question wasn’t raised by the committee in December 1956: It only 
came to our attention somewhere in January 1957. In order to be fair 
to you and your wife, we inquired of the TMT Trailer Ferry, Inc., in 
Miami, Fla., as to the circumstances as to how your wife became either 
their employee or agent, whatever you want to call her, and the com- 
pensation and everything else. They forwarded an answer, and it 
would be fair to your wife to put it in the record at this time. 

Mr. KNox. May we have it read, please? 

Mr. Cuuporr. Do you want to read it? It is quite lengthy. Sub- 
ject to any objection by Mr. Knox at a later time, if you object I will 
take it out. 

Mr. Moss. I have just one question: Were you surprised and ap- 
parently indignant when it was suggested to you that you should clear 
the matter of your wife’s employment with Mr. Beasley ? 

Mr. Bartietr. No. I thought that was quite a routine request. 

Mr. Moss. Then this request, or discussion, when it was brought to 
the attention of the committee of the Congress, should have been no 
greater surprise to you that it was when it was first suggested that you 
clear with Mr. Beasley? 

Mr. Bartierr. That is right. 

Mr. Cuuporr. Do you want to proceed / 

Mr. Lanicgan. That concludes this matter. I have no more ques- 
tions of Mr. Bartlett. 

Mr. Crruporr. Do you have any questions of Mr. Bartlett ? 

Mr. Surrn. No, sir. 

Mr. Cuuporr. Mr. Knox, do you have any further questions of Mr. 
Bartlett ¢ 

Mr. Kwox. I think not. 

Mr. Cuuporr. Thank you, Mr. Bartlett. 

Is the representative of the American Hotel Association here? 

Mr. Ryan. Yes, sir. 

Mr. Smiru. Off the record. 

(Statement off the record.) 

Mr. Cuuporr. Would you identify yourself for the record, please ? 


STATEMENT OF M. 0. RYAN, WASHINGTON REPRESENTATIVE, 
AMERICAN HOTEL ASSOCIATION 


Mr. Ryan. Mr. Chairman, and gentlemen of the committee, I am 
M. O. Ryan, Washington representative for the American Hotel As- 
sociations. The Puerto Rican Hotel Association, and the Virgin 
Islands, as well as some of those groups in the United States territories 
and possessions, are affiliated with us. 

It was a week ago when I learned of your subcommittee’s plans to 
hold these hearings. I immediately airmailed to the Virgin Islands 
association, knowing their desire to appear on problems before you 
with which they are acquainted. Monday this week they phoned 
that it would be impossible for them to have a witness here. Inas- 
much as I had some knowledge of their problems, they urged me to 
come before you with a brief statement which will take 3 or 4 minutes. 

Mr. Cuvcporr. Mr. Ryan, before you start your statement, I be- 
lieve you identified yourself, but you didn’t give your address. 

Mr. Ryan. 777 14th Street NW., Washington, D.C. 
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Mr. Cuvuporr. Do you have a prepared statement ? 

Mr. Ryan. Yes. 

Mr. Cuvporr. Do you have copies for the committee ? 

Mr. Ryan. I was never told for sure I could get on. Mr. Perlman 
told me this morning that if I came up maybe T could get on, so I do 
not have a prepared statement. 

Mr. Cuuporr. The only thing under the rules of our committee, if 
you should ever come in the future, i is that if you will bring prep: ared 
statements and give it to us at least 24 hours in advance, we will 
appreciate it. 

Mr. Ryan. I am aware of that. I called twice yesterday and 
called this morning to ascertain whether you could hear me, Mr. 
Chairman. 

Mr. Cuvporr. You may proceed. 

Mr. Ryan. Thank you, sir. As you know, an extremely perilous 
situation has existed during the past 60 days, in that St. Thomas 
Island has been reduced to a 36-hour water supply much of the time. 
Coming as it does, in the midst of one of their best tourist seasons of 
the year, this seriously affects the ability of hotels to operate in a 
manner which is pleasing to the guests. 

In spite of the fact that the United States Navy is assisting in haul- 
ing supplemental water supplies from Puerto Rico, they have been 
unable to restore a safe reserve. And I am told that when the under- 
ground storage gets low, in the reservoirs, salt water intrudes, and 
makes what supplies they do possess brackish and almost unusable. 

The hotel association has documented evidence to prove that when 
the water supply becomes stabilized, substantial development will be 
witnessed on the islands. Not only are a number of new hotels con- 
templated, and the backers of the properties prepared to advance 
needed capital, but it is reported that there are other types of busi- 
ness establishments which are to be constructed. 

Since tourists provide the major source of income to the islands, it 
is essential that the hotels be enabled to function properly. And an 
inferior water supply would comprise an extremely difficult obstacle 
in the attraction of a continued stream of visitors. 

It is my understanding that the Congress authorized a survey last 
year, by a private engineering firm, and that the sur vey recommended 
the installation of water distillation plants on the islands. A similar 
recommendation was made by Goodrich Lineweaver to the Senate 
Committee on Interior and Insular Affairs. Mr, Lineweaver felt 
that an investment of less than $2 million would provide for 6 distil- 
lation units, such as are now used by the Navy, and that such equip- 
ment would meet the needs of the island for the next 7 years or longer. 

As a layman, it would seem to me that if the Congress is to expend 
funds for the continuation of studies in salt-water conversion, a pilot 
plant, or a demonstration unit, might be located in the Virgin Islands. 
Thus, as the studies progressed, that area could be blessed with the 
additional water supplies which they require. 

May I take this opportunity to compliment the Office of Territo- 
ries in the Department of the Interior. Throughout the years that I 
have been accompanying hotel officials from the Virgin Islands down 
to the Department, as various emergencies arose, I have always found 
them to be thoroughly conversant with the situation, and ingenious 
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enough to provide remedies, whenever their funds permitted. They 
have not only given wise counsel and guidance to hotels in the Virgin 
Islands, but they have a similarly good grasp on the problems in 
Alaska, Hawaii, and other Territories and possessions. 

When I have accompanied representatives of the Hotel Association 
of the Virgin Islands in pursuit of their problems, I have always 
found the Office of Territories thoroughly conversant with the situa- 
tion, extremely helpful, and ingenious in trying to find a way to meet 
those problems. 

There are numerous illustrations in the hotel business which would 
seem to prove the point that resort areas inevitably grow as the 
tourist facilities multiply. Usually, in the business world, it is easy 
to reach the saturation point, and facilities built beyond that point 
are apt to cripple the entire business structure of a community. 
However, Miami Beach, Las Vegas, Nev., and the Hawaiian Islands, 
and other meccas for resort tr avel, have discovered that as they build 
more and more hotels, and nice motels, business does not suffer. 
Rather, it flourishes. Similarly, if such facilities are not built, the 
tourist travel dwindles. Alaska is an illustration today of a fabulous 
resort area, where only a trickle of tourist business is experienced, for 

vant of adequate satisfactory hotel structures. 

I am sure that your subcommittee is concerned with the economy 
and the welfare of the Virgin Islands and its people. I am sure, 
also, that you will be interested in any kind of expansion, such as 
the increase of the hotel business, which w ould subsequently provide 
many new jobs and bring to the islands an increased volume of busi- 
ness from the mainland. This type of development appears to be 
hanging only on the need for supplemental water supplies. Your 
committee’s recommendations regarding this subject would un- 
doubted be persuasive upon the Flouse “Appropri ations Committee. 

Thank you for this opportunity to visit briefly with you. 

Mr. Cuuporr. What you are trying to tell us, Mr. Ryan, is you 
feel the only way the problem can be met, and so that they won’t 
have an emergency every year, or every so often, as far as quota 
of water is concerned, is that we should have installed the distillation 
process of salt, water and that would end all your troubles down 
there ? 

Mr. Ryan. Mr. Chairman, I am reflecting the thought of the as- 
sociation of the Virgin Islands in that respect. I have not had the 
privilege of visiting “the islands, so I don’t know. But that is their 
view. 

Mr. Cuuporr. Well, in talking to a number of your hotel men 
down there, some of them have told me that they feel that the system 
of building dams, such as Dr. Bartlett described, and such as the 
Soil Conservation Service is operating at the present time, is going 
to be the answer to the problem. It might not be necessary to spen: d 
the money to put in these distillation plants. 

Mr. Ryan. Neither the president nor the vice president of the as- 
sociation has reached that conclusion as yet. They are the only ones 
to whom I have talked. They are aware, however, of the fact that 
the program has great promise, Mr. Chairman. 

Mr. Cuvporr. I just want to say one other thing to you; it is in 
the nature of a statement rather than in the nature of a question. 
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I understand that, as hard as this committee has worked, and the 
other committees of Congress have worked, to try to help the situation 
in the Virgin Islands as far as water is concerned, there was a meeting 
of the chamber of commerce down there. They were quite upset by 
the fact that we were telling the press that we were trying to do some- 
thing to help you, because it would tell the people there wasn’t enough 
water down there to take care of their needs. Consequently, as a re- 
sult of our telling everybody we were going to try to help, they 
claimed they were Josing business down there and for that reason they 
ought to keep it a secret. 

Mr. Ryan. W ell, sir, that would be an odd situation to be con- 
fronted with. Lam not familiar with that, Mr. Chairman. 

Mr. Cuuporr. I understand Mr. Russell, who is the representative 
of the chamber of commerce, on St. Thomas, made that statement, and 
I was quited amazed, because certainly we are trying to help you with 
the problem rather than try to scare people from going to the Virgin 
Islands. 

Mr. Ryan. Iam sure of that. 

Mr. Cuuporr. Are there any questions ? 

Mr. Brownson. Mr. Chairman, I had to step out for a minute. I 
think this is the first witness on the hotel situation; am I right ? 

Mr. Cuuporr. That is right. 

Mr. Brownson. Do you have any figures or any ideas as to the con- 
tribution of ke hotels to the overall ec onomy of the Island ¢ 

Mr. Cuvvorr. That is in the record, on St. Croix. Mr. Kimelman, 
who I believe is seaside not Vice president, but member of the board 
of directors of the hotel association of the Virgin Islands—they com- 
bine their associations now—gave us a lot of figures as to the contribu- 
tion of the hotels, the number of employees, the amount of money that 
comes in. If you will read the record of our hearings in December, I 
think you will find Mr. Kimelman’s answers cover that. 

Mr. Ryan. I understand, Mr. Brownson, that the tourist receipts 
from last year will approximate $11 million in the island. 

Mr. Brownson. Do you know whether all of the tourist hotels are 
using salt water for their toilet-flushing facilities, or do some of them 
use fresh water ? 

Mr. Ryan. I understand they are all obliged to use salt water. 

Mr. Cuuporr. At one time the Virgin Isle Hotel was using fresh 
water, but since the last shortage they converted to salt-water flush- 
ing. I think every hotel in the island is using salt water. 

Mr. Brownson. That is one fresh-water economy that can be real- 
ized, since toilet operation is normally one of the largest portions of 
the overall use of water in hotel operation. 

Mr. Cnuuporr. The changeover from fresh to salt water is quite ex- 
pensive. I think the figure we have received from changing from 
fresh water to salt water flush is $30,000, The salt water corrodes the 
pipe that they use in fresh water; unless they put a certain type of 
pipe in it won’t work. Thank you, Mr. Ryan. 

We will take a 5-minute recess to give the stenographer a break. 

(Short recess taken. ) 

Mr. Cuuporr. The subcommittee will come to order. 

We are going to take the next witness out of order, because he came 

specially from the Virgin Islands and he has to get back. We 
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don’t want to hold him here. Will Mr. Rudolph Galiber come up, 
please. 

Before we take Mr. Galiber’s testimony, I would like to read into 
the record a cablegram that was received by the subcommittee from 
Leonard Brewer, “president of the Chamber of Commerce of St. 
Thomas, V. 1., dated March 2, 1957, 8:45 a.m. 

Re serious water problem St. Thomas Chamber of Commerce urgently recom- 
mends Vicorp be authorized to build series public earthen dams and wells simi- 
lar to program accomplished with considerable success at St. Croix. Know-how 
and equipment available islands and job minimum costs millions of gallons 


water can be impounded seems most practical approach to problem until addi- 
tional more elaborate systems devised. 


CHAMBER OF COMMERCE, St. THOMAS, V. I. 
LEONARD BREWER, President. 

Without objection, we will put it in the record at this point. 

Mr. Galiber, will you identify yourself for the record, please? 


STATEMENT OF RUDOLPH GALIBER, FORMER COMMISSIONER OF 
PUBLIC WORKS, VIRGIN ISLANDS 


Mr. Gatiser. I am Rudolph Galiber, former commissioner of pub- 
lic works for the United States—Virgin Islands. 

Mr. Cuuporr. Mr. Galiber, you have a lovely soft way of speaking, 
and I am not saying this ee because I like to listen to you. 
But that gentleman all the way back there would like to hear you, and 
I would appreciate it if you woald keep your voice up. 

Mr. Gauiper. I am a graduate of Howard University, with major 
in structures. I am a master of scientific engineering from the Uni- 
versity of Michigan. I formerly had the position of head of the di- 
vision of sanitation in the Virgin Islands for the health department. 
I was promoted to assistant commissioner of public works and then 
acting commissioner of public works, and for the past 8 months, com- 
missioner of public works of the Virgin Islands. 

I am an associate member of the American Society of Civil Engi- 
neers, member of the American Concrete Institutes, and an affiliate 
of American Public Health Association. I am a veteran of World 
War II. 

I would like to give, Mr. Chairman and the committee, some back- 
ground information on the water problem in St. Thomas, V. I. 

Mr. Cuuporr. Before you get into that, Mr. Galiber, I understand 
you to say you are a former commissioner of public works? 

Mr Gatieer. Yes. 

Mr. Cuuporr. When did you cease to be the commissioner of public 
works ? 

Mr. Gatiper. I was fired by the government 2 weeks ago. I was 
asked to resign. : 

Mr. Brownson. I didn’t get the date when he started. 

Mr. Gaureer. I started in June 1956, as commissioner of public 
works. 

Mr. Brownson. Who appointed you commissioner ? 

Mr. Gauiser. Governor Gordon. 

Mr. Brownson. Before that you had been assistant to the commis- 
sioner; is that right ? 

Mr. Gauiprr. Assistant commissioner; yes. 
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Mr. Brownson. When were you appointed assistant commissioner ? 

Mr. Gariser. A year before that; June 1954. 

Mr. Brownson. Until June 1955? 

Mr. Gauiper. Yes. 

Mr. Brownson. Who was it appointed you assistant ? 

Mr. Gauiper. Governor Alexander. 

Mr. Brownson. Thank you. I wanted to get the whole tenure of 
his employment clear. 

Mr. Cuuporr. You said you wanted to speak generally on the 
water situation ? 

Mr. Gauiser. Well, I would, of course, like to start from as far 
back as I started on that, and give the committee an idea of some of 
the problems I was up against in really solving this water problem 
permanently. 

I prepared a thesis at the Howard University in 1950 on the solu- 
tion of the water problem for St. Thomas Island. That report, or 
that thesis, was based on the impounding of water at the Turpen- 
tine Run; an impounding reservoir at Turpentine Run. This is the 
thesis here, which involves 60 pages, and it is very involved. Itisa 
scientific study on the development of an impounding reservoir at 
Turpentine Run. 

Mr. Cuuporr. Was that published anywhere? 

Mr. Gatiser. No; just my original, and copies were made. 

Mr. Cuuporr. Did any other congressional committee ever have it 
before it? 

Mr. Gauieer. A copy was submitted to the former Governor Alex- 
ander. Governor Gordon was familiar with the study. 

Mr. Cuvuporr. What I am driving at, to see if it had ever gotten in 
any report of any congressional committee, so we could incorporate it 
by reference. 

Mr. Gatrper. It has never been submitted to any congressional 
committee so we could incorporate it. 

Mr. Cuvuporr. Do you think what you have in there will help us 
with the problem? If we put it in the record, it would aid us in 
studying the problem ? 

Mr. Gautper. | believe so. 

Mr. Cuuporr. Let’s put it in the subcommittee files, and it will re- 
main part of the permanent record of this investigation. 

(The thesis is in files of the subcommittee. ) 

Mr. Lantcan. Do you have an extra copy ? 

Mr. Gauiper. This is the only copy I have. I would be glad to 
leave it so copies can be made. 

Mr. Lanican. We will have it copied or printed and we will return 
it to you if you will give us your address. Will you give us your ad- 
dress right now for the record, your mailing address ? 

Mr. Garter. Yes. I will return to the 

Mr. Lantcan. First, could you give us your mailing address so 
we will put it in the record right now ? 

Mr. Gainer. That is St. Thomas, V. I. 

I will return to the scientific details of this Turpentine Run at a 
later date. I would just like the committee to know the overall pro- 
gram as I planned it for development of water supply in St. Thomas. 

The report was submitted to former Governor Alexander, and no 











i 
; 
i 
' 





574 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


action was taken as to request funds for the development of this im- 
pounding reservoir. 

When Governor Gordon came into office as Governor, I appeared 
before a congressional committee in 1955 and discussed the overall 
possibilities of the development of this project. Governor Gordon 
had already committed himself to the idea of the sea-water distillation. 
The firm of Gibbs & Hill had been hired, and they had been work- 
ing on a report for sea-water distillation. At that time I was acting 
commissioner of public works, and since the policy was set toward the 
sea-water distillation idea it was not possible for me to go all out for 
the depth of Turpentine Run Dam. However, the record will show 
in 1955 I did come out for the impounding reservoir. 

Mr. Brownson. Were any estimates ever prepared in connection 
with your submission of the Turpentine Dam study as to the overall 
cost of this engineering wor at 

Mr. Gauteer. Not in 1955; 

Br. Brownson. Do you Lane any idea of how much it would cost? 
Do you have any rough estimate of it now ? 

Mr. Gauiper. I have rough estimates 

Mr. Brownson. How much do you think it would cost? 

Mr. GauipBer. $665,000. 

Mr. Cuuporr. How does that compare with the distillation process? 
That is about one-third; isn’t it? 

Mr. Gauiper. Distillation is $1,500,000. The impounding reservoir 
would store 100 million gallons. The distillation plant will only 
store 250,000 gallons a day, at a cost of $1,500,000. 

Mr. Cuvporr. That sort of changes your thoughts concerning what 
you testified to us before in the Virgin Islands. 

Mr. G. ”iper. In 1956 congressional hearings, as I mentioned, the 
Gibbs & Hill report had already been out. I was commissioner of 
public works, and my loyalty was to the government. And as a 
result I had to defend- 

Mr. Cruporr. His policy ? 

Mr. Gatiper. His policy; which was set for sea-water distillation. 

Mr. Cuuporr. That wasn’t what you thought was the best method 
or cheapest method ? 

Mr. Gariser. No. Now that I am free to discuss this thing on a 
professional basis, I would like to review overall facts and figures on 
the Turpentine Run. I do not say that the sea-water distillation 
idea is not something we are going to have to do eventually, but I 
think that there are natural resources in St. Thomas that can be de- 
veloped for water supplies, and then after they are exhausted, I think 
that the sea-water distillation will have to come into play. 

Incidentally, your sea-water distillation will only double your 
present demand; your impounded reservoir will triple the supply, 
will triple your present supply. Furthermore, the distillation units 
will only take us up to about 1964, and just about when they are in 
operation we will have to be looking around for more water. 

Mr. Brownson. Is that last statement based on estimates of popu- 
lation increase / 

Mr. Gauiser. That is right; popul: ition curves. I would just like 
to go through, briefly, the highlights of the dam, and then I will go 
to the sea-water distillation and compare the two, and resolve the 
entire matter. 
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I found that in 1950 there were three supplies of water in St. 
Thomas, V. I. There was a public catchment area supply, with a 
storage of 3 million gallons. ‘There was a Navy supply, with a stor- 
age of 7 million gallons. And an airport development area which 
were the capacity ‘of a million and one-half gallons. The combined, 
in 1950—the combined supplies of all facilities only furnished the 
population of St. Thomas with a daily per capita supply of about 8 

gallons a day, based on 12,000 people population. That is, the aggre- 
wit supplies 1 in St. Thom: as, V. L., in 1950, furnished about 8 gallo ns 
per capit a. 

Mr. Knox. Whiat is it today ? 

Mr. Gaxviser. It is the same today. 

Mr. Knox. Eight per capita? 

Mr. Gauiser. Kight gallons per capita today. There has been no 
expansion in the supply since 1950. This impounding reservoir re- 
vealed that, with a storage of 100 million gallons, the per capita in- 
crease would increase to—would increase 35 gallons per capita today 
per day, or a total of about 42 gallons per c apit: 1 per day, today. 

The ‘available data that was used for the dev elopment of this proj- 
ect was secured from the United States Geological Survey in Wash- 
ington, D. C., a report of the United States Department of the In- 
terior, general information regarding the Virgin Islands, the Simp- 
son report on road construction in the Vi irgin Islands, a report by 
Malcom Perner, report in water supply and sanitary facilities of the 
Virgin Islands, a development planned by the Virgin Islands by the 
natural resources planning board, a study of hy draulics runoff on the 
air strip by Carl F. Izzard, the climatological service of the United 
States Weather Bureau, and the Federal Works Agency, a report on 
public-works needs for the Virgin Islands. 

Those were the references used in developing or gathering data 
scientific data and information for the development of the Turpe ntine 
Dam. 

Now briefly, as I said, this is very involved, but briefly I will give 
you an idea of how this problem was approached. The total water- 
shed area contributing to the total Turpentine Dam is 1,790 acres 

Mr. Knox. How many acres? 

Mr. Gauiper. 1,790 acres was the natural watershed area contribut- 
ing to the gorge to Turpentine Run. I created a hypothesis, where I 
stated that any rainfall under half an inch, 0.5 inch, would be lost to 
evaporation, percolation, and so forth. I spent some time in the 
United States bureau, with the United States Weather Bureau, and 
their volumes of daily rainfall records on file there, from which I 
prepared charts and diagrams of the daily rainfall records, and I 
just threw away everything that exceeded—that was less than 0.5 inch 
on any 1 day. Anything that was less than half an inch on any 1 day 
was disregarded due to losses. The difference was what I assumed, 
based on this hypothesis, would go through the Turpentine Run. 
Yield curves, yield tables, were prepared, and contours, contour maps, 
were prepared of the dam-site area. I also secured evaporation data, 
a 50-A evaporation report from the United States Weather Bureau, 
and used the most stringent evaporation data for class A stations, in 
developing the yield—safe yield of this water supply. 

addition to that, an 85-year rainfall curve was used in deter- 
mining the annual or daily rainfall on this study. Of that 85-year 
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record I used the average 5 years, and of the average 5 years I used 2 
lowest years in preparing the mass diagram, or written diagram, for 
storage capacities. That revealed—to summarize this whole thing, it 
adds up to this: The average rainfall in St. Thomas is 42.41 inches a 
year. However, only 15 percent of that rainfall was depended on in 
developing this impounding reservior. Eighty-five percent were dis- 
regarded due to evaporation losses, transfer losses. 

r. Knox. On that point, I believe you stated that anything that 
was 0.5 was disregarded. 

Mr. GaALIBER. Yes, sir. 

Mr. Kwox. Any benefit as far as the reservoir is concerned? 

Mr. Gautser. As far as storage. 

Mr. Knox. This 42-inch rainfall per year—how many days nor- 
mally does rain fall that would give you 42 inches / 

Mr. Gauiser. Well, as I said, the 42 inches is on an annual basis, 
but the records I had showed from day to day, the amount of inches 
of rainfall that fell on an average 5 years on a daily basis. I picked 
the 2 lowest years of that 5-year average, over an 85-year record, and 
I went to those volumes and I picked out January, 2 inches. I re- 
corded 1.5. January 1, let’s say, 2 inches. I recorded 1.5. January 
25, 3 inches. I recorded 2.5. So for every day that the gage was 
read and recorded in the United States Bureau, that indicated actual 
rainfall on that watershed area, but I disregarded completely the 
first half of an inch. If only half an inch fell on that day, there was 
no yield. 

Mr. Knox. I was attempting to try to get into the record this: 
The period in which the major portion of the 42-inch rainfall came 
into being. Was it a period of 30 days that gave 42 inches of rain- 
fall that you used as recording data ? 

Mr. Gauiser. Well, these were the years 1921 to 1925. In the 
month—for the month of January 1921, I have got four figures re- 
corded. They are 0.3, on 1 day; 0.4 on another; 0.25 on another; 
and 0.21 on another. That means that you can add 0.5 to each of 
those figures, and I disregarded that. I totaled that, and that was 
the rainfall for that month. So, for 1921, I have January to Decem- 
ber, 22, 23, 24, 25. I disregarded half an inch, and totaled the bal- 
ance. 

Mr. Knox. What is your rainy season ? 

Mr. Gauiper. The rainy season is from September to about De- 
cember, the fall months. The total for the 5 years, 1921 to 1925, 
revealed that I only use—take, for example, 1921. The total yield 
for the year 1921, I used, was only 7 inches for the entire year. 

For the year 1922, 5.77 inches; and these are years now I’m speak- 
ing of average of 42 inches. 1923, I used 12% inches. 1924, 15.79; 
and 1925, 11.65 inches. Over an 85-year period, we know the average 
is 41 inches. Using those stringent figures on yield, on evaporation, 
I came up with 100 million gallons storage, or half a million gallons 
a day supply, on a straight-line demand basis. That is on construc- 
tion of the dam, with a demand of half a million gallons a day; that 
dam fills up and at certain times of the year overflows. It never 
dries; it draws, but never overflows. 

Mr. Brownson. Mr. Chairman, is the witness familiar with that 
study that was made in 1945 bytMalcolm Pirnie? 
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Mr. Gauriper. Yes; I used that as a reference. 

Mr. Brownson. Your figures come out so much different than his 
do. 

Mr. Gauiser. Will you repeat some of them. Did he do work on 
the Turpentine / 

Mr. Brownson. Yes; he says there exists a good dam site on the 
Turpentine Run at a point where the drainage area is about 3 square 
miles. Assumptions of runoff, based on rainfall records and very 
meager runoff records, indicate that a yield of 60,000 gallons per da 
may not be sustained at all times from an impounded supply on Tur- 
pentine Run. Analyses of low-flow runoff indicate that the chloride 
and mineral content of the w ater is high. The estimated cost of an 
impounded supply at this site is $1 430,000, including facilities for 
treatment, pumping, and pipeline to the town. 

Mr. Gainer. Yes. Well, Pirnie made his assumptions based on 
the fact that never have there been stream-gage data. There is no 
data on that stream. I can see wherein he would not, in absence of 
stream-gaging data, would not make any recommendations for the 
construction of the dam. But in the absence of stream-gaging data, 
you can correlate rainfall data and losses on your wate shed area and 
come wp with a pretty close approximation of yield on the watershed 
area, 

Mr. Brownson. In his report he says these assumptions of runoff 
are based on rainfall records, and very meager runoff records. The 
two things that disturb me, and I am not a hydraulic engineer in 
any sense of the word, is the fact he comes up with 60,000 gallons a 
day, which he says might not be sustained at all times; ‘and he comes 
up with a construction of $1,430,000, at prices in 1945, which would 
undoubtedly be based on a dollar which had more purchasing power 
than it does today. 

Mr. Gauiper. Of course, he may have been talking of construction 
of a concrete gravity dam, or an arch dam. It depends on the type 
of dam. The other dams would cost considerably less than that. I 
am pretty sure that Pirnie—well, hydraulic engineers usually refer to 
stream-gaging data in determining runoffs. It is very seldom that 
you use rainf: fall data and losses, correlate your losses with the rain- 
fall data. However, I will prove in a little while that the way it is 
now in place, the water that is in place at the Turpentine rundown, 
reveals as much as 1,500,000 gallons a day. There are photographs 
here to show that. 

During the year 1922, which is, as I mentioned, the lowest ye ar of 
the average 5 years, the reservoir—from late 1921, to mid-1922 there 
is a draw on the impounding reservoir of 100 million gallons. How- 
ever, between 1922 to 1925 there is an excessive amount of water 
going over the spillway. The reservoir is never empty, even though 
there is an accumulated demand of half a million gallons a day on a 
24-hour basis. 

The matter of determining reservoir area to determine the evapo- 
ration losses, the storage capacities, were all based on conventional 
formulas of determining trapezoidal formulas, determining quantities 
between contours. 

A comparison was made between the Creque Dam, which had been 
constructed in St. Croix, and the Turpentine Run Dam. The Creque 
Dam has a drainage area of only 970 acres, as compared to 1,790 acres 
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in the Turpentine Run Dam. And it is known that the C reque Dam 
has sup} lied the town of Frederiksted for a number of years with an 
adequate water supply. 

In 1950, no studies were made as to cost, distribution, pumping, or 
treatment facilities. Again I would like to reiterate that the con- 
struction of such a dam will increase the present plant capacity, 
which has I been what it is today, 7 years ago, from 8 gallons per capita 
per day to 47 gallons per capita per day. 

Curves were also plotted correlating the reservoir area and the 
capacity in million cubic feet. Of course, as the elevation above sea 
level of your water surface area, in order to determine the optimum 
capacity of the dam, and the dam height, I found a dam height of 
33 feet, 400 feet long, would be the optimum height for a dam in this 
area. 

The curve, the population curve, was based on population in 1960 
of 14,000 people. 

ae Brownson. What is the normal per capita water usage in an 

igricultural community such as you are discussing here, where water 
is unrestricted ? 

Mr. Gat iner. I would say the average is about 25 to 30 gallons 
per day 

Mr. Brownson. In other words, your dam, if it produced 47 gal- 
lons a day, would produce approximately 114 times what the normal 
requirements how are‘ 

Mr. Gauiper. Yes. Subsequent to the development of this report 
and the incoming of Governors Alexander and Gordon, and the set- 
ting of the policy toward sea-water distillation, I have had to think 
better of this project. However, since that time, I have made esti- 
mates of the impounding reservoir, the treatment facilities, ae vated 
storage, and distribution, and for an earthen dam, I find that this 
project can be done for something in the area of $670,000. 

Mr. Brownson. Does that include the cost of land acquisition of 
the area to be flooded ? 

Mr. Gauiner. That does not include land acquisition. Inciden- 
tally, Pirnie, as you just mentioned there, and Mr. Mooney, who was 
our district engineer, sort of kind of discouraged me on the thing 
because of the quality. They felt the high chlorides would ‘y» al 
deterrent to the potability. However, water can be softened, it can 
be filtered, it can be treated. I feel with - additional anne, if 
the thing is done, that it could be made palatable. 

Mr. Brownson. Your hy re s include only the actual construction 
cost of the dam? They don’t include the cost of processing the 
water ¢ 

Mr. Gauiper. It involves treatment; that is, softening, freshening, 
chlorination, it involves elevated storage, it involves distribution to 
the city, all except land acquisition and any relocation. 

Mr. Knox. You say it involves distribution, too? 

Mr. Gartner. It involves distribution. 

Mr. Cuuporr. Could you possibly break that down for us? 

Mr. Gautper. I have for the impounding earthen dam, impounding 
reservoir, $80,000. 

Mr. Laniean. Can you tell us how you reach that, so many cubic 
feet ? 








ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 579 


Mr. Gauiser. It is based on a unit cost of a certain height dam per 
foot. In other words, a dam that is 30 feet high will cost a certain 
amount of money per foot in length. And for a 35-foot dam, 400 feet 
would cost about $80,000. 

Mr. Brownson. Are these costs based on the cost of operations as 
in the Virgin Islands, or on the cost of similar dams constructed 
elsewhere ¢ 

Mr. Gauiper. This is based on the cost of construction in the Vir- 
gin Islands. 

Mr. Knox. What would be the yardage of earth that would be 
involved ? 

Mr. Gauiper. I couldn’t give you a figure on the yards, because I 
said the cost studies on the construction of earthen dams are based on 
a certain height. If adam is 5 feet high or 10 feet high, the unit cost 
per length differs. So, for a 30-foot-high dam, the unit costs run 
something like $200 per foot. 

Mr. Cuvuporr. I would like to break in at this time. We will hear 
from representatives o the Soil Conservation Service. I just 
checked the figures they gave us, which they will give us when they 
testify, and it is amazing how close the figures are. He gives us a 
figure of $663,000 with treatment. They give us a figure of $572,000 
without treatment. It is pretty close as ‘far as the figures are con- 
cerned. 

Mr. rg nson. That is why I wanted to get definitely what he in- 
cluded in his figures, so when they testified we will have a fair basis 
fo aeunaiatiaiee 

Mr. Cuuporr. It is now 4:15. I promised we would stop at 4 
o'clock. I would like to stop very much at this point. However, I 
would like the members of the committee to get here at 5 minutes of 
10 in the morning, so we can start promptly at 10 o’clock, so we can 
finish with Mr. Galiber tomorrow morning, as he wants to get back 
home, 

Mr. Brownson. I wonder, Mr. Chairman, of the amount of area 
we have to cover, and the circumstances on the floor of the House 
tomorrow afternoon are such as they are, plus the fact this — 
treatise has been inserted in the record where it will be available, 
there was too much more we had with Mr. Galiber ? 

Mr. Cuuporr. I say, I think we can finish him in an hour, if we 
start at 10 o’clock rather than 20 after. 

Mr. Brownson. As far as I’m concerned, I am finished now. This 
information is going to be adequately available in the record through 
the insertions that we have made. 

Mr. Cuvporr. Of course, he is not only going to talk about that, 
he has some other projec ts to talk about. 

Mr. Brownson. That I didn’t realize. 

Mr. Cuvuporr. Turpentine Run, incidentally, is the first possibility 
on St. Thomas. I might say this to you, if you go through the his- 
tory of it, there is a certain group on St. Thomas that don’t want to 
build a dam on Turpentine Run, because some day they figure they 
may want to use that ground for lengthening the runways of their 
airport. They have a problem. They can only get DC-3's, two- 
motored planes, in the St. Thomas Airport. They thought maybe 
they would use that for an airport, so it is a question of balancing the 
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equities, whether you are going to have enough water for the people 
to drink, or whether you are going to let them have an airfield that 
will get four-motor airplanes in. 

Turpentine Run has been under survey after survey, since about 
1920; am I right on that ? 

Mr. Gauimer. I think so. 

Mr. Cuuporr. We thought one of these surveys would be a survey 
toend all surveys. It hasn’t worked out that w ay. 

Mr. Gauiper. I would just like to close out this matter of the 
Turpentine Run, and raise a few significant features of the idea. 
For a 1-inch runoff, that is for 1 inch of rainfall on this catchment 
area, there is a yield of 614 million gallons—there is a yield of 49 
million gallons, less the one-half inch that is lost, which amounts to 
25 million gallons, less the evaporation losses, which I use, as 72 
inches a year. 

In other words, I used rainfall as 15 inches, an average, but yet 
my evaporation losses were 72 inches, with the evaporation losses 
restricted to only the area of the dam, whereas the rainfall is over a 
large area 

As the gentleman, Mr. Brownson, mentioned, this treatise will be 
included in the record, so I would now like to leave the Turpentine 
Run project and go on from there. 

Mr. Cuuporr. I think this is a good stopping point, isn’t it ? 

Mr. Gaviper. Yes. 

Mr. Cuvuporr. We will then adjourn until tomorrow morning at 
10 o’clock promptly. 

(Whereupon, at 4:20 p. m., the subcommittee adjourned to recon- 
vene at 10 a. m. the following day, Thursday, March 7, 1957.) 
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House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic WorKs AnD Resources, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to adjournment, at 10 a. m. in 
room 1537, House Office Building, Hon. Earl Chudoff (chairman of 
the subcommittee) presiding. 

Present: Representatives Dawson (Chairman of the Committee on 
Government Operations), Chudoff, Fascell, Knox, Brownson, and 
Smith. 

Also present: Arthur Perlman, staff director, and James A. Lani- 
gan, subcommittee counsel. 

Mr. Cuuporr. The subcommittee will be in order. 

We will continue this morning with the testimony of Mr. Rudolph 
Galiber. 


FURTHER STATEMENT OF RUDOLPH GALIBER, FORMER COMMIS- 
SIONER OF PUBLIC WORKS, VIRGIN ISLANDS 


Mr. Cuuporr. Mr. Galiber, I believe when we closed yesterday, 
you told me you had finished your testimony on Turpentine Run and 
you wanted to proceed to other things. Will you proceed ? 

Mr. Gauiser. Yes. There is just one thing I would like to mention 
in the field observations of Turpentine Run. That is physical in- 
spection. Photographs were taken by Mr. Lanigan a couple weeks 
ago and it indicates that at a flow of 3 inches there is a total of 84,000 
gallons a day going through that V-notch gage. 

At 8 inches, it is 700,000 gallons a day, and at 13 inches, it is 
2,100,000 a day. The pictures will show considerable corrosion at 
the 8-inch-flow level which is 700,000 gallons a day. 

Mr. Crruporr. Does the Turpentine Run have a continuous flow of 
water all year round ? 

Mr. Gauiper. Yes. 

Mr. Knox. How is it fed? 

Mr. Gauiser. It is fed from this watershed area I was discussing 
the other day. 

Mr. Knox. It is not fed from an underground stream, then ? 

Mr. Gariper. No. 

I would now like to get into the phase of the sea-water distilla- 
tion. Since that project was originated by the Interior Department, 
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I kept my hands off of it and I was of the opinion that the Gibbs & 
Hill report was the emergency solution or the solution to the water 
problem in the islands. ‘This report was out before the purchase of 
the tug and barge, and it was my understanding that that was the 
stopgap measure, or at least plans and specifications would have been 
prepared and at least construction completed by now for the sea- 
water distillation. 

Mr. Lanican. Didn’t the Gibbs & Hill report state in itself that 
the reason they didn’t consider surface storage, or surface dams, 
was that they were considering an emergency measure to be put into 
effect before the 1957 dry season ? 

Mr. Gauiper. That is correct. Gibbs & Hill states that it was a 
rush report, and it was felt this report would be reflected in immedi- 
ate action with regard to plans, specifications, and construction. 

Mr. LANIGAN. W ere you ever asked to do anything to carry out 
the Gibbs & Hill re port in the public works department ? : 

Mr. Gauieer. No, sir. 

Mr. Lanican. Even draw up any plans or anything? 

Mr. Gauizer. No. I kept hands off and I wai ited. I felt it was 
to be handled by the Government Interior Department. The next 
thing I heard, the Governor had purchased a tugboat and barge, or 
was considering purchasing same. I was never consulted in the 
matter. I was never asked what I thought about it. I just saw the 
barge coming in the harbor with the tug. The first insight I had 
was when the government asked me to send this crew up to Balti- 
more to bring down the tug and barge. I did so. The next thing I 
knew, the tug and barge were there, and I was told to operate it 
between Puerto Rico and the Virgin Islands as an emergency measure 
for the water solution at St. Thomas. 

Mr. Knox. Would you please clarify the purchase of the barge 
Did you say the Governor purchased the barge 4 

Mr. Lanican. That is my understanding. 

Mr. Knox. Do you know ? 

Mr. Gauiper. I had nothing to do with the purchase of the barge. 

Mr. Cuvporr. I don’t know who purchased the barge, but I under- 
stand that the Virgin Islands government bought the barge. 

Mr. Knox. Now, of course, the witness said that the Governor 
bought the barge, and that is the reason I asked him to clarify it for 
the record. If you don’t know, say you don’t know and don’t say 
that he did, unless it is a fact. 

Mr. Gauiser. Well, I don’t know. I know I had nothing to do 
with the purchase of the barge. 

Mr. Lanigan. You were in charge of the water department; were 
you not? 

Mr. Gauiser. That is right. 

Mr. Lanican. Was the water department ever consulted with re- 
spect to the purchase of the barge, or did it prepare any request for 
bids or have anything at all to do with it ? 

Mr. Gauiser. No; there was no bidding on it. 

Mr. Laniean. The first thing you knew about it was when it ap- 
ared in the sition ? 

Mr. Gariser. When I was asked to send a crew. It was published 
in the papers, and I read about it as I was following the press. Then 
[ was told by the Governor to get a crew ready to send to Baltimore 
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to bring this tug and barge down, and I did so. Soon after the barge 
arrived. I received a bill from the United States Navy for $80,000, 
and upon investigation I found out that the government—that some- 
one had arranged with the Navy to purchase a self-propelled tug 
that was in mothballs. The Navy had expended $50,000 to get it in 
shape for the Virgin Islands. That idea was abandoned, and the 
present tug and barge was purchased for $200,000. The Navy re- 
funded us $30,000 from the original $80,000, 

Mr. Lanicgan. You put up $80,000 with the Navy and you got 
$50,000 back, is that correct, or $30,000 back ? 

Mr. Gauiper. $30,000 back. 

Mr. Lanican. Was this for the tug and barge that was subse- 
quently delivered / 

Mr. Gaciper. This was for another tug and barge. 

Mr. Cuvuporr. The second tug and barge was bought from private 
individuals; is that right ? 

Mr. Gariper. That 1s correct. 

Mr. Cnuporr. As I recall your testimony, the first plan was to buy 
a tug and barge in mothballs in Baltimore from the N vavy and that 
you would enter into a firm contract with the Navy to buy for $80,000. 
Subsequently thereto, it was decided not to buy that barge even 
though you had sent the Navy $80,000 to pay for it, and the barge 
was bought cane a private company in Puerto Rico for $200,000, and 
he Navy returned to you $30,000 of the $80,000 sent to them ¢ 

Mr. (FALIBER. T hat is correct. 

Mr. Knox. If the barge and tug had not been purchased, what 
would have been the condition of water supply on the island ? 

Mr. | rALInER. I imagine that the situation would have been even 
more critical than with the purchase of the tug and barge. It was 
eritical as it was, with the operation of the tu; g and barge. 

Mr. Kwox. Do you feel that the purchase of the tug and barge was 
a good investment for the island ? 

Mr. Gartner. No, sir; it wasn’t a good investment. 

Mr. Knox. In other words, you feel, then, that it would have been 
all right if the government had let the conditions get more critica! 
than what they actually were / 

Mr. Gartner. I feel that the funds that were expended, the 

$200,000 spent on the tug and barge, if that money was spent in rent- 
ing or paying for a commercial tug and barge in Puerto Rico, when 
we were through we would have had our permanent source of supply 
an! ved. 

Mr. Knox. Was equipment available for the transportation of 
water from Puerto Ric o to the islands through a rental source? 

Mr. Gainer. They are doing that now, sir. There is a commer- 
cial source hauling w ater to St. Thomas now. 

Mr. Knox. What is the status of the tug and barge that was pur- 
chased by the government ? 

Mr. Gautier. That is still operating under severe difficulties. 

Mr. Knox. What are the difficulties? 

Mr. Gateer. Mechanical failures, radio troubles, complying with 
Federal maritime and Coast Guard laws, personnel problems, weather 
conditions, and customs problems. 

Mr. Knox. Do you mean the government is having difficulties with 
customs ¢ 
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Mr. Gauiper. We have to live up to all Federal laws that apply 
to the Virgin Islands and Puerto Rico. 

Mr. Knox. I would imagine you would, but why should the Virgin 
Islands government be havi ing difficulties with customs ? 

Mr. Gauiper. The tugboat has to clear on every trip you go to 
Puerto Rico. There is a time-consuming element on that. 

Mr. Kwox. Isn’t that true with the rental equipment, also? 

Mr. Gauriper:. I don’t imagine it is true with the rental equipment 
because they bring their water from San Juan, where the base of the 
customs people is. We take our water from Roosevelt Roads, a man to 
go out there and clear that trip. 

Mr. Knox. Who has jurisdiction over the government-owned tug 
and barge? 

Mr. Gauimer. There is a man by the name of Mr. Thrall. He is 
now head of the water division. 

Mr. Knox. Under whose jurisdiction does he operate ? 

Mr. Gauiper. He works under my supervision. 

Mr. Knox. You did not attempt, then, through your departinent, 
to find a new source of water supply for the tug and barge, the same 
as the rental company were using ? 

Mr. Gariner. I do not understand what you mean. 

Mr. Kwox. You said that the rental company came from one 
source, the water supply, and the government-owned tug and barge 
came from another source. 

Mr. Gauiper. We get our supply from Roosevelt Roads, free. We 
get that for nothing. At San Juan we would have to pay for it 

Mr. Knox. Does the rental company have to pay for the water? 

Mr. Gaurper. Yes. 

Mr. Knox. How much do they pay ? 

Mr. Gauierer. I don’t know, but they sell it to us at 15 cents a 
gallon. 

Mr. Knox. And what is the cost for the government-owned / 

Mr. Gauiser. Well, let’s put it in terms of tons. The commercial 
source sells it to us for $3.60 a ton. 

Mr. Knox. How much per gallon ? 

Mr. Gauiser. That is 15 cents a gallon. Our source is at the rate 
of—at what we pay, of 35 cents a ton. 

Mr. Kwox. Then the price range is comparable between the rental 
and what the government cost 1s / 

Mr. Gautier. No; there is quite a difference. The government de- 
livers it for 35 cents a ton and the commercial source delivers it for 
$3.60 a ton. That is because we get it free at Roosevelt Roads, and 
possibly our operation costs are a little lower and there is no profit 
involved in our operation. The commercial source is in business for 
profit, and they sell it for $3.60 a ton from San Juan. 

Mr. Knox. And your cost is 35 cents? 

Mr. Gauiser. Yes; delivered to the dock. That is operational 
cost. 

Mr. Knox. You feel there is justification, then, for the continuance 
of paying $3.60 a ton for water when the government themselves can 
deliver it for 35 cents? 

Mr. Gauiper. I don’t say it is justifiable. You just can’t deliver 
enough at 35 cents a ton. 
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Mr. Knox. If the government operation wasn’t in operation you 
would have water, would you not; so you would have to have addi- 
tional rental, costing the government more money than what the gov- 
ernment themselves could operate their equipment for. 

Mr. Gauiper. I am speaking of the investment of $200,000 in the 
tug and barge. For example, if this permanent solution comes 
about within the next year, what becomes of the investment of 
$200,000 for the tug and barge? I am saying that, if $50,000 of that 
is spent with commercial sources hauling an adequate supply, it ap- 
pears to me to be a better investment. 

Mr. Kwox. It seems rather queer, though, at this time you make 
these statements, and when we were on the island holding our hear- 
ings you never mentioned it at all. 

Mr. Gauiser. I mentioned that the government had purchased a 
tug and barge, and we did not know the results of the operation of 
the tug and barge, and that we had gone a step further in the develop- 
ment of a sea-water distillation plant. I made no statement to the 
effect that it was the solution to the emergency situation. 

Mr. Knox. As an engineer, how long would it take for the govern- 
ment to recover through the differential of government-cost opera- 
tions and the rental operations ? 

Mr. Gauiper. To recover—— 

Mr. Knox. To recover their investment of $200,000. 

Mr. Gaurper. In our tug and barge? 

Mr. Kwox. Yes. 

Mr. Gauiner. Well, this 35 cents per ton as delivered to the dock 
is the cost just for operation. There is no writing off of the original 
investment on that cost. 

Mr. Kwox. I agree there is no writing off of the original invest- 
ment. I am asking how many years would it take to recover the 
original jnvestment through the differential of 35 cents and $3.60. 

Mr. Gauiper. I couldn’t answer that. 

Mr. Knox. You have never figured that out? 

Mr. Gaviper. No. 

Mr. Knox. I don’t think it would take too long; do you? 

Mr. Gauieer. I would have to investigate it. 

Mr. Cuvporr. Mr. Galiber, this barge was bought from private 
people in Puerto Rico. That was bought as the result of bids or 
negotiations / 

Mr. Gariner. It was not bought from a Puerto Rico firm, but from 
a Baltimore firm, and there was no negotiation—there was no adver- 
tising. 

Mr. Cuvporr. So far as you know it was negotiated ? 

Mr. Gauiner. It was negotiated. 

Mr. Cuvcporr. Wasn’t there some question from the very begin- 
ning as to the seaworthiness of this barge? 

Mr. Gatrinrr. There was question about that after the barge had 
arrived in St. Thomas. The previous head of the water division, 
when I assigned him to the operation of the tug and barge, threw 
his hands in the air and said the thing wasn’t workable. He said: 
“Didn't anybody investigate this thing and determine the capacity, 
the size, the number of trips that can be made a week, the yield, the 
problems of weather, customs, mechanical failures, a trained crew; 
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under what conditions will the crew work under the shipping articles 
of the maritime laws?” 

I told him I had nothing to do with it. I didn’t buy the barge. 
I was given the barge and told to operate it, and I told him to operate 
it as best he could. 

Mr. Cuuporr. How many trips did the barge make before it broke 
down ! 

Mr. Gaureer. When it came to St. Thomas it was laid up for a 
month in the drydocks. It was leaking. We took it to the dry- 
docks to have it welded and repaired. They worked frantically at 
it, and eventually I had to take it off the drydock and bring it down 
to the public works department and do the work myself. 

Mr. Crouporr. Isn’t it true that it was purchased from a scrap 
yard in Baltimore? 

Mr. Gautier. I couldn’t answer that. 

Mr. Cuuporr. You don’t know who it was bought from ? 

Mr. Gauiser. No; but I know it was secondhand equipment. 

Mr. Cuuporr. I guess the Governor would be in a position to tell 
us about that. 

Mr. Gariper. Yes. 

Mr. Lanican. Mr. Chairman, we have a digest of the log of the 
barge and the tugboat which the department of public works, after 
Mr. Galiber left it, prepared, as I understand, for the Governor, and 
a copy has been furnished us, which I think should go in the record. 
It shows that the barge was laid up for a considerable amount of 
time, and so was the tugboat. 

Mr. Cuuporr. I think, before we put it in the record, we ought to 
let Mr. Knox read it. 

Mr. Knox. Well, there is one other question: To your knowledge, 
has the Coast Guard made an investigation of the barge and the tug? 

Mr, Gauiser. The tug and barge was in operation for a while, about 
a month, before the Coast Guard stepped in, and Commander Pratt, 
of the 10th Naval District drew it to our attention that we cannot op- 
erate the ship unless it operates under Coast Guard regulations; that 
is, the specific number of men in the crew, the men must be of certain 
qualifications. They should operate on shipping articles where the 
‘aptain is on contract with the government and the seamen sign a 
contract with the captain, because the tonnage of the tug was such 
that it put it in that category of maritime shipment. 

All of those problems caused delays in the operation of the tug and 
barge, and there was a lot of conflict with our merit system laws and 
our Virgin Islands laws. You can see where we have been tearing 
our hair out to tr y to get these things straightened out. 

Mr. Cuvporr. You should have changed the flag. That would 
have taken care of anything. You could register it under Panama or 
Liberia and then you could use canoe paddles to operate it. 

Mr. Knox. I appreciate the statement you have made. Did the 
Coast Guard condemn the barge and tug, as far as operations 
are concerned ? 

Mr. Gauiper. No, sir. 

Mr. Knox. They did not? 

Mr. Gatteer. No. Not when it was in operation. They 9 not 
condemn it. It was not operating when it came to the islands, and 
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we had to put in in operating shape, and when we did the Coast Guar 
». Kid it. 

Mr. Cuuporr. What did it cost to put in operating shape; do you 
have any idea ¢ 

Mr. Gauiser. I would say very close to around $10,000. We had 
to make a trip to Puerto Rico and replace a propeller. There was a 
twisted propeller. Then we came Ps ack and had to weld we seams of 
the barge. There were a numbe > difficulties. In the Virgin 
Islands we don’t have highly skilled mechanics and enginemen, so it 
meant going to Puerto Rico and wasting time getting there, and so 
forth. 

Mr. Sairn. To straighten me out on some of these things here, 
when you ask a witness how much it costs and he gives $10, 000, don’t 
you think we should determine if he has seen the ‘bills or if he ¢ actu- 
ally knows? 

Mr. Gauiper. I can explain that. 

Mr. Smirn. It is fine if you know, but it might have cost thirty. 

Mr. Cuvporr. We will have Governor Gordon before the commit- 
tee for about 2 or 3 days sometime after the 18th of March. He is 
now on the trip with the Vice President, as part of the United States 
delegation, welcoming the new nation in Africa. He will be in a 
position to give us more accurate figures. 

Mr. Smiru. I think we ought to know whether we are talking about 
hearsay or whether they know on the number of hours. It makes a lot 
of diffe rence whether we are te alking about 10 hours, a hundred hours, 
$10,000 or $25,000. 

Mr. Cu porr. I think you are definitely right on the point you raise. 

Mr. Gauiser. I can explain that. I was also certifying officer for ~ 
public works department, and I signed every voucher being paid out o 
the public works department. For ever y single penny that was ex- 
pended by the department, I was the certifying officer and I signed all 
the vouchers. I know there was $12,000 expended for the insurance of 
the tug, and there was in the vicinity of $10,000 for repairs, rudder, 
radio equipment, and the like. 

Mr. Smirn. In other words, from the bills that you signed and saw, 
your best estimate is that it was about $10,000. That ties it down a 
little better from my standpoint. 

Ths ank you, Mr. Knox. 

Mr. Cuuporr. Mr. Knox—— 

Mr. Knox. Now, Mr. Galiber, the question of a new rudder and a 
wheel—is that for the barge or the tug? 

Mr. Gauiwer. The propeller was for the tug. 

Mr. Knox. And the rudder was for the barge ? 

Mr. Gaurper. Well, there was a broken rudder cable for the tug, 
also. 

Mr. Knox. Were the necessary repairs brought to light because of 
the Coast Guard inspection ‘ 

Mr. Gainer. No, sir. 

Mr. Knox. They were a part of the maintenance of the equipment ¢ 

Mr. Gauieer. Yes. 

Mr. Knox. They were. 

Mr. Dawson. And the Coast Guard at no time, then, after their 
inspection, issued the report condemning the equipment that the Virgin 
Islands government had purchased ? 
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Mr. Gauiser. There is no condemnation. 

Mr. Knox. Do you have a report of the Coast Guard inspection ? 

Mr. Gaxiper. No. 

Mr. Knox. Or does your former office have a report of the Coast 
Guard inspection ? 

Mr. Gauiper. No. I will tell you how it works. When the ship 
operates, the Coast Guard makes occasional inspection of crafts, and 
if there is anything wrong they will bring it to our attention. If it is 
operating adequately, they just let us operate as we are. 

Mr. Knox. Then, mechanically, as far as the equipment is con- 
cerned, the equipment was in good condition ? 

Mr. Gautper. As far as the Coast Guard was concerned, and as 
long as it ran. As long as the engine could start. In other words, 
the Coast Guard will not condemn a ship if it is tied up at the dock 
and it couldn’t run, with a broken engine, but as long as the engine 
was running and going, it was all right with the Coast Guard. 

Mr. Knox. How frequent did the Coast Yard inspect the equip- 
ment ¢ 

Mr. Gauimer. I think they only inspect once a year. 

Mr. Knox. And your office has no record of that inspection, or your 
former office ? 

Mr. Gauriper. That is right. 

Mr. Kwox. I can’t understand it, because, nevertheless, when they 
come on and inspect the equipment, then they furnish the master of 
the ship with the report to determine whether the craft can leave 
port. 

Mr. Gauieer. I don’t know whether that applies to our government 
vessels. I know it applies to private craft. 

Mr. Knox. It applies to all craft. 

Mr. Gauiser. I doubt that it applies to the government. For in- 
stance, does the Coast Guard inspect Navy vessels? 

Mr. Knox. This is not a Navy vessel; this is a government-owned 

vessel. The same as the boats that we have in the State of Michigan 
that ply between Mackinaw City and St. Ignace. The Coast Guard 
comes in and inspects those vessels, and they are owned by the State. 

Mr. Gauiper. I can only say, since the tug and barge came in June, 
and we are in March now, and since the Coast Guard inspects once 
a year, I don’t know if their inspection took place before we got 
the barge or if it is yet to be made. 

Mr. Knox. Mr. Chairman, I request that the Coast Guard on the 
Virgin Islands be contacted and request that they furnish a report 
to this committee of their inspection of the barge and tug owned by 
the Virgin Islands. 

Mr. Cuvuporr. I think that is a good request, and if it is in exist- 
ence I want the staff to contact the United States Coast Guard—the 
Coast Guard district at San Juan is where I think they operate out 
of—to determine whether or not there are any records of an inspec- 
tion made of the Carpeake. 

And the name of the tug? 

Mr. Gainer. It is just tug and barge, Carpeake. 

Mr. Cuuporr. It has no Coast Guard registration number ? 

Mr. Gauiner. No. 

Mr. Cuuporr. When we get that information we will make it part 
of the record. 
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(A letter was received from the Coast Guard as follows :) 


UNITED STATES Coast GUARD, 
COMMANDER, GREATER ANTILLES SECTION, 
UnNItTep STATES Coast GUARD BASE, 
San Juan, P. R., March 28, 1957. 
Hon. Eart Cuvupoerr, 
Chairman, Public Works and Resources Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 


My Dear Mr. CHAIRMAN: In reply to your letter of March 25, 1957, weanertns 
reports of inspection and related correspondence concerning the tug Carpeake 
and the Virgin Islands water barge No. 1, the United States Coast Guard has 
not inspected either the tug or the barge, nor has any application or request 
been received for any such inspection from the government of the Virgin 
Islands, 

The tug Carpeake is a motor-propelled towing vessel of 56 gross tons and as 
such is not subject to inspection under any of the present laws and regulations. 

The water barge, however, presented a rather unusual case as to whether or 
not it should be inspected under authority of title 46, United States Code, section 
395, as a seagoing barge, and the officer in charge, marine inspection, at Balti- 
more, Md., referred the problem to the Commandant, United States Coast Guard, 
for decision on April 17, 1956. The Commandant, United States Coast Guard, 
ruled that the government of the Virgin Islands of the United States is an agency 
of the United States and as such could own and operate public vessels without 
compulsory inspection. 

Upon arrival of the barge in the Greater Antilles section, the officer in charge, 
marine inspection, San Juan, P. R., not being aware of the Commandant’s ruling, 
again referred the case to the Commandant, and on July 18, 1956, he was sent 
copies of the correspondence sent the officer in charge, marine inspection, at 
Baltimore, Md. 

This barge has since been treated as a public vessel, and as such has not been 
required to be inspected under title 46, United States Code, section 395, nor to 
be marked with a loadline under title 46, United States Code, section 85. 

In regard to the operation of the tug and barge, there is some correspondence 
on file between the various officials of the Virgin Islands government and the 
marine inspection office, San Juan, concerning the personnel for the tug Carpeake. 
Briefly, it concerns the manner in which the personnel are to be employed. 

Mr. Justus A. Villa. acting head of the utilities division, stated in a letter on 
September 5, 1956, that the local government personnel regulations tend to 
become unwieldy when applied to personnel engaged in a seagoing operation, 
and requested assistance in the shipment of the crew on articles of agreement, 
as is used on commercial service. The marine inspection office, San Juan, advised 
Mr. Villa as to the applicable laws and regulations, and reviewed the proposed 
articles of agreement as drawn by Mr. McGregor, of the harbor division. 

The Coast Guard is aware of the difficulty of supplying water to St. Thomas 
and is ready to render any technical assistance to keep the barge and towing 
vessel in a safe operating condition, should its assistance be requested or 
necessary. 

As directed, copies of all correspondence concerning the inspection and opera- 
tion of the towing vessel and barge are forwarded as enclosures. 

Sincerely yours, 
CHESTER L. HARDING, 
Captain, United States Coast Guard, 
Commander, Greater Antilles Section. 


(Enclosures are in subcommittee files, ) 

Mr. Gauiner. I would like to point out to Mr. Knox that the log 
will show there were times when the barge was in the drydock for 
considerable periods of time. There were times when the frequene y 
we had to follow between St. T homas and San Juan was an emergency 
frequency, and what I am saying is that we knew that the ship was 
running, the barge wasn’t leaking and the engine was operating 
properly, the radio was opel rating pr operly. 

Mr. Cuuporr. I haven’t done any ship inspections since World War 
IT, but I was a port security officer in the United States Coast Guard 
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in World War II and made numerous inspections, and the regulations 
were probably more stringent than they are at the present time, but 
we never inspected any Gover nment ships. 

Oftentimes we were called in as consultants by the Navy officers 
who are operating the Government ships for prob: ably expert opinion 
as to what we thought would be the situation on one of their ships. We 
did inspect all merchant ships that flew under our flag or neutral 
flags. 

Of course, the enemy ships didn’t come into port. They usually 
came in under somebody’s else’s flag. If a German ship came in, it 

came in under a Spanish flag. They would ask our opinion and we 
would give it, but it wasn’t. an official recommendation. They made 
their own official recommendations. It might be that the Coast Guard 
did advise the Virgin Islands government, but not officially. 

One thing is for sure, if you re sad that log, you will find it wasn’t 
so much the fact that the engine broke down and the rudder wouldn’t 
work, but the barge was le: aking. They would load up the barge with 
water and by the time it got to the Virgin Islands it was full of salt 
water. 

Mr. Gaxiper. It wasn’t that, but the water contained salt. 

Mr. Knox. Mr. Chairman, I think I have some knowledge of the 
Coast Guard’s responsibilities, as far as ships are concerned. Now, as 
far as the Navy is concerned, that is on the other side. But as far 
as State-owned, municipal- owned, if they are plying the waters that 
are under the control of the Coast Guard, they are under their super- 
vision and have full re sponsibility to see that the craft is seaworthy 
before they leave port. They go in for inspection each year, as you 
well know, and at that time the Coast Guard makes a thorough inspec- 
tion of the craft. 

Mr. Gauizer. I don’t think they did in this case. 

Mr. Knox. We will pursue that, as far as getting a report is 
concerned. 

Mr. Cuuporr. Title 46 of the United States Code sets forth under 
section 361 and so forth, a vessel subject to inspection or regulation 
by the United States Coast Guard. 

Section 362 states: 

All steam vessels navigating any waters of the United States which are com- 
mon highways of commerce or open to the general or competitive navigation, 
excepting public vessels of the United States and vessels of other countries and 
those propelled in whole or in part by steam for navigating canals, shall be 
subject to the provisions of title 52 of the Revised Statutes— 
and they are the original laws set up for inspection of vessels by the 
United States Coast Guard. 

Mr. Knox. Public vessels of the United States are vessels that are 
owned by the United States, would be my interpretation. 

Mr. Lanican. I wanted to get clear in the record the fact that there 
were these two barges. I think you spoke of a tug and barge, and 
also of a self-propelled barge. 

Now, I have here a letter of July a copy of a letter of July 10, 
1956—from you to the government secretary in which you point out 
that the operations of the barge have been so expensive that they 
are in the red, and you say: 





The object of this letter is to ask that you use your good offices to request the 
Navy to reimburse us, as soon as possible, the balance of $58,000 due on the 
initial payment of $80,000 made to them. 





ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 591 


To get the recond straight, tell us why this payment was made to 
the Navy and what it involved—whether it involved a self- -propelled 
barge or a tug and barge, and whether you ever received that. 

Mr. Garmer. ‘That $80,000 involved the purchase of a self-propelled 
barge, and after the $58,000-——— 


Mr. Laniean. Tell us what happened. How did you find out about 
this? 
Mr. Gauteer. I just received a bill from the Navy for $80,000. 


Mr. Lanigan. When you received that bill did you make any in- 
vestigation ¢ 


Mr. Gatierr. I investigated. 

Mr. Lanican. What did you find out? 

Mr. Gaurper. I found out that this was the barge the government 
originally intended to purchase. 

Mr. Laniean. When you say the government, who was acting for 
the government? 

Mr. Gauiver. I imagine it was the Governor. 

Mr. Lanigan. It wasn’t the department of public works? 

Mr. Gatrerr. It wasn’t the public works department. We had noth- 
ing to do with the purchase of any of the tugs. 

Mr. Lanican. Tell us what you found out. 

Mr. Gaieer. I found out that that was the original idea. 

Mr. Lantoan. What was the original idea? 

Mr. Gaiser. The purchase of the self-propelled tug and barge 
but because that ship—— 

Mr. Laniean. Was that a self-propelled barge or self-propelled tug 
and barge? 

Mr. Gainer. It is a unit structure. 

Mr. Cruporr. Something like a tractor-trailer? 

Mr. Gauiser. Yes. They found that after the money had been ex- 
pended for repairing it, they found it required too big a complement 
of men. It required 20 or 25 men to run it. They realized that it was 
too large, at the time, to get to the docks in St. Thomas, so they 
decided to buy this smaller, individual tug and a separate barge, for 
$200,000. The Navy then refunded us $30,000. 

Mr. Ceuporr. What happened to the other $50,000? 

Mr. Gauiper. That was work done. 

Mr. Cuvuporr. That was the money they expended in preparing the 
barge for shipment. 

Mr. Gautper. Yes. That is lost money, down the drain. 

Mr. Cuvuporr. There is only one thing I can be concerned about 
here. I know that your letter to the government secretary is dated 
July 10, 1956. When we were in the Virgin Islands in December 
1956, we talked about this water problem and nobody ever said a 
word to us about it. 

Now, this thing had gone on since the prior summer; isn’t that 
true ‘ 

Mr. Gartner. We realize that the Governor and the Interior De- 
partment took into their hands this sea-water distillation business, 
and the purchase of this tug and barge. I mentioned that these things 
had been done, but I wasn’t so sure that the tug and barge was the 
— 

Mr. Crruporr. Nobody in the Government tells us about such things. 
I think the record is full of that. Or else they give us wrong dates or 
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wrong times or wrong bills. I think if the members of the committee 
will read the record, almost ever y time we came upon a real, specific 
problem, we were told as little as possible and we had to dig it out our- 

selves. We were talking about potable water when we were down 
there, and everybody kept quiet about it and they didn’t say a word to 
us about it. 

I am not condemning you about it. I think at that time you were 
part of the government and maybe you felt that you ought to go 
along with the government policy. 

Mr. Gaiser. That is correct. 

Mr. Cuupvorr. But this is another situation that shows that they 
are definitely hiding something down there, as far as we are con- 
cerned. We certainly want to help them with their problem. I just 
can’t understand it. 

Mr. Gauizer. However, in spite of all the difficulties in operation of 
the tug and barge, we got both units operating around the clock, 24 
hours a day, 3 trips a week, hauling water from San Juan, P. R., to St. 
Thomas. 

During the month of February 

Mr. Lanican. I just want to finish up with this, first. This $50,000, 
then, was just a complete waste. Sitinr ever came of that, except 
somebody learned of their mistake; is that correct ? 

Mr. Gautser. I imagine so. 

Mr. Lanican. Were you paying this money out of your allotment? 

Mr. Gainer. It was paid out of funds. 

Mr. Lanicgan. Was it paid out of money allocated to the public 
works department ? 

Mr. Gauiper. It was out of money for the purchase and operation 
of tug and barge. 

Mr. Lanican. That was money allocated to the public works de- 
partment ? 

Mr. Gauizer. Yes. 

Mr. Lanican. And you didn’t discover this until after the obliga- 
tion had been made ? 

Mr. Gatiper. After the bills had come in to me. 

Mr. Lanican. As I understand, from the testimony of the General 
Accounting Office people, the departments are supposed to be charged 
with the responsibility of keeping track of their own allotments, to 
see that they don’t go over the amount of the money that has been allo- 
cated to them; isn’t that correct ? 

Mr. Gauiper. That is correct. 

Mr. Lanican. But you still find yourselves suddenly saddled with 
a $50,000 bill that you had nothing to do with. It was just taken 
out of your appropriation. 

Mr. Garierr. Yes; and the reason I asked for the further release 
is that it left such a small balance that we could not operate the tug- 
boat and barge with that balance, so we had to request additional 
funds. 

Mr. Lanican. I think this letter of July 10, 1956, from Mr. Galiber 
to Mr. Claunch, should be placed in the rec ord, 

Mr. Cuvuporr. Without objection, it will be placed in the record at 
this point. 

(The letter referred to follows :) 
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Jury 10, 1956. 
Hon. Cn: ARLES K. CLAUNCH, 


Government Secretary, Charlotte Amalie, St. Thomas, V. I. 

Dear Mr. CLrauncH: Reference is made to ‘siktanaah for the purchase and 
operation of water barge. 

This allotment is definitely in the red, and bills are being held, as there are not 
enough funds in the account to meet them. I would like to mention at this time 
that a couple of the firms have been requesting payment of their bills through 
the Department of the Interior. This, as you know, is not good for public rela- 
tions, and can develop into a very disagreeable situation. 

The object of this letter is to ask that you use your good Offices to request the 
Navy to reimburse us, as soon as possible, the balance of $58,000 due on initial 
payment of $80,000 made to them. 

Very truly yours, 
Rupo.tPH B. GALIBER, 
Commissioner of Public Works. 

Mr. LaniGan. Tell us about some of the things found wrong with 
the tug and barge when it arrived in the Virgin Islands. You have 
told us the propeller was bent and the barge leaked. What other physi- 
cal trouble did you have with that equipment ? 

Mr. Gauiper. We had the filters clogged up in the four engines. 
Those filters were returned to the States for replacement, and it took 
considerable time before they arrived back in St. Thomas. 

We also had difficulties with the radar on the tug and the communi- 
cations facilities. The Coast Guard required that we have these com- 
munications facilities in order. The only way we could get those 
things in shape was to send back to Puerto Rico for the parts. We 
sent airfreight for them. ‘That still took time and we had te hunt 
around and find men who were qualified to get these things back in 
place. 

Mr. Lanigan. Did the Navy ever help you out with any welding or 
repaning ‘ 

Mr. Gauiper. No. 

Mr. pas wson. Mr. Chairman, at this point, may I clear up one 
point that J may have missed by being a little late? 

Was ‘th s ship bought as a ree -onditioned tug? Was it represented 
as being in good condition when you bought it? What were the 
general terms of reference? 

Mr. Garirr. It is my understanding that it was a tug that was 
owned—a tug and barge that was owned by a commercial firm, and 
negotiations were carried out between either the Governor and/or the 
Interior Department to purchase this secondhand tug and barge. 

Mr. Brownson. Secondhand merchandise is normally priced in 1 
of 2 ways: either on a “take it as it is, and any problems that develop 
are yours” basis, or under a warranty that it is in a certain condition 
as represented. I was curious to know whether this tug was war- 
ranted to be in an operable condition, and so forth, or whether it was 
purchased at a lower price on an as-is basis. 

Mr. Crvporr. Mr. Brownson, before you came in, to bring you up 
to date. Mr. Galiber testified that all he knew about this was what 
he read in the papers. He first learned about it when it appeared in 
the harbor. We will have the Interior Department and the Governor, 
and we will ask them for that contract. 

Mr. Brownson. Then he doesn’t actually know? 

Mr. Cuvporr. He can only tell us about his troubles after he got it, 
and they had to pay the bill for it. 
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Mr. Gauiwer. The further problems we had were the personnel 
problems wherein the crew refused to work under the local merit- 
system laws. The personnel department wanted these men to work 
for 58 cents an hour, which is the pay for laborers in the Virgin 
Islands, and they felt that at least they should be given something 
comparable with what seamen are making in those waters. That 
required a lot of hassling between the personnel department, the 
Governor, an’ myself, and I must admit that the government did 
not expedite these matters as it should have. 

Mr. Laniean. Isn’t it a fact that it took until about the middle of 
September before you got the tug and barge into physical shape to 
operate ? 

Mr. Gauiper. That is about the date. 

Mr. Lanican. And then you ran one test trip to Puerto Rico to get 
some water; is that correct? 

Mr. Gauiper. That is correct. 

Mr. Lanican. Then, these personnel problems came up ? 

Mr. Gautier. That is correct. 

Mr. Lanican. At that time did you write to the Governor and the 
Governor's secretary to tell them of these personnel problems? 

Mr. Gautzer. There is on file an amount of correspondence to Mr. 
Claunch, Mr. James, and the Governor concerning the critical situa- 
tion of the water problem and the difficulties in the operation of the 
tug and barge. I was hollering for help to clear up these personnel 
matters. 

Mr. Lantean. I have a copy of a letter of September 27, written by 
you to the Acting Governor of the Virgin Islands, Mr. Claunch, and 
this letter reads—after saying that the tug had been detained for a 
few days pending a personnel decision by the Acting Governor, you 
say: 

3efore the Carpeake can continue the waterlift, the following will have to be 
effected by your office. You will have to issue a directive to the public works 
department, with copies to the personnel division, removing employees on the 
motor tug Carpeake from the merit-system laws and soon thereafter public 
works will have to comply with the Federal maritime laws with respect to sea- 
men on the tugboat. 

Then these are letters supplied by your department after you left 
them, so | don’t want anyone to get the impression that you gave them 
tous. They came from the department after vou left. 

On October 3, 1956, there is a letter from you to Governor Gordon 
saying: 

No waterlifts are being made at this time since the entire matter of the op- 
eration of the tugboat and barge has been referred to you for further instrue 
tions. It is felt that this department can carry out the operation of waterlifts 
on a smooth basis. However, since you have inferred to me that matters con- 
cerning the tugboat be referred to you for action, we have refrained from further 
operation until you have directed us to operate in accordance with your 
requirements. 

And then on November 14 there is a letter from you to the 
Governor. 

In order that we may comply with Federal law in the operation of the tugboat 
and water barge, it appears that an order from you to the personnel division 
wiil be necessary- 


and then you explain vour personnel division’s personnel problem for 
the third time. What response did you receive from these letters / 
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Mr. Gautser. There was no reply from any of those letters. I was 

supposed to have operated the barge and tug and bring in water to 
Thomas. 

Mr. Lanican. Could you get approval of shipping articles or what 
was the trouble / 

Mr. Gauizer. With the shipping articles we had the harbormaster 
from St. Croix—I had him come over and prepare the shipping 
articles and sent them up to the Governor for his approval. We got 
those back I think about a month after they were submitted, or ap- 
proved. Mr. Villa, who was acting head of the water division, before 
that time issued a directive to the captain of the tugboat and barge, 
setting up working conditions, salaries, and opel rating procedures. 
That letter was submitted to the Governor for his approval, since the 
Governor wanted to be in on this tug and barge—I imagine it was 
because he had purchased it and wanted to have some thing to do with 
the operation of it. His reply to me was, in effect, to tell Mr. Villa 
to stay in his place, that he had no authority to ae any directive 
as to the operation of the tug and barge, that that should come from 
the Governor. 

Mr. Lanican. Well, these letters certainly show that the Governor 
was or should have been aware of the personnel difficulties that you 
were having. There is no doubt in your mind that he was 
that 4 

Mr. Gautier. That is right. 

Mr. Brownson. Does the Governor have a separate personnel de- 
partment, or would this personnel normally come under your de 
partment ¢ 

Mr. Gauiser. This is an insular personnel department. 

Mr. Brownson. You made some reference to the fact that you would 
have to do ie with some hiring of personnel under the merit system. 
[t looks to me like you have almost a qui \si- leg lative problem. i 
ssether under existing merit legislation, the hiring of 
person! - for the barge would come under your department of under 
2 centralized personnel department. 

Mr. Gauiper. Under a centralized personnel department. 

Mr. Brow Nson. You were actually dabbling in personnel to a cer- 
tain extent; were you not / 

Mr. Gauiser. If the men came under the personnel merit-systen 
law they would only be paid 58 cents an hour, and they refused to 
do that. I could also hire men on a temporary basis on the outside, 
who were doing force-account work, to operate the tug and barge, but 
eventually the men who want to be civil-service employees and be 
under the merit-system laws. 

Mr. Brownson. When they were civil-service employees they would 
be under the personnel department. 

Mr. Gainer. Yes. 

Mr. Brownson. You had a little interdepartmental controversy 
here; did you not? 

Mr. Gaxiper. That is correct. 

Mr. Brownson. This isn’t all a controversy between you and the 
Governor, this is an interdepartmental controversy within your own 
government. Isn’t that right? 

Mr. Gainer. Between the personnel division and public works. 
But I must mention that the governor—I cannot report directly to 
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the director of personnel to have these problems solved. I could go 
to the Governor and then he to the personnel director. 

Mr. Brownson. Then, in the cabinet there was a little squabbling 
about how to solve this problem. I think that is a fair way to put 
this thing. 

Mr. Cuvupvorr. Since Mr. Smith and Mr. Knox have read the log 
of the motor tug Carpeake, it may be inserted in the record. (See 
appendix H, p. 844.) 

Mr. Kwox. Mr. Galiber, you attended the hearings on the Virgin 
Islands in December ? 

Mr. Gauieer. Yes; I did. 

Mr. Knox. Do you recall the questions that the staff and the con- 
gressional delegation asked the witnesses, relative to the serious water 
condition on the islands? 

Mr. Gauiper. I recall the questions that were asked me when I was 
on the stand. That is the only session I attended when I was there. 

Mr. Knox. At any time did the Governor of the Virgin Islands, Mr. 
Gordon, instruct you to withhold information that the committee 
should have? 

Mr. Gataper. He never instructed me to withhold information. 

Mr. Knox. Therefore, you did not give the subcommittee the infor- 
mation on the Virgin Islands that you are giving at this time with 

regard to the condition of the barge and the condition of the water 
supply ? 

Mr. Gauiprr. I could not answer that “Yes” or “No.” I can say 
this: At the time I gave my testimony in December, it was highly 
probable, very highly probable, that the tugboat and barge may have 
worked out had we gotten 6 inches of rain in January, which isn’t 
impossible. There would then have been no water crisis in the Virgin 
Islands. Had the Navy come in when I requested the government to 
bring the Navy in to make the waterlifts; there might not have been 
a crisis. 

Mr. Knox. At any time, Mr. Galiber, did you inform the Govy- 
ernor of the Virgin Islands, mr. Gordon, the information that you 
have given this committee today ? 

Mr. Gauimer. I have informed the Governor day by day, by cor- 
respondence, week to week, and day to day. He knows the amount 
of water, the capacity of our water supply, and he has known from 
day to day what the amount of water was in storage. I have in- 
formed him by telephone and by correspondence to get the Navy in. 
Just before this crisis arose I went up to see the Governor, and the 
Governor and myself sat down with Mr. Cunning and I told him 
what our problems were with the barge, and we were working des- 
perately to get this water in. I asked him to get the Navy to bring 
some water in to help us out. He called Commander Hall, and Com- 
mander Hall refused to send the Navy in to haul water, because the 
10th Naval District had been promised a year previous to that that 
the Virgin Islands would purchase a tug and barge, and we would 
not have to rely on the N: avy any more to haul water 

The Governor then got on the telephone and called Mr. Lausi, in 
Washington. I believe Mr. Lausi must have been very much peeved. 
As a result I lost my job. Subsequent to that, the Navy did come in 
and they had a barge hauling water over there, and in addition 
there was a commercial source that came in to sell water at $3.60 a 
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ton. The Navy sells it for $4 a ton. But I am saying that this 
crisis at this point, even though the tug and barge was on “the string, 
I couldn’t see why the Navy couldn’t help us out at that particular 
time. They refused for a week or so, and after I went out of office 
somehow or other for some reason they started lifting again. In 
addition to the Navy, a commercial source came in. 

Mr. Knox. Mr. Galiber, do you feel this committee of Government 
Operations has jurisdiction over the inquiries that are being made 
relative to the conditions that exist on the Virgin Islands as far as 
water is concerned ? 

Mr. Cuvuporr. Mr. Knox, I don’t like to intrude into your line of 
questioning, but I don’t know whether he is competent to determine 
our jurisdiction. 

Mr. Knox. I asked him the question. 

Mr. Cuuporr. He can answer. 

Mr. Gaureer. Do you mean to solve the water problem ? 

Mr. Knox. No; our jurisdiction to investigate these problems. 

Mr. Gariver. I believe your authority extends into the Virgin 
Islands to investigate these things. 

Mr. Knox. Will you tell the committee today why it is that you 
withheld this information from the committee when we were investi- 
gating the problem last December, in 1956, on the Virgin signs f 

Mr. Gauiser. I wouldn't give that information for two reasons: 
One, that I was not so sure that the tug and barge would not work 
out all right. As I said, if we had a big downpour of rain, 
would be no investigation today. Secondly, if the Navy came in 
when I asked the Governor to bring in the Navy, had they come in, 
there probably would still be no investigation. Had the commercial] 
source come in when I requested it, there would be no investigations. 

Secondly, the Governor crossed me on the 1955 investigation, with 
Turpentine Run versus sea-water distillation. He purchased the tug 
and barge without my knowledge or say-so. I was commissioner of 
public works, and my loyalty was to the Governor. I felt that it would 
not be loval to expose the Governor at that time. 

Mr. Brownson. What do you mean “expose” ? 

Mr. Cnuuporr. I think that is a rather strong word. 
thought it would be rather bad, you mean, to tell us, 
the policy of the administration, at that time? 

Mr. Gauiper. That is right. 

Mr. Cuuporr. I think that is what you mean. 

Mr. Fasceti. As far as I am concerned, he can say “expose.” It 
is O. K. with me. 

Mr. Cuuporr. Mr. Galiber, the Governor was informed of these 


problems on a day-to-day basis by you, both in writing and by tele- 
phone; is that ri ight? 


Mr. Gauiper. That is correct. 

Mr. Cuvuporr. And the Governor testified before this committee at 
least twice in Dee ember in the Virgin Islands; isn’t that correct ? 

Mr. Gariser. ‘To my knowledge, yes. 

Mr. Cuvporr. And the Gover nor never told us anything about the 
emergency water problem in the Virgin Islands, at that time. 

Mr. Gauimer. I know I have been knocking at his door, and Mr. 
Claunch, and trying to bring to their attention the emergenc v nature 
of this thing. Of course, that is as far as I could go, and at that time 
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I would never come out in a congressional committee and say anything 
that would hurt the administration. 

Mr. Cuuporr. As a matter of fact, when we were down there the 
general talk around the islands was that they had a good rainy season, 
the tanks were full, and there was no problem about water at that time. 
They were only worried about the future, when the population would 
increase and the men would increase, and were trying to work out a 
system of dams or a salt-water distillation process or something. 

Mr. Gauiper. That was in 1955. 

Mr. Cuuporr. In 1956 there was no question ever raised about an 
emergency and shortage of water. 

Mr. Gauiper. That is because in 1955, when you were there, the 
Governor had taken in hand solving this problem with sea-water 
distillation. A year hence, in 1956, nothing had been done in that. 

Mr. Lanitean. Let me ask you this: In 1955 you appeared informally 
before us and you advocated a dam at Turpentine Run as you have 
here. 

Mr. Gauiser. That is right. 

Mr. Laniean. And then in 1956, when you were there, you presented 
the salt-water distillation as the means of solving the problem. Had 
the Governor ever talked to you about your testimony in 1955, in favor 
of Turpentine Run ? 

Mr. Gauiper. He has made comments to me and to other people 
that, after all, what is a thesis. I had just done that at school and 
that was nothing. He went out there one day and saw a stream. 
There was no investigation. Gibbs & Hill I don’t think even looked 
at Turpentine Run, and that was it. So I just kept quiet. 

Mr. Lanican. You mentioned that you were having some difficul- 
ties on personnel problems. Is the personnel division in the depart- 
ment of insular affairs? 

Mr. Gatizer. That is in insular affairs. 

Mr. Lanican. Who is in charge of the department of insular af- 
fairs at the present time? 

Mr. Gauiser. Mr. Claunch is. 

Mr. Lanican. Was he in charge of the department of insular affairs 
at all times in 1956? 

Mr. GauiBer. He was. 

Mr. Laniean. And Mr. Cleunch was the government secretary ; is 
that correct ? 

Mr. Gauiper. That is correct. 

Mr. Lanican. When we ta!k about Cabinet difficulties, it was really 
not another Cabinet officer, but it was a government secretary who 
was involved as the representative of the personnel division. 

Mr. Gauiser. A number of these difliculties were between the 
commissioner of public works, the government secretary, and the 
Governor. 

Mr. Lanican, That is, there is no other commissioner involved; 
that is the top-level administration / 

Mr. Gauiwer. That is right. 

Mr. Lanican. I have here a series of letters—again these are ones 
that were not obtained through you but from your former depart- 
ment. Starting on February 2, in a letter you report to the Governor 
on the amount of water. For example, on February 2 you have a 
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letter to the Governor stating that on February 1 there was 10,040,000 
gallons of fresh water in the potable water system. 

In the next letter. on March 2—these are 1956—on March 2 you 
say 9,225,000 gallons. In April, April 3, you say there is 6,613,000 
gallons. 

On April 11 you reported, in the potable water system, 3,005,000 
gallons. Previous to this time you had only reported on the potable 
water system, but starting April 11 you reported on the potable water 
system and public cisterns, and you say there is 3,500,000 gallons in 
the potable water system and 1,600,000 in the public cisterns. The 
aie cisterns are not used for the potable water supply ? 

Mr. GaAuiBer. No. 

Mr. Lanigan. You also state there is 18 days’ supply. On April 26 
you reported a 15-day supply. On May 3 you reported to the Gover- 
nor, in writing, 10 days’ supply. On May 7, you reported 10 days’ 
supply. On May 12, you reported 9 days’ supply. On May 18 you 
reported 6 days’ supply. On May 28, you reported 9 days’ supply. 

After that, there are no written reports. Could you teil us what, 
if any, reporting was done after that last date I gave? 

Mr. Ga.imer. After that we reported by telephone. My secretary 
would call. It was getting low, then, and I thought we should re- 
quest it on a daily basis, and my secretary would call the Governor 
every day, after the readings were taken, and report on a daily basis. 

Mr. Lanigan. Would she call the Governor personally / 

Mr. Gaver. She called No. 1, Government House. 

Mr. Lanigan. That is phone No. 1 

Mr. Gauiper. Yes. 

Mr. Lanigan. Do you know to whom she would report / 

Mr. Gauiser. She reported to the Governor’s secretary. 

Mr. Lanigan. Did you hear her make these phone calls? 

Mr. Gauiser. I have heard her on numerous occasions. 

Mr. Kwox. Do you have reference to Mr. Claunch when you say 
the Governor's secretary / 

Mr. Gawiper. No; the Governor’s secretary, his stenographer. 

Mr. Cuuporr. You don’t mean the government secretary, but the 
Governor’s secretary ¢ 

Mr. Gauiper. Yes. 

Mr. Lanican. Did the Governor ask you to report daily ? 

Mr. Gatiner. Yes, sir. 

Mr. Lanigan. So you were having that report made daily in ac- 
cordance with his request 

Mr. Gauiper. That is right. 

Mr. Brownson. May I ask, were there notes kept of those conver- 
sations? Here we are facing the greatest crisis in the whole history 
of the islands, and two stenographers talk it over with each other. 

Mr. Cuuporr. We do have letters from the acting commissioner of 
public works, Mr. Galiber, to His Excellency, Walter A. Gordon, 
Governor of the Virgin Islands. This is a series of letters. 

What Mr. Galiber says is that when things got to a crisis he didn’t 
want to wait for a letter to go from his office to the Governor’s office. 
He immediately called on the telephone. 

Mr. Brownson. I would think if it was a crisis of that enormity 
there would be a memorandum kept of what your stenographer told 
the Governor’s stenographer. 
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Mr. Cuvuporr. Since you raise the question I think we should put 
these letters in the record, 

Without objection, we will do that. (See appendix I, p. 845.) 

Mr. Brownson. May we have the notes referred to? These letters 
which have been inserted in the record refer to a period of. almost 
no crisis. 

Mr. Cuvuporr. Mr. Galiber is no longer with the government of 
the Virgin Islands and is in no position to get them. I will ask 
for them by airmail. 

Mr. Brownson. Perhaps the Governor’s secretary could supply 
us with the information received on the other end of their tele- 
phone interchange. 

Mr. Fasceti. Why not just ask the Governor what the readings 
were during this time of emer gency ¢ 

Mr. Cuuporr. That is all right with me. I think we do have that. 

Mr. Ganiper. There is a daily log, I think, on file in the office 
from day to day, in addition to this correspondence. All the daily 
telephone calls are recorded in the daily log, and those were sub- 
mitted to the Governor. 

Mr. Lanigan. We have a copy of the daily log which was sup- 
plied to us by the administrative assistant to the Governor. This 
has been compiled, though. It is not an original document. 

Mr. Cuuporr. It is a copy from the original document. 

Mr. Lanican. It was compiled from the original document. 

Mr. K::ox. I think Mr. Brownson’s request is justified and should 
be met. 

Mr. Gauiser. I could further mention, in reply to Mr. Brownson’s 
question, that Mr. Cunning, who is the Governor's administrative as- 
sistant, recorded these daily readings in his daily files, and I have seen 
those recordings because I have been up there on numerous occasions. 

Mr. Brownson. The recordings that he had tied in all right with 
the ones your secretary telephoned to the Governor’s secretary. 

Mr. Gainer. Yes, sir. 

Mr. Brownson. I am not Suggesting there is any skullduggery. 

Mr. Cuovporr. Then, Mr. Cunning at our request compiled the 


daily readings into 1 or 2 sheets and sent us a copy of them. 
If hoes is no objection, we will put that in the record at this 
point. 


Mr. Surru. The record should show that is a compilation, in case 
we get the originals later on and there is an error in typing. 

Mr. Cuvuporr. That is in the record. (See appendix .J., p. 848.) 

(Report of rainfall and waterlifts by barge are in subcommittee 
files. ) 

Mr. Cuvporr. What was the low point while vou were connected 
with the government 2 

Mr. Garter. The low point of the crisis was a 4-day supply. 

Mr. Cuvoorr. I received a phone call from some hotel operator 


, 


and he told me we should do something fast because they only had a 
3-day ee 
Mr. riper. I think it was in the vicinity of 3 to 4 d: ays 
Mr. Reaoe Don’t you think we should get when that is? 
Mr. Cuvpvorr. I believe the compilation would show that. 
Mr. Gauiper. We have as little as a 2-day supply, on January 4. 
Mr. Smiru. 1957? 
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Mr. Garter. Yes. 

Mr. Smrrn. For your own protection you ought to show you are 
taking that information from some records submitted to you. 

Mr. Gainer. Yes. 

Mr. Brownson. Could you read from Christmas Day on and tell us 
what those levels were ¢ 

Mr. Gaxiper. I will start from July 1956. 

Mr. Brownson. All I am interested in is right in the period of the 
week where you said you hit your low. I want to know w hat the 
reports were a couple days before that and a couple days after it. 

Mr. Gauiper. For the month of November, we had an average of —— 

Mr. Brownson. You said the low was January 2; didn’t you? 

Mr. Gauiser. That was the lowest. 

Mr. Brownson. Read me the dates from December 26 right on 
through that period. I want to see how it fluctuated. 

Mr. Gauiper. December 24, 1956, we had 6 days; December 28, we 
had 5 days; December 31, 4 days; January 2, 1957, 4 days; the 3d, 3 
days: the 4th, 2 d: ays; the 7th, 3 days; the 8th, 2 2: the 9th and 10th, 2; 
the 11th, 4: the 14th, 6: the 15th, 41/, 

Mr. SMITH. Those figures show that during the holiday season it 
went down: isn’t that correct ? 

Mr. Gauiper. It so appears. 

Mr. Suiru. Do you get a lot of visitors down there during the 
holidays ¢ 

Mr. Gauiper. Yes. 

Mr. Brownson. Could you get the people to operate the barge dur- 
ing the holiday season ? 


Mr. GALIBER. No. 
Mr. Cuuporr. At this time we will recess until 2 o’clock. 


(Whereupon, at 11:15 a. m., the subcommittee adjourned to recon- 
vene at 2 p. m. the same day.) 


AFTERNOON SESSION 


Mr. Cuuporr. Mr. Lanigan, will you proceed now ? 

Mr. Lanigan. Mr. Galiber, have you made any comparison of the 
relative costs of water from the Turpentine Run Dam you propose 
and from salt-water distillation ¢ 

Mr. Gaviser. We know from the Gibbs & Hill report that the cost 
per ton produced at the sea-water distillation plant would be 50 cents 
per ton. That includes just oper ation and maintenance, and not the 
writing off of the plant. The Turpentine Run in pounding reservoir 
would produce potable water on an average of about 25 to 30 cents 
a ton on the same principle, less the writing off of the facilities or 
capital outlay. 

Mr. Lanican. Have you made any estimate as to how long it 
would take to build the Turpentine Run Dam and put it into opera- 
tion ¢ 

Mr. Gainer. No estimates are available on that. I imagine that 
only after the pk ins and specifications have been prepared that you 
could safely make an estimate. But I imagine such a project could 
be completed within anywhere from eight months to a year. 

Mr. Lanican. You are envisaging an earth-fill construction ? 

Mr. Gauiser. An earth-fill dam. 
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Mr. Lanican. Do you know how long it took to build the Hartman 
Dam ? 

Mr. Gauiper. They have been working on the Hartman Dam for 
| about 6 months. 

1] Mr. Lantean. Is that completed now? 

Mr. Gautier. That is completed. However, the forces that were 
put to work in the Hartman Dam were not the type of forces I 
imagine you would put on this type of dam. It was a very slow 
process; a couple of bulldozers, operators, and that was it. They 
took their time on that. 

Mr. Lanican. I believe in your testimony, in recounting your ef- 
forts to put the barge into operation, you had gotten down to Septem- 
ber. Had you completed your statement regarding the difficulties 
you had in putting the barge into operation ? ) 

Mr. Gauimer. Well, I can briefly say that there was a multiplicity 
of these problems which I have mentioned today. I have mentioned 
numerous numbers of problems. 
However, there were times we found conditions where we could 
operate the tug and barge. I should say that we operated the thing 
at the maximum efficiency under the existing conditions, because we 
realized that an emergency existed, and we did everything possible 
to keep a lift on a round-the-clock basis. 

That continued from the ate orton December up until the mid- 
dle of February, the first 2 weeks in February the lift was in full 
force. 

As I said, the amount of water in storage, as I revealed to Mr. 
Brownson this morning, was at that critical low. However, you can 
see that there was a slight increase over that critical low. 

At that time IT was sort of desperate, because everything was just 
shriveling up in the hills, the trees were brown and every thing was 
dried up. I went to see the Governor. I told him we have got to 
have the Navy put a barge in operation to keep us out of trouble. 

And I think I explained this morning that he tried to get the admiral 
to put in the barge and the admiral refused, and he called Washington 
to try and get Washington to get the Navy to come in. I imagine 
Washington must have felt—when I say Washington, I mean “the 
Interior Department—must have felt as the Governor felt, that the 
tugboat and barge was the solution to the problem. 

Mr. Lanican. I notice on the data supplied to us by Mr. Cunning, : 
the Governor’s administrative assistant, he has the following—on 
November 26 there is a note: 

Tug sent to tow lighters to Fredericksted, returned to St. Thomas on Decem- 
ber 1. 


Then on December 7 there is a note: 





i 


LT 


Tug ordered to St. Croix by Governor on December 9 to protect lighters; re- 
turned December— ' 
not too clear—I think it says “December 10.” 

Mr. Knox. Wasn’t that in the storm Betsy that you had some 
difficulties ? 

Mr. Gauiper. Yes. 

Mr. Lanican. And were those actions ordered by the Governor or 
by the public works department? 

Mr. Gavterr. They were ordered by the Governor. 
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Mr. Lanican. Did he take direct—maybe command isn’t the right 
word—but did he take direct charge of the working of the tug and 
the use of the tug and just order the captain to take it there, or did 
he order you? 

Mr. Gauiser. In this case he ordered me to send it to St. Croix. 

Mr. Laniaan. I see. Then there is another note: 

“Mr. Thrall suspended temporarily pending appointment.” Could 
you explain what that means ¢ 

Mr. Gaviper. Mr. Thrall was the man I hired as the water division 
head on a temporary basis. You realize that thing was an emergency 
measure, and I couldn’t go through the redtape of personnel adver- 
tising to fill the position. So I hired him on a temporary basis. His 
temporary employment ran out in 60 days. At the end of those 60 
days neither the personnel department nor the Governor saw fit to get 
him a permanent appointment, so he had to be sent home at the height 
of this emergency. 

Mr. Lanican. What attempts did you make to have his permanent 
appointment approved ? 

Mr. Gauiser. I sent in a personnel requisition even before I hired 
him, and when I got no action I hired him on a temporary basis, and 
at the time he was there I had written to the personnel division—my 
administrative assistant had been trying to get him a permanent em- 
ployment during that 60-day period, that is. 

Mr. Laniean. Did you ever contact the Governor or the govern- 
ment secretary directly concerning this delay in the approval + of Mr. 
Thrall’s appointment ? 

Mr. Gauiser. Not on Mr. Thrall’s appointment; no. 

Mr. Lanican. You just tried to work that out with the personnel 
department ? 

Mr. Gauiper. Yes. 

Mr. Lanican. Then, the tables show that the tug started operating 
around December 17—it isn’t clear whether it is the 16th or 17th— 
then after that date continued to operate fairly regularly. Could you 
tell us just what happened ; how did it happen to start operating again 
in the middle of December ? 

Mr. Gauieer. Mr. Thrall came back—I think his appointment came 
through eventually, after he went home. 

Mr. Lanican. You say he went home. He was in the Virgin 
Islands. 

Mr. Gauiper. Well, he left the job in the Virgin Islands, because 
it was illegal to keep him on after the 60 days. His appointment 
came through fast because—you see, the Governor has to sign these 
appointments, and I am pretty sure that when it was sent to Mr. 
James that Mr. James must have brought it to the Governor’s atten- 
tion. 

Mr. Lanican. Who is Mr. James? 

Mr. Gauieer. Personnel director. It was his job to receive these 
things, prepare them, and send them to the Governor. 

Mr. Lanican. They have to be signed by the Governor; is that 
right? 

r. Gatizer. By the Governor. Sometime after he was off the job 
his appointment came through, and I got him back on the job and 
he started the waterlift again. 
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Mr. Laniean. Had the personnel problem of the crew been solved 
when the waterlift started in the middle of December ¢ 

Mr. Gauieer. Yes; the crew problem was solved by the middle of 
December. 

Mr. Lanican. I notice there is a letter from you to the Governor 
dated January 8, transmitting “Wage, hours, and general working 
conditions for the tug Carpeak e,” signed by you, and you asked that 
the Governor approve the same and return it at his earliest con- 
venience, so that the rates could be put into effect. Now, wasn’t this 
the document that set up the wage schedule for the crew ? 

Mr. Gauiver. That was previously submitted to the Governor some 
months before. He referred it to the district attorney. The district 
attorney sent it back with comments. I think there was a provision 
that the district attorney pointed out should be revised. That was 
revised and submitted on this day for his approval. 

I don’t think that that approval was returned from the Governor 
until—what was the date on that ? 

Mr. Laniean. This is January 8. 

Mr. Gatiper. January 8, 1957. 

Mr. Laniean. 1957; yes. 

Mr. Gauiper. May I see that? 

Mr. Laniean. Yes. 

Mr. Gauiser. This was approved soon thereafter. That was ap- 
proved by the Governor soon after I submitted it. 

Mr. Lanican. Is every personnel appointment approved by the 
Governor in the Virgin Islands? 

Mr. Gauieer. That is right; every single appointment. 

Mr. Lanican. He personally signs every single appointment ? 

Mr. Gauieer. That is right; civi il-service appointments. 

Mr. Lanican. Do you know what the status of the tug and barge 
is—what it was at the time you left the islands? When was it; 
last Saturday ? 

Mr. Gauiser. Yes. The Carpeake, which is the government-owned 
tug and barge, had been operating with the same difficulties. Oc- 
casionally an engine ane sak or a blown cylinder head, or some- 
thing of that sort. That is what was reported to me by the water 
plant superintendent. 

In addition to the government tug and barge, the Navy came back 
into the waterlift, and the Governor also had a commercial source 
from San Juan—San Juan Lighterage Co. They started waterlift 
to the islands. He recently submitted a money bill to the Senate 
for an addition: $75,000 to purchase this water from commercial 
sources and the Navy at $3.60 a ton and $4 a ton, respectively, of 
which the total for the fiscal year is $150,000 for the operation of 
these tugs and barges. 

And the day I left, w hie h is Sunday, this past Sunday, I checked 
with my secretary, and she said it was only a 5-day supply in storage. 

Mr. Knox. You were checking after you had been separated from 
the position ? 

Mr. Gauiper. That is right: from the service. 

Mr. Knox. On the Virgin Islands. 

Mr. Gatuiper. I called my personal secretary, because I realized I 
was coming up to a Senate investigating committee, and I asked 
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her—it is public information—I asked her if she could tell me how 
much water was in storage. The newspapermen go down there and 
ask the same questions. 

Mr. Lanican. The newspapers print from time to time the amount 
of water in storage / 

Mr. Gauiser. That is right. 

Mr. Lanican. When there is a low amount of water in storage, such 
as 5 days or 2 days, what is the condition with sg to seepage from 
underground sources? Do you have any trouble with salt water 
seeping in? 

Mr. Gaxuiser. Not with the waterlifts from Puerto Rico. 

Mr. Lanican. But after it gets into the public system those are 
closed tanks; is that right ? 

Mr. Gauizer. That is right; there is no possibility for contamina- 
tion. 

Mr. Lanican. In the course of your studies did you ever have occa- 
sion to make a historical study as to the manner in which the Virgin 
Islands water system has been developed in the years in which the 

various units were built / 

Mr. Gauiver. I think in my thesis I have a list of those develop- 
ments. Under the naval administration; that is, before the govern- 
ment was turned over to the civilian authorities, a public supply was 
constructed ; that is, catchment areas and reservoirs, with storage ca- 
pacity of 3 million gallons. In 1942, during the development of the 
submarine base and airport facilities, storage facilities were added to 
the amount of 8,200,000 gallons. 

In 1949, with the construction of the municipal potable water- 
treatment facilities, an additional storage capacity a system of 214 
million gallons were added to the facilities. 

Since 1949 the only—since 1949 there has been no additional physi- 

cal facilities added to the municipal water-supply systems. And 

since that time officially I only know of the report that I had written 
in 1950, the Gibbs & Hill report, and the purchase of the tug and 
barge. 

Mr. Brownson. Mr. Chairman, is this water sold to the municipal 
users ? 

Mr. Gainer. It is. 

Mr. Brownson. They are billed for it on a metered basis? 

Mr. Gauiper. Everything is metered. 

Mr. Brownson. Did your office do the billing? 

Mr. Gativer. We did the billing. 

Mr. Brownson. You did the billing. Is it possible to make any 
estimate as to whether your municipal water system is self-supporting 
or not / 

Mr. Gauiper. It is self-supporting on the basis of all present facili- 
ties, excepting the use of tugboat and barge. 

Mr. Smiru. In the use of what? 

Mr. Gauiper. Of the tugboat and barge; disregard the cost of this 
operation. We collect $38,000 a year from the potable water—from 
the sale of potable water—and the cost of operation is about $30,000 
a year. 

Mr. Cuuporr. Mr. Knox, do you have any further questions on the 
water problem ? 
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Mr. Knox. I may ask the witness: Did you request any other in- 
formation from the office which you vacated prior to coming to 
Washington, D. C.? 

Mr. Gauiser. No, sir. 

Mr. Knox. And this was public information that you have re- 
vealed ¢ 

Mr. Gauiprr. Yes. Since I left the office, as I said, I met the water- 
plant superintendent on several occasions and I asked him how was 
it going—is the water solution solved by my being fired? He says it 
is just as bad, if not worse. I wanted to let the committee know what 
the conditions were 2 weeks after I had left the office, and I checked 
with my private secretary on just the storage capacity of the system. 
I also asked her to accommodate the committee with any correspond- 
ence or files or letters that I had written to the Governor, the govern- 
ment secretary, and other officials at St. Thomas, because I had no 
access to the office. 

Mr. Knox. I have a couple of questions I would like to ask you 
relative to your being here in Washington, D. C., to testify before the 
committee. Were you requested to come to Washington, D. C. ? 

Mr. Gauiser. I was requested to come to Washington, D. C. 

Mr. Knox. By whom? 

Mr. Gauiper. By the Chudoff committee. 

Mr. Knox. By the Chudoff committee. | And are you connected 
with the government of the Virgin Islands at this time ? 

Mr. Gauiser. I am not connected with the government of the Vir- 
gin Islands at this time. 

Mr. Knox. How are your expenses paid on this trip to Washing- 
ton, D. C.? 

Mr. Gaureer. I will be reimbursed for my travel expenses. 

Mr. Cuvuporr. We agreed to reimburse him for travel expenses and 
per diem allowances in accordance with the law. 

Mr. Gauieer. I am the former commissioner of public works. 

Mr. Knox. I understand that. 

Mr. Cuuporr. Off the record. 

(Discussion off the record.) 

Mr. Knox. I have no further questions. 

Mr. Cuuporr. Mr. Brownson ? 

Mr. Brownson. I don’t believe I have any further questions, ex- 
cept to comment, perhaps facetiously, that the water problem has 
been going on since the Danes had the islands. When you said, Mr. 
Galiber, that you asked your former assistant if letting you go had 
solved the problem, I think that would have been a miraculous 
achievement for one man to solve a problem of that magnitude. 

Mr. Cuuporr. I do think the problem can be solved if we really 
make up our minds to do it. Mr. Smith, do you have any questions ? 

Mr. Smirn. Are you going to have more questions with this man? 

Mr. Cuuporr. We are through with the water situation. We have 
one other problem, the telephone system, and then we will be through 
with him. 

Mr. Smrru. I want to ask one sometime near the end. 

Mr. Cuuporr. Do you want to proceed with the telephone system 
problem, now, Mr. Lanigan ? 

Mr. Lanican. As the commissioner of public works was the opera- 
tion of the telephone system under your supervision ? 
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Mr. Gauizer. Administratively, it was; yes. 

Mr. Laniegan. Could you tell us just br iefly how the telephone 
system operates in the Virgin Islands, that is, 1s it set up as a sepa- 

rate department, or just how does it work? 

Mr. Gainer. It comes under the utilities division. There is a 
division head for the utilities division and there is a manager of the 
telephone system for the Virgin Islands, based at St. Thomas, and 
an assistant manager in St. Croix. 

That setup came about because of the reorganization of the govern- 
ment of the Virgin Islands. They had been opere ‘ather they 
still operate under the same conditions as they alws ays have, exc ept 
that agencies now are placed under the utilities commission, and the 
public “works department handles the budgetary matters and admin- 
istrative functions. 

Mr. Lanican. Could you tell us what the physical and financial 
condition of the telephone department was during the last fiscal year ¢ 

Mr. Gainer. The branch in St. Thomas has been breaking even. 
The cost of ep is $100,000 a year and they have been collecting 
$100,000 a year. ‘There is a revolving fund under which they operate. 
The St. Croix system has been losing about $30,000 a year. 

Mr. Lanican. Has money been appropriated to the department for 
the purpose of making improvements that has or has not been utilized 
in the past fiscal year? 

Mr. Gauiser. Repeat that question. 

Mr. Lanican. Have you been getting the money that has been 
appropriated to the department for use on the taba system ¢ 
That is, has the money actually been made available to you? 

Mr. Gainer. We got the appropriation for the fiscal year 1956 
in toto, but we received no appropriation for the fiscal year 1957, 
even though the Virgin Islands Legislature and the Governor ap- 
proved an “expenditure of $70,000—$35,000 for each island for expan- 
sion, That money we have not received. 

Mr. Lanican. You mean the money was appropriated, but it was 
never made available to you? 

Mr. Gaurper. It was never made available to the public works 
department. 


Mr. Lanican. Did you make any attempt to have that money allo- 
cated to you? 

Mr. Gauiner. In July of 1956, I prepared a list of job descriptions, 
defining what was planned for each project, the estimated cost of 
each project, and these job descriptions were submitted to Mr. Claunch. 
I felt that that action was necessary in order to have these funds 
released by the Interior Department, or cleared. Since July I have 

heard nothing on the release of those funds. 

Mr. Lanigan. Is there a backlog of applications for telephone 
service on either island ? 

Mr. Gauiper. There is a large backlog on both islands. 

Mr. Lanican. About how many applications do you have? 

Mr. Gauiser. I have no idea. 

Mr. Lanigan. What is the status of the physical equipment of the 
telephone plant, particularly on St. Croix? 

Mr. Gauiper. I[ recall a report from the assistant manager in St. 
Crotx about his central station switchboard, that is, the structure 
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that housed the switchboard being leaky and cracked, and water 
coming in on the instruments, faciliti es, at St. Croix. 

Mr. Laniaan. Is that one of the items that would be fixed if the 
money that was appropriated was actually made available to you? 

Mr. Gauiper. Yes. Henderson mentioned the repair of the roof 
of this building on the job description of his telephone money at St. 
Croix. 

Mr. Lanican. Have you actually been inside the telephone office ? 

Mr. Gauiper. Yes. 

Mr. Lanican. Have you seen the—I am speaking of things I have 
seen—I am just asking if you have seen the canvas draped over the 
circuits so as to keep the leaking water from the roof from short 
circuiting them ? 

Mr. Gaviper. Yes. 

Mr. Laniean. You have. 

Mr. Gauiser. The public works department has sealed that roof 
on several occasions with bitumals, but the roof seems to have failed 
due to cracking. 

Mr. Lanican. Could you tell us what damage occurred on St. Croix 
as a result of a hurricane Betsy in 1956, 

Mr. Gauiser. In 1956 a number of the telephone lines were down, 
poles were shot, and lines to Grove Place, Amalie, and I imagine 
2 or 3 other areas were torn out due to hurricane Betsy. 

Mr. Lanican. Are you aware of the incident that was reperted at 
Grove Place where they were unable to call for an emergency ambu- 
lance when an individual collapsed ? 

Mr. Gauiser. All I know is what I read in the papers. 

Mr. Lanican. I see. Now, how many telephones were there at 
Grove Place; would you know? 

Mr. Gatriser. I couldn't answer that. 

Mr. Lanican. Following the hurricane Betsy, did you get a report 
from the manager telling you what damage had been done? 

Mr. Gaiser. Yes. 

Mr. Lanican. And giving you the priorities on repair in progress 
then ? 

Mr. Gainer. Yes. 

Mr. LaniGan. I show you a letter, dated September 4, from the 
manager, James O'Neal Henderson, to you as commissioner of public 
works, and a letter of October 3, fr om Mr. Henderson to you, and 
ask you if you recognize the reports that had been sent to you? 

Mr. Gauiper. Yes: I am familiar with them. 

Mr. Lanican. In the report of October 3 the manager listed three 
projects: 

1. Rehabilitation of services of Frederiksted town along Centerline 
Road. 

2. Restoration of service to the subscribers at estates Grove Place 
and River. 

3. Rebuilding of the lines serving estates Little La Grange, Jolly 
Hill, Orange Grove, and Annaly along the Mahogany Road, and he 
states that the work on the first project is 30 percent. completed and 
the second is 25 percent completed, but at the line to estate Annaly 
was the most difficult and would require a large labor force, materials, 
and sufficient funds, and that only a little preliminary surveying had 
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been done on that job. Do you recall this report that I have described 
here ¢ 

Mr. Gainer. Yes; that is from Henderson. 

Mr. Lanigan. Now, do any of these items that were described in 
this report involve the estate upon which Mr. Ward Canaday lives? 

Mr. Gattper. Yes. 

Mr. Laniean. Which one is that? 

Mr. Gauiser. Estate Annaly, I think. 

Mr. Lanican. Estate Annaly. Following the receipt of this letter, 
did you instruct Mr. Henderson to stop all work on the first two 
projects and to put in a line and concentrate on the more expensive 
project, putting in a line to Mr. Canaday’s estate ¢ 

Mr. Gauiper. Did | do— 

Mr. Lanican. Did you instruct the manager to drop the other two 
and put all his force on getting the C anaday line fixed ¢ 

Mr. Gauiper. | did; yes. 

Mr. LanicGan. You did that ? 

Mr. Gariper. Yes. 


Mr. Lanican. Could you tell us why you told him to stop the work 
that was partially completed and concentrate on that particular item ¢ 

Mr. Gariver. Because I received a call from Mr. Claunch and he 
said he wants the line to Mr. Canaday repaired immediately, to stop 
doing everything we were aiohte in St. Croix and to have that line 
repaired right away. I can’t phrase the term verbatim, but he also 

mentioned something to the effect that Canaday was a big shot or 

something, he is a big man. 

Mr. Lanican. When he told you to put in the line, did he tell you 
to put in the line to these three estates or did he just say to put in 
a line to Mr. Canaday’s estate ? 

Mr. Gautier. To Mr. Canaday’s estate. 

Mr. Lanican. Those were your instructions ? 

Mr. Gariper. Yes; and to drop everything else. 

Mr. Knox. Do you have that communication ? 

Mr. Garmerr. That was a telephone communication. 

Mr. Knox. When you were commissioner, did you always accept 
telephone conversations as authentic ? 

Mr. Gauier. As orders. 

Mr. Knox. Orders to proceed in a case of this kind where you had 
projects underway, then you deliberately cut those projects off and 
started on another project because you received a telephone call. 

Mr. Gaieer. I took 

Mr. Knox. You have nothing on record; it is just your word that 
Mr. Claunch informed you th: ut you were to stop the other projects 
and proceed with Mr. Canaday’s project ? 

Mr. Gauiser. That is right. 

Mr. Knox. Because he was a big shot ? 

Mr. Gainer. That is what Mr. Claunch said. 

Mr. Cuvporr. Mr. Claunch is the government secretary ? 

Mr. Gauiper. That is right. 

Mr. Cuvporr. He is also acting governor 
away ¢ 

Mr. Ganwer. Yes. 
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Mr. Knox. You did not ask him to send you a letter of authoriza- 
tion to discontinue these other projects and go on to the Canaday 
property ? 

Mr. Gatiper. No. 

Mr. Brownson. Who is Mr. Canaday ? 

Mr. Cuuporr. Mr. Ward Canaday is a cattle grower on St. Croix 
who was formerly president of Willis-Overland Co., in Michigan, 
and who retired after he sold his interests out and went down to St. 
Croix, bought an estate there, and operates a cattle ranch, and [ be- 
lieve he grows some sugarcane and has some diversified crops on his 
estate. He spends only part of the year in the islands but has con- 
siderable investments. You didn’t ask me this, but I think it would 
be interesting to know that, in the report published by the Senate 
committee, Senate Judiciary Committee, Subcommittee on Privileges 
and Elections, its committee print filed with the Senate on the 3i1st 
day of January 1957, of the 85th Congress, Mr. Ward Canaday made 
three separate contributions, listed under contributors, to the Repub- 
lican organizations. One for $1,000, 2 for $1,000, and a third for 
$3000. 

Mr. Brownson. Are we going to get into the subject of campaign 
contributions from the Virgin Islands? Because if we are, I would 
like to list some that you received, also. 

Mr. Cuuporr. If you want to strike that from the record, I will be 
glad to do so. 

Mr. Brownson. I would like to ask permission to include at this 
point in the record, campaign contributions to the Democrats, also. 
{ don’t personally think there is anything wrong in campaign contri- 
butions, don’t get me wrong, and I hope I am never finagled into a 
position of saying that I object to people who legitimately support 
either party. I don’t care about Canaday’s politics. I am trying 
to find out why he wanted a telephone at this particular time. 

Mr. Cuuporr. Mr. Galiber? 

Mr. Gauiper. It was because of this hurricane Betsy that blew 
down his line, and the entire thing resolves into projects being done 
in a small village for some of the common-class people, and the work 
was stopped there and had to be for Mr. Canaday. 

Mr. Brownson. You said he wasn’t there at the particular time? 

Mr. Cuvporr. I say Mr. Canaday spends about 2 weeks a year on the 
island. Incidentally, this caused adverse public opinion. The news- 
papers of the island printed editorials about it, and there were a lot 
of complaints by small people who wanted telephones, and their project 
was underway, and you had to stop their project to take up Mr. Cana- 
day’s project; isn’t that right? 

Mr. Brownson. Of course, we can probably find out from Governor 
Gordon whether Mr. Canaday asked for the special service. I can 
imagine a cattle operation like his has a few employees, and there is 
also some responsibility in connection with the protection of the prop- 
erty. Those are the things I am trying to establish. 

Mr. Cuvporr. I think we can ask Governor Gordon that, too. 

Mr. Brownson. Surely. 

Mr. Knox. Mr. Galiber, on this question of a telephone conversa- 
tion as a directive for you to do something within your department, 
you testified here earlier in the day that you keep notes in your office 
of these telephone conversations with the Governor’s office ? 
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Mr. Gauiser. I said on water. 

Mr. Knox. You just keep it on water ? 

Mr. Gauizer. Just on the daily water storages; we kept buck slips. 

Mr. Knox. Something of a controversial nature you don’t keep any 
record, then ? 

Mr. Gauiser. I don’t know what you mean by a controversial 
nature. 

Mr. Knox. This certainly has developed into a controversial ques- 
tion, relative to this telephone. Now, you received a telephone call 
from the Governor’s office, a government office, directing you to dis- 
continue the construction of telephone lines that were already under- 
way, and in order that you may put the work force onto the line 
going to Mr. Canaday’s property, and you didn’t keep any notation 
of that in your office. 

Mr. Ga.iper. Because of this reason: The three projects were au- 
thorized. We would have had to do the Canaday project at any rate. 
It was just a matter of priority. We could have done the Canaday 
project first. The determination or the decision as to which should be 
done first was the manager’s in St. Croix. He chose to do the Grove 
Place first. Well, it only requires a telephone call, an order to say 
we'll stop work on this one and dothisone. Eventually they went back 
to Grove Place and completed the work there. 

Mr. Kwox. But you had your order, did you not, when you started 
the construction of the other two lines; you had your order to go 
ahead and construct them as a priority ¢ 

Mr. Gainer. I had no orders on that. Those were my orders. 

Mr. Knox. Those were your orders ? 

Mr. Gainer. Well, the department’s; the public works department 
decided to do the Grove Place first and then the Canaday—both were 
authorized and approved. Funds were available for both. It was 
just a matter of leaving the one that was under construction and 
going toCanaday. We could have started the Canaday first and gone 
to Grove Place. We just chose the Grove Place first, and we were 
ordered by Mr. Claunch to go to Canaday. Eventually we returned 
to Grove Place. 

Mr. Knox. How much delay did it cause in the construction of the 
telephone line to Grove Place? 

Mr. Gaumer. I couldn’t answer that offhand. But I think maybe 
Mr. Henderson’s report—— 

Mr. Lanican. I will give you the reports here. Maybe you can 
answer from those. 

Mr. Gauiper. This does not state the time of delay between the 
Canaday job and the Grove Place job. 

Mr. Knox. When was hurricane Betsy / 

Mr. Gauiper. It was in the fall of 1956. Let’s see; no, it was the 
fall of 1955, the fall of 1955. 

Mr. Knox. Mr. Chairman, may I ask the staff a question? 

Is Mr. Claunch going to be requested to come to Washington? 

Mr. Lanican. We have asked Governor Gordon to come. Mr. 
Claunch is his subordinate. We haven't specifically asked Mv. 
Claunch—— " 

Mr. Cuuporr. Usually, when the Governor comes he brings Mr. 
Claunch with him. The only question in my mind is that under the 
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law when the Governor is away they have to have an Acting Governor 
and Mr. Claunch acts as Acting Governor. It might not - well be to 
have them both here at the same time. If you want to hear Mr. 
Claunch after we hear from the Governor, we can bring him here after 
the Governor has gone back. If that is the pleasure of the committee, 
I will be glad to do that. 

Mr. Knox. You are sure, Mr. Galiber, that there is no record of any 
such order in your former office on the Vir gin Islands? 

Mr. Gauiser. Nothing in writing; even the order to Mr. Henderson 
to do the Annaly job was s by overseas telephone from me. Mr. Claunch 
was very peeved about it. Mr. Canaday has been always finding fault 
with his telephone, because I understand he is a big businessman and 
he has to make calls all over the world, and sometimes there has been 
a delay, and there have been a lot of complaints about Mr. Canaday’s 
telephone. In this case, true enough, his line was blown down and we 
had to repair those lines We chose to do Grove Place first and then 
his, but Mr. Claunch ordered us to do it in the reverse. I ordered Hen- 
derson by telephone to do the Annaly job and return to Grove Place. 

Mr. Knox. Don’t you think that as a responsible employee of the 
government that when you come up here to testify that you should 
have your testimony documented when you make accusations ? 

Mr. Garreer. Well, I imagine there is a degree to which evidence 
should be documented. But I believe Mr. Claunch will admit that 
he ordered me 

Mr. Knox. That shall be determined later, of course. 

Mr. Gatiper. Yes. 

Mr. Brownson. Mr. Chairman, we introduced this report here in 
the record—I thought we did yesterday—I can’t think of anything 
we didn’t put in the record. This is a report to Mr. Perlman, the staff 
director, ys Mr. Lanigan, concerning an interview with James QO. 
Henderson, manager of the telephone department for St. Croix. Did 
we put that in the record ? 

Mr. Cuuporr. I think that the only reports from Mr. Lanigan to 
Mr. Perlman which were inserted into the record were in connection 
with the fire at the sugar mill. 

Mr. Brownson. I thought inasmuch as the witness is right here we 
might get him to testify as to the correctness, or otherwise, of a couple 
of paragraphs of whic h he would have knowledge of what was in the 
record in that regard. 

Mr. Cuuporr. I think that is proper. 

Mr. Brownson. I am going to read from the second paragraph on 
page 2 which gets, as far as I can determine, into the heart of this 
whole thing: 





However, the telephone department had stopped repairing the Grove Place 
line in order to repair the line of a single individual, Ward Canaday, a large 
landowner at St. Croix, and it was stated that this had used up all of the 
funds of the telephone department for that year, and consequently the Grove 
Place line was not restored. When asked about this incident, Henderson con- 
firmed the fact that he had been repairing the line to Grove Place. He gave us 
copies of reports which show that he could have repaired the Grove Place line 
quickly and without great expense but that he had been required to discontinue 
this work to repair the line to the Canaday estate. He said that during October 
1956 he had his crews working on the Grove Place line and that it was about 
25 percent completed. 


Now is that essentially the same as you have testified to up to that 
point ? 
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Mr. Gauiper. Yes. 

Mr. Brownson. Then it says, and I continue the quotation from the 
same paragraph: 

At that time he— 
meaning Mr. Henderson— 


was approached by Senator Fritz Lawetz, a local legislator who also is the 
manager of the Canaday estate. The senator told him that Canaday was ex- 
pected back in the Virgin Islands shortly after the election, and that he 
[Lawetz] wanted the line to the Canaday home put back into operation. 


Is that the way you understand it? 
Mr. Gauiper. I don’t know anything about that. 
Mr. Brownson [reading]: 


Henderson then told the senator what the situation was; i. e., that he was 
putting through the Grove Place line upon which 900 people depended, and 
that he would have to stop that construction and put his whole crew to work 
on the Canaday line to meet the request. ‘The senator told Henderson that he 
was going to take the matter up in St. Thomas. About 2 weeks later Henderson 
received a call from the commissioner of public works, Rudolph Galiber, who 
told him that he had been instructed to see that the Canaday line was repaired 
immediately and that he was to stop all other work and concentrate on the 
Canaday line. Galiber told Henderson that these instructions had been received 
from Mr. Claunch, the government secretary. 

Mr. Gaviper. That is correct. 

Mr. Brownson. That is essentially a correct narrative ? 

Mr. Gariper. That is correct. 

Mr. Brownson. The reason I wanted to read this report is that it 
appears here we are getting a certain amount of concern on the part 
of an employee of Mr. Canaday who apparently has a_ responsible 
yosition in local polities — who is anxious to get this line repaired 
oh fore his boss comes back. So this request may not emanate com- 
pletely from Mr. Canaday, himself, but rather from an employee of 
his who may have been a little overzealous about protecting his own 
position. 

Mr. Lanican. As I understand it, Mr. Galiber, you had got the 
instructions from Mr. Claunch, but weren’t aware that Senator 
Lawetz had gone to Mr. Claunch concerning this? 

Mr. Gauiser. | am not aware of that. 

Mr. Lanigan. All you know is you got your instructions ? 

Mr. Gauiper. That is all I know. 

Mr. Lanigan. That is all he can tell us. 

Mr. Brownson. That is right. I thought I would find out if he 
had had a conversation with Mr. Claunch about these other details. 
If he hasn’t, we will have to bring those wp when’ Mr. Claunch is 
here. 

Mr. Lanican. Do you know anything about the size of Grove Place 
personally ? 1 

Mr. Cuuporr. Will you just withhold that question for a minute ¢ 
I think we ought to put these reports of September 4, October 3, and 
November 5 in the record at this pomt. These are reports from 
Henderson concerning the phone situation. Without objection, they 
can be placed in the record at this point. st 

(See appendix K, pp. 850-852.) 

Mr. Lanican. Do you have any knowledge as to the size of the 
village of Grove Place? 
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Mr. Gauiser. Grove Place is a village, a small village, with a 
population of about eight or nine hundred people; low-income group. 

Mr. Laniean. That is all I have. 

Mr. Cuupvorr. I think that this is important, Mr. Galiber. You 
said that you were a former public works commissioner of the Virgin 
Islands. I understand that you resigned by request of the Governor; 
is that right? 

Mr. Gatiper. The Governor asked me to resign or be fired. 

Mr. Cuuporr. He gave you your choice; if: you didn’t resign, he 
was going to fire you? 

Mr. Gautier. Fire me. 

Mr. Cuupvorr. What was that date? 

Mr. Gauieer. That was February 13. 

Mr. Cuuporr. Had you had any difficulty with the Governor prior 
to February 13? 

Mr. Gauieer. I had no serious difficulties with him. I have always 
tried to show him or consult with him on the engineering problems 
in the islands, and advise him. But the Governor seemed to have been 
not too receptive to my recommendations. 

Mr. Cuvporr. On February 13, 1957, the day that you resigned by 
request, were you called to the Government House by the Governor ? 

Mr. Gariper. I was just called abruptly like that. 

Mr. Cruporr. He called you on the telephone ? 

Mr. Gauiper. He called me on the telephone. 

Mr. Cuuporr. What did he say to you? 

Mr. Gaxiser. No; he told me to come up to Government House. 

Mr. Cuuporr. He wanted to see you? 

Mr. Gatiser. He wanted to see me. The previous day we had 
been out to Turpentine Run and I showed him this V- notch weir, 
and sort of started to fan up the dam idea again, and he asked me 
to get a batch of trucks to haul water from Turpentine Run, from 
the stream into the system. I told him I didn’t think it would help; 
it is like bringing a thimbleful of water when you need a bucketful 
every day. 

The following morning he called me to Government House and 
he says, “Galiber, I am going to have to ask you to resign or be fired.” 
So I said, “Well, why, Governor; why would you want to fire me?” 

He said, “Well this water situation, these hotel people are raising 
a lot of noise, and the Interior Department in Washington,” and 
Washington is bringing pressure on him. So he said 

Mr. Cuvuporr. What do you mean by apnnaty ”—did they pressure 
him to fire you or pressure him to get more water ¢ 

Mr. Gauiner. I don’t know; I couldn’t answer that. But I do know 
he said he is going to—he said I was too young, and he is going to 
get a man that could really get that tugboat and barge operating. 
So I told him—oh, he also offered me a position as division chief 
in the same department. He said there was no hard feelings and 
what not. 

Mr. Cuuporr. What was the difference in pay between commis- 
sioner of public works and division chief ¢ 

Mr. Gauiper. The commissioner was $11,000 and the division chief 
was $7,500. So I told him I would think it over. I brought in my 
resignation and—he told me to take a couple of weeks off and come 
back and he will get me a—keep me in the Department. So I took 
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my resignation, and I called the press and the radio and I told them 
what had hi appened, that he had offered me this job; I imagine— 
this is my personal opinion—so I could go back to work in 2 weeks 
and keep my mouth shut. 

Mr. Cuuporr. You were appointed to the job of commissioner of 
public works by Governor Gordon ? 

Mr. Gauiper. I was appointed by Governor Gordon. 

Mr. Cuvporr. Who were you originally appointed by in the lower 
positions you held ¢ 

Mr. Gauiser. I was appointed by Governor De Castro as head of 
the division of sanitation, sanitary engineer director. 

Mr. Cuvporr. When was that? 

Mr. Gariper. That was in 1951. 

Mr. Ciruporr. Did you have any promotions after Governor De Cas- 
tro’s administration; did you get any in Governor Hastie’s adminis- 
tration / 

Mr. Gauiper. Hastie’s was before. 

Mr. Cuuporr. Governor Alexander’s administration ? 

Mr. Gauiper. In Governor Alexander’s administration I went up to 
assistant commissioner of public works. And under the Gordon ad- 
ministration acting and commissioner of publie works. 

Mr. Cannes r. So that the Governor’s explanation for the reason 
that he asked you to resign was because the hotels were making a lot of 
noise and there was a lot of pressure from the Interior Department 
that something be done about the water situation, and that is why he 
asked you to resign ? 

Mr. Gauiser. Yes. In other words, I got the impression that In- 
terior Department felt that the solution to the water problem was a 
tug and barge; the Governor believed that that was the solution, the 
tug and barge: and Galiber did not make the tug and barge work. 
So Galiber had to go, and they said they would get a man who could 
make it work. They have three barges now, and still no water. 

Mr. Cuvporr. Do you have any questions, Mr. Knox? 

Mr. Knox. Yes; I do. 

Mr. Lanican. Could I get a correction? I think the date vou re- 
signed was a week before February 13. Do you recall that? These 
pictures that we have shown here were taken on February 11, and you 
had resigned the previous week ? 

Mr. Gauiper. Probably the week before. 

Mr. Cuuporr. February 6? 

Mr. Lanican. February 8, about? 

Mr. Gainer. Yes. 

Mr. Cruporr. Mr. Knox? 

Mr. Knox. Mr. Galiber—— 

Mr. Gaviser. Yes? 

Mr. Knox. In your position as commissoner of public works, you 
were responsible for all public works on the islands? 

Mr. Gauiser. All public works on the Virgin Islands. 

Mr. Knox. Water shortage was not the only problem that was con- 
fronting your department ? 

Mr. Gainer. That is correct. 

Mr. Knox. You were in charge of the new highway construction 
along the waterfront ? 

Mr. Gainer. That is correct. 
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Mr. Knox. What is the status of the highway along the waterfront? 

Mr. Gauiper. When I left it was 70 percent completed. 

Mr. Kwox. Seventy percent complete. And you also were respon- 
sible for the production of stone from the quarry on the island? 

Mr. Gauiper. We do not operate the quarries. 

Mr. Knox. You receive stone from the quarry ? 

Mr. Cuuporr. Mr. Knox, I think that the facts—— 

Mr. Knox. Just a minute. 

Mr. Cuuporr. I want to get. the record straight. I think the stone 
quarry is operated under a lease from the Navy. I think our record 
last year shows that; by a private individual, and he sold stone to a 
private contractor who is the contractor for building the—— 

Mr. Gaurper. Mr. Knox, we do not operate a quarry in the Virgin 
Islands. The government does not operate it. 

Mr. Cruporr. Mr. Bayne operates it. 

Mr. Gauieer. Mr. Bayne. 

Mr. Kwox.. I may be*wrong, but I want to ask you about the stone 
quarry. Isn’t it true that the government of the Virgin Islands had a 
contract with the Navy to take stone from the quarry ? 

Mr. Gaureer. The government of the Virgin Islands had a use per- 
mit to remove a certain quantity of stone from the quarry. 

Mr. Kwox. That was under your jurisdiction as commissioner of 
public works? 

Mr. Gauier. A part—well, yes. 

Mr. Knox. You were also responsible for the reconstruction of the 
government building on the Virgin Islands? 

Mr. Gauiper. Which building 1s that? 

Mr. Knox. I cannot give you the exact name of the building. 

Mr. Gauieer. The Senate ‘Building, Marine barracks. 

Mr. Cuvporr. Former Marine barracks. 

Mr. Gainer. Yes. 

Mr. Knox. That was under your jurisdiction, as far as your de- 
partment was concerned ¢ 

Mr. Gainer. Yes. 

Mr. Knox. You infer that the Governor separated you from the 
services as commissioner of public works because of the water short- 
age ¢ 

Mr. Gauiser. That is what he told me. 

Mr. Kwox. Isn’t it true that there was a combination of problems 
that you were unable to solve to the satisfaction of the Governor? 

Mr. Gainer. I don’t know of a single one. 

Mr. Knox. Well now, in the testimony that was taken in December 
in the Virgin Islands, the highway construction project was gone 
into? 

Mr. Gainer. Yes. 

Mr. Knox. And there was a delay on it; is that not true? There 
has been a delay on the construction of the highway ? 

(Mr. Galiber nods.) 

Mr. Kwox. And also there was this question of the use permit as 
you called it, that you had of taking stone from the quarry, that 
held up this construction. project ? 

Mr. Gainer. No. Let me explain that. When I went into public 
works, the Government had a use permit to take rock from the quarry. 
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That use permit expired and I was ordered to close down the quarry. 
I closed down the quarry. 

Mr. Lanigan. Who ordered you? 

Mr. Gariper. The Governor. There was no relationship between 
the government-owned quarry and the construction of the waterfront 
highway whatsoever; no relationship. There wasn’t a rock used from 
the government quarry on the waterfront highway. 

Mr. Cuuporr. Doesn’t the navy own the quarry ? 

Mr. Gariper. The Navy owns the quarry; we had a use permit. It 
expired and we had to close the quarry. 

Mr. Cuuporr. I think that the record will show without a question 
of doubt that there was a private contract awarded to a contractor 
from Puerto Rico to build a waterfront road ? 

Mr. Gauiper. That is right. 

Mr. Cuuporr. As a result of a hassle being entered into between 
the Navy and Mr. Bayne, who operated the quarry under a lease on 
the question of a rate per ton of rock that was to be taken out, and it is 
in the record, on order from the Navy Department, the government 
shut down the quarry until such time as a proper contract could be 
entered into. As a result thereof, the private contractor had no rock 
locally, it had to ship rock from Puerto Rico, and that delayed the 
road, and the public works department had nothing to do with that. 

Mr. Gauiser. That is right. There were a number of reasons for 
the delay of the construction of the highway. The shipment of rock 
from Puerto Rico was one, the delay. There was a hurricane which 
washed away over 3,000 yards of fill on the eastern end of the highway. 
There was a delay in the preparation of detailed or revised plans and 
specifications by R. L. Kane & Associates. There were changes made 
on the original plans with regard to sections, the extension through to 
Frenchtown area. There was a delay because former Governor Alex- 
ander did not own the property on the eastern end where the highway 
had to go through. I had to secure title to all that property on the 
eastern end. We also had to purchase property on the western end. 

Mr. Lanican. You mean he let the contract without owning the 
property ? 

Mr. Gauiser. He did; yes. Well, I guess—he didn’t award a con- 
tract but bids were invited and the property on the eastern end was not 
owned by the government. 

Mr. Cuuporr. Wasn’t that contract canceled, the original Alexan- 
der contract ? 

Mr. Gauiper. That is right. 


Mr. Cuuporr. A new contract was entered into under Governor 
Gordon ? 


Mr. Gauiner. That is right. I handled that and it went through 
successfully. 

Mr. Knox. Now, Mr. Galiber, I want to go back to the reconstruc- 
tion of the marine barracks. That project was on a forced account; 
was it not? 

Mr. Gautper. That is right. 

Mr. Knox. And the estimate that was made was made by whom? 

Mr. Gariser. That estimate was made by me. 

Mr. Kwox. Yes. It is about $75,000. 

Mr. Garter. No, sir; my estimate was $250,000. 
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Mr. Knox. Now, the legislature of the Virgin Islands appropriated 
$75,000 ? 

Mr. Gaiper. Yes. 

Mr. Knox. For the reconstruction of the marine barracks? 

{Mr. Galiber nods. | 

Mr. Knox. And the information I have is that the project was 
costing a quarter of a million dollars instead of the $75,000 which 
was estimated at the time that the legislature made the appropriation ; 
is that true? 

Mr. Gauriper. No, sir. Mr. Knox, I don’t know if you have seen the 
marine barracks, but it is a building with a floor area of 15,000 square 
teet. The building to be torn down. the roof, second floor and first 
floor, which was timber. The structure had to be rebuilt within these 
four walls of reinforced concrete and structural steel. That 15,000 
square feet of floor area was constructed at a cost of $193,000 when I 
left—the building that I turned over the keys to the governor, for 
both floors and when I checked my weekly report the amount expended 
then or obligated was $193,000, or $13 a square foot for the construc- 
tion of the marine barracks. The original estimate of $80,000, by 
whom that was made, I don’t know. But it was under Alexander’s 
regime at the time. 

Mr. Kwox. You did not estimate the cost of the reconstruction of 
the marine barracks at $75,000. 

Mr. Gautser. No; that original estimate was made by Alexander 
or possibly Mr. Reed. I was in the health department. When I came 
down to public works then I drew the plans, I designed that building 
myself, and did the reinforced concrete, the steel. When my plans 
were through I made an estimate of $250,000. That building is com- 
pleted and the senate will be sitting there in April. 

(A picture of the reconstructed marine barracks appears at p. 710.) 

Mr. Lanican. Isn’t it a fact that the first appropriation of 75 or 80 
thousand dollars was made without a single plan having been made? 

Mr. Gatieer. That is right. 

Mr. Laniean. To reconstruct the building? 

Mr. Gariper. There were no plans. 

Mr. Laniean. That was Governor Alexander’s request to the legis- 
lature ? 

Mr. Gauiper. That is right. 

Mr. Lantean. Who made the decision that this building should be 
rebuilt rather than to be torn down and another building built in its 
place ? 

Mr. Gauiser. I had something to do with that. I felt that it was a 
very attractive old Danish building, Danish architecture, and that we 
should try and retain all the architectural features in the building. 

Mr. Laniegan. Did Governor Alexander’s plan envisage tearing 
down of the building completely ? 

Mr. Gainer. There were no plans on the Alexander request. 

Mr. Laniean. Just money appropriated; no plans? 

Mr. Gatisrr. That is right. 

Mr. Lanigan. When you came in 





Mr. Gauieer. When I came in, I found $80,000 for Marine barracks ; 
and that was all. So I went to work and prepared plans and I made 
estimates at $250,000. We thought that—there was an additional 
$100,009 in the 1956 “ii” project, and the difference was passed by 
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the Senate somewhere along the line to total $250,000. In the mean- 
time we went ahead with the demolition, and as the money was appro- 
priated we constructed the building. After the furniture is in there, 
there still should be a saving of thirty or forty thousand dollars in that 
building. 

Mr. Kwox. I have one further question, Mr. Galiber. You are 
aggrieved over the loss of your position as commissioner of public 
works to the island ? 

Mr. Gautier. No, sir. 

Mr. Knox. You are not? 

Mr. Gauiper. I am not. 

Mr. Kwox. That is all. 

Mr. Cuuporr. Mr. Brownson. 

Mr. Brownson. I have no further questions, Mr. Chairman. 

Mr. Cuvuporr. Mr. Smith. 

Mr. Smrrn. I want to ask a couple. I don’t have any desire to try 
and badger you one way or the other. I don’t want to protect or dis- 
credit the Governor. If I find out he is inefficient, I would be the 
first to go along with the recommendation that he be removed. 

In connection with your employment, I would like to ask a few 
questions. June 1954, you were made assistant commissioner; is that 
correct ¢ 

Mr. Gauiser. That is right. 

Mr. Smitrn. You were there for a couple of years until June 1956, in 
that capacity ¢ 

Mr. team ea e there ? 

Mr. Smirn. Let me scratch that and ask this question. In what 
capacities and what periods of time and what salaries have you been 
employed by the government? When did you start, and what were 
the salaries ? 

Mr. Gauiser. I think I had better start backward. 

Mr. Smirn. All right. 

Mr. Gauiser. I was made commissioner in June 1956. I was made 
acting commissioner. 

Mr. Smirn. Let’s clear that. In June 1956, you were commissioner 
until approximately February 8, 1957 ? 

Mr. Gauiper. 1957. 

Mr. Smiru. At which time your services were terminated. Your 
salary during that period of time ? 

Mr. Gauiper. $11,000. 

Mr. Smirx. $11,000. All right, now prior to June 1956. 

Mr. Gainer. I was made acting commissioner of public works from 
September 1955 until June. 

Mr. Smiru. Did they limit it? 

(Statement off the record.) 

Mr. Gaxiser. September 1955 to June 1956, acting commissioner. 

Mr. Smirn. Salary. 

Mr. Gainer. $8,500. 

Mr. Suiru. Prior thereto? 

Mr. Gauiprer. The previous June, the year before that. 

Mr. Suirn. 1954. 

Mr. Gaxiper. 1954, I was made assistant commissioner of public 
works. 
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Mr. Smiru. You started to work then in June of 1954? Is that the 
first time ? 

Mr. Gauiper. I think I can give you exact figures here. Assistant 
commissioner, June 1,1955. Acting commissioner, September 9, 1955. 
Commissioner, June 18, 1956. Th: at is official, that is as it is. 

Mr. Smiru. You weren’t with them prior to June 1954; is that cor- 
rect? Inany capacity ? 

Mr. Gauiper. June 1954? No; I was in the health department. 

Mr. Smiru. Were you working for the government—all I am trying 
to find out is how long you wor ked for the government and what jobs. 

Mr. Gatreer. Before that I was sanitary. director for the depart- 
ment of health. I was head of the sanitation division of the depart- 
ment of health, from 1951 to that date. I started at $3,900. 1 was 
increased to $4,500 and then to $6.500 in that capacity. 

Mr. Smiru. How old are you now? 

Mr. Gainer. Thirty-four. 

Mr. Smitu. Thirty-four. Now you stated that on your termination, 
you were either asked to resign or told that you were going to be fired. 
Did I understand you c orrectly i in stating that the night before, or the 
day before the Governor had requested ; you to get some trucks and haul 
some water which you said wasn’t a good idea? 

Mr. Gauiper. I told him, I explained to him that the hauling of 
water, the hauling of 2,000 gallons of water per trip for possibly, the 
most 5 tripsa day. I gave him the figures that the most, with all the 

vailable trucking facilities in St. Thomas, the most he could put into 
that system was 10,000 gallons a day. 

The demand of the cystem is 250,000 gallons a day. I told him that 
I didn’t think it was feasible but he asked me to still go ahead and do 
it and I ordered my men to do it. 

Mr. Smiru. You did do it? 

Mr. Gauieer. I did. 

Mr. Smrrn. You didn’t refuse to follow out the order that he gave 
you the day before ? 

Mr. Gauiser. No, sir. 

Mr. Smirxn. What are you doing now, if anything ? 

Mr. Gatieer. What am I doing now? I am unemployed. 

Mr. Smiru. You say you didn’t have any difficulties with the Gov- 
ernor, that you tried to show him and advise him, and so forth. Did 
you ever have any arguments at any time over any projects at all? 

Mr. Gauiper. Never. 

Mr. Smrru. In other words, up until the second week in February 
1957, your relationship had always been congenial with the Governor? 

Mr. Garrser. To my knowledge. 

Mr. Smiru. So far as you know? 

Mr. Gauteer. Two days before I was asked to resign I was at gov- 
ernment house at a state function and we were talking and chatting 
about this water problem and I was giving him my views, starting to 
talk about this Turpentine Run. I had impounding reservoirs in 
combination with distillation and he seemed to be very affable. 

Mr. Smriru. You have observed his activities down there since you 
have been working for him and prior thereto? 

Mr. Gauiper. Yes. 

Mr. Smirx. Have you formed an opinion as to his capabilities as.a 
governor ? 
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Mr. Gaviser. I can give you my opinion. 

Mr. Smiru. What is your opinion ¢ 

Mr. Gauiper. My opinion is that the governor is a very gullible man, 
he listens to everybody and he doesn’t—I don’t think he has an inde- 
pendent mind. Possibly one of the reasons for my being fired, I 
wouldn’t doubt that a lot of tales and gossip and whatnot must have 
gotten to his ears and he believed it, and I wasn’t concerned in what 
anybody had to tell him. I am a professional man and I was doing 
a job, 

Mr. Smrrxn. What do you mean by tales or gossip ? 

Mr. Gainer. Anything. 

Mr. Smirn. I mean what would you be referring to ? 

Mr. Gauiser. Well, pot holes in the streets here, insignificant things. 
I can give you an example, from his cabinet meetings. 

Mr. Smiru. You mean tales and gossip along lines of your efficiency 
as an employee ? 

Mr. Gauiper. Along the lines of my efficiency as an employee. 

Mr. Smirn. Not along lines of morals or anything lke that or 
crooked men or anything like that, you mean as to your efficiency ? 

Mr. Gaumer. That is right. 

Mr. Smiru. When did you form this opinion that you have given 
us as to the efficiency of the governor, as to his capabilities ? 

Mr. Gauiner. I formed this opinion soon after I had started to work 
with about 4 months, 4 or 5 months. 

Mr. Smirn. You maintained that same opinion clear up until the 
time you left the services but you continued in your employment. 

Mr. Gatiser. About 6 months after I had been working with him, 
attending cabinet meetings and sort of studied the way he talked. 
The impression I got was that a lot of time was spent in bickering 
on small details in cabinet meetings. He would discuss where to 
place traffic signs and complain about a little pot hole some place in 
the country; or in St. Thomas it might be a little insignificant ditch 
some place way out in the woods that affected 1 or 2 people. 

And I couldn’t understand that type of thinking—I mean—— 

Mr. Smiru. But you did continue in your employment ? 

Mr. Gauiper. Yes; because—— 

Mr. Smirn. Would you say that during that time, with that opinion 
of the governor, did you at all times cooperate in every way possible 
with him? 

Mr. Gauiper. 100 percent. 

Mr. Sairn. In other words, from your standpoint there could be 
no criticism of the manner in which you fulfilled the duties of your 
office ¢ 

Mr. Gariper. I was very loyal to the last minute. 

Mr. Smtrn. Would you go back to your job if it were offered to you ? 

Mr. Gariper. Not under Governor Gordon. 

Mr. Smirn. Not under Governor Gordon ? 

Mr. GaAriper. No, sir. 

Mr. Smitu. You wouldn’t work with him under any circumstances, 
is that correct ? 

Mr. Gariper. No, sir. 

Mr. Surry. Do you feel you are qualified to be the governor of the 
islands? 

Mr. Gautper. No, sir. 
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Mr. Suirn. Did the fact that Mr. Thrall was not made a permanent 
employee in any way cause you to become upset with the governor? 

Mr. Gaxreer. No, sir; I didn’t even know Mr. Thrall. 

Mr. Smirn. You didn’t know him ? 

Mr. Gauiper. He came from Detroit. 

Mr. Suiru. It wasn’t personal in any way ? 

Mr. Gatiper. No; he came from Detroit. 

Mr. Smirn. Did you ever have occasion to fire any employee under 
you? 

Mr. Gatiper. No, sir. 

Mr. Smiru. You have never fired anyone that you have hired during 
this capacity as assistant commissioner or commissioner that you 
know of ? 

Mr. Gaurser. No; I only hired four division chiefs but I always 
uphold any firings that were done in the department by supervisors. 

Mr. Cuuporr. Is that all? 

Mr. Smirn. Yes. 

Mr. Cuuporr. What are you trying to tell the committee, to sort 
of summarize what you told Mr. Smith in response to his interrogation 
is that although you didn’t agree with the governor, he was the 
executive, top executive of the islands, and he made the policy and 
you carried out the policy, although there were many times when you 
felt he was wrong? 

Mr. Gauiper. That is correct. In other words, there was an over- 
lapping, it came to a point where professional engineering became 
involved in a sea of policies and politics, so to speak. 

Mr. Cuuporr. Is there any further question ? 

Mr. Knox. I have one further question, Mr. Chairman. Mr. Galiber, 
did you ever expound your thinking to friends of yours or acquaint- 
ances of yours that the governor was gullible? 

Mr. Gaurper. Not until today. 

Mr. Knox. This is the first time that you have made such a state- 
ment ? 

Mr. Gauieer. That is right. 

Mr. Knox. Thank you, that is all. 

Mr. Cuuporr. Are there any further questions ? 

If there are no further questions, the committee will adjourn until 
the further call of the chair. 

(Whereupon, at 3:47 p. m., the committee adjourned.) 





ACTIVITIES OF THE VIRGIN ISLANDS GOVERNMENT 
AND THE VIRGIN ISLANDS CORPORATION 


TUESDAY, MARCH 19, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND Resources 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10:30 a. m., in room 
1501-—B, New House Office Building, Hon. Dante B. Fascell presiding. 

Present: Representatives Fascell (presiding), Knox, Brownson, 
and Smith. 

Also present: James A. Lanigan, subcommittee counsel; and Arthur 
Perlman, staff director. 

Mr. Fasce.ty. The subcommittee will come to order. 

Our chairman, Mr. Chudoff, has been called out of town, due to the 
serious illness of his father. We regret that he will not be able to be 
with us at this session. 

We will continue a hearings on the Virgin Islands problems this 
morning and call Mr. James T. Kincannon. 

Mr. Lanican. [think they can going to testify together. 

Mr. Fasceii. Yes; come on up, ‘Mr. Davidson. 

Mr. Lanigan. I wonder if you would identify yourself and give us 
the positions that you presently hold in the Soil Conservation Service. 

Mr. Kincannon. I am James T. Kincannon, presently employed 
with the Soil Conservation Service here in Washington as Assistant 
Chief to the Procurement Division of the Administrative Service 
Division. 

Mr. Lanican. Perhaps you could tell us what work you have done 
in the Virgin Islands so we can have that all together at one spot. 

Mr. Krncannon. I was employed in the Virgin Islands from June 
1954 until August of 1955, stationed in St. Thomas, as an engineer for 
the Soil Conservation Service. 

Mr. Lanican. Mr. Davidson. 

Mr. Davinpson. My name is Burr E. Davidson. Iam now employed 
by the Soil Conservation Service, United States Department of Agri- 
culture, here in Washington. My title is administrative officer on the 
programs appraisal and internal audit staff. 

uring my years of service I spent a year and a half in the Virgin 
Islands beginning in October 1951. Then, up until a year and a half 
ago I was with the Service as the state engineer, located in San Juan, 
P. R.. the Caribbean area Soil Conservation Service. 
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STATEMENT OF JAMES T. KINCANNON, SOIL CONSERVATION SERV- 
ICE, UNITED STATES DEPARTMENT OF AGRICULTURE; ACCOM- 
PANIED BY BURR E. DAVIDSON, SOIL CONSERVATION SERVICE, 
UNITED STATES DEPARTMENT OF AGRICULTURE 


Mr. Davipson. We do not have a prepared statement and we are 
here simply to answer any questions that the Committee might have 
on technical problems of water storage which our experience in the 
islands might qualify us to answer. 

Mr. Lanican. I will direct my questions to Mr. Davidson and then 
you gentlemen can decide which of you has the better knowledge to 
answer them. 

Have you made, or has the Soil Conservation Service under you 
made, any study of the possibilities of greater use of surface water on 
the island of St. Thomas ? 

Mr. Davinson. Nothing of a technical nature, and no report, as far 
as I know, has been published, Mr. Lanigan. Greater use would 
depend somewhat on the amount of water available. So far the small 
ponds that we have built have been mainly for livestock consumption, 
and the larger dam, with which I. believe you are familiar, on, Mr. 
Hartman’s estate, under construction now, the plans are to -use it, 
I think, mostly for irrigation and cattle. 

Mr. Lanigan. What has your experience been with dams that you 
have actually constructed on St. Thomas? Can you tell us what dams 
you have constructed and how they have operated ? 

Mr. Kincannon. I believe we have, up until the time that we left, 
constructed 12 dams on St. Thomas. The largest one that was com- 
pleted up until that time was what we call the Kirketerp Dam on 
the Hoffman estate, which is just about half a mile from the Hartman 
Dam which you gentlemen saw. 

Mr. Lanican. How much water does Kirketerp Dam hold? 

Mr. Kincannon. Let me see. 

Mr. Davipson. I believe it was about 25 acre-feet, and it was situated 
on about a 100-acre watershed. 

Mr. Lanican. Could you put that in terms of gallons / 

Mr. Davinson. Well, 25 times 325,000 would be around 7 million 
gallons. 

Mr. Lanigan. Has that dam filled ? 

Mr. Davinson. It is filled—well, at the time I was in the islands, 
in San Juan, it filled the first season it was built; that I know. When 
I left there it was still reasonably full of water. 

Jim, do you have anything on that ? 

Mr. Kincannon. It was completed in the early part of August 1054, 
and the rainy season started shortly after that, at least they started 
getting some pretty heavy rains. And it filled, and quite a bit of water 
went out of the spillway that season—that winter. The next year 
we tried to kind of keep a check on how well that dam was holding 
because it was the largest one that had been built there and we were 
interested to know just how well the water level would stay up. 

Incidentally, the water depth there was about 26 feet, in the neigh- 
borhood of 26 feet in the deepest places. And the water level actually 
went down in the neighborhood of 6 feet that year, due to percolation 
and evaporation, and there were a few livestock watered there, but not 
very many. 
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Mr. Laniean. Did it fill again the following rainy season ? 

Mr. Kincannon. The following rainy season, it filled again and 
even more water went over the spillw ay the following season. 

Mr. Lantean. When you say it went down 6 feet, was that lost 
through evaporation or through leakage in the dam 4 

Mr. Kincannon. Well, percolation, of course, I wou!dn’t say leak- 
age in the dam, it was percolation. Since that was the first time that 
the dam had filled we expected to lose some water through percolation 
until the sides and bottom and so forth could get saturated. Then it 
tends to seal over. 

Mr. Fasceti. I didn’t understand whether you said it dropped 6 
feet or dropped to 6 feet. 

Mr. eee sNNON. No: it dropped 6 feet. 

Mr. Laniean. What was the depth after it dropped ? 

Mr. Kincannon. Well, it would be about 20 feet of water in the 
dam. Of course, we didn’t have a gage stick in there. We measured 
the vertical. difference between the water level and the spillway eleva- 
tion to determine how much vertical depth it had dropped. 

Mr. Lanican. How far is that dam from the town of Charlotte 
Amalie? 

Mr. Kixcannon. I would say it is roughly 3 miles. 

Mr. Laxtean. About 3 miles from the town: Now, do you have 
another dam on an estate owned by Mr. Lockhart, the new Herrenbut 
estate’ I might say Dr. Bartlett told us that he had observed the 
water in 2 dams in January, 1 in this Kirketerp Dam that you just 
mentioned, and the other was a dam on the estate, on the new Herren- 
but estate owned by Mr. Lockhart, and he said that there was about 
41. million gallons of water in this dam which was close to the road. 

Mr. Kincannon. Yes: I know of that. 

Mr. Lanican. Could vou tell us about that dam ? 

Mr. Kixcannon. That dam, let’s see, it was built in the early sum- 
mer of 1955, and the hurricane that came that year filled it. We just 
got. it completed and—I don’t remember the name of that hurricane; 
it was a near miss here—but it filled that dam and a tremendous 
amount of water went over the spillway in that one ram. Of course, 
that was an unusual rain. 

[t. is not nearly as large as the Kirketerp Dam. It is right on the 
road and the figures he gave you there—I don’t really recall the 


size of it. 


Mr. Lanrean. But would you estimate it was around 414 million 
gallons, or do you have any memory about it at all? 

Mr. Kixcannon. I don’t think that would miss it too far, I think 
it would be in that neighborhood. 

Mr. Lanican. Now, there was another dam under construction this 
fall on the Hartman estate. Did you do any work in planning or 
imithe construction of that dam ¢ 

Mr. Kixcannon. Yes. The service did all the engineering work on 
the Hartman Dam. 

Mr. Laniean. Could vou briefly tell us about that dam, the size and 
its location. what vou expected it to accomplish ? 

Mr. Kincannon. The dam was originally planned for stock water, 
and to irrigate pasture. Mr. Hartman has a dairy farm there in St. 
Thomas, as a matter of fact he is the only dairyman there that operates 
a grade A dairy. And during the summer of 1954—and I understand 
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the summer before that, before I got there, it was very dry, and he was 
having to import feed for his dairy cattle. 

That summer they had a dock strike in Puerto Rico and that meant 
he had to ship all of his dairy feed in by air, which was very expensive. 
So he made application there to get this dam and it was approved. 
We made the investigation and determined, insofar as we could tell, 
that the dam was feasible. We actually started construction that fall 
right after we got through wih the Kirketerp Dam. But for some 
reason—I believe the equipment wasn’t available to continue with it 
then—so operations were discontinued until the next spring. 

They started operations again, the equipment broke dowte and work 
was discontinued until that fall, so actually the dam—they didn’t 
actually start concentrating on construction there until later in 1956. 
I understand it is completed now or is about completed. 

Mr. Laniean. About how much did that dam cost? 

Mr. Kincannon. The figure comes to my mind that there was some- 
thing like 25,000 cubic yards fill there. Does that sound about right? 

Mr. Davinson. Twenty-five, thirty thousand, something in that 
neighborhood, Jim. 

Mr. Kincannon. Of course, the drop inlet, in the primary spillway, 
was a drop inlet structure with a concrete pipe outlet through the 
dam. I don’t know, maybe you meant in dollars, Mr. Lanigan. We 
didn’t attempt to give any dollar cost on it, we would give the cost 
in quantities only. 

Mr. Lanican. Would the records of the Soil Conservation Service 
show what the cost of that dam, the Hartman Dam, was / 

Mr. Krncannon. In quantities; yes, sir. 

Mr. Lanican. Would it tell it in dollars, too / 

Mr. Kincannon. No, sir. Our records didn’t go into dollars, be- 
cause the cost of construction varied so drastically there that any 
guess we would make at a per-yard cost of moving earth based on our 
experience in the States just wouldn’t work, out there. So we didn’t 
make an attempt to give them costs in dollars and cents. 

Mr. Knox. Would you yield there, Mr. Lanigan / 

Mr. Lanican. Yes. 

Mr. Knox. Was the dam constructed with your own equipment? 

Mr. Kincannon. No, sir, Mr. Knox. You weren’t in here. We are 
employed by the Soil Conservation Service and our operation there was 
confined to providing the technical aspects of the program and the dam 
was constructed by the Virgin Island Corporation equipment and 
personnel. 

Mr. Knox. Does the Virgin Island Corporation have any records of 
time that their equipment was used on the project ? 

Mr. Krncannon. Iam sure they do have. 

Mr. Knox. Possibly I should not ask you that question. 

Mr. Krncannon. They had a report, I understand they went in 
weekly, you know, time report and that sort of thing. So I am sure 
that records would be available. 

Mr. Knox. But the dam was not constructed under contract? 

Mr. Krncannon. No, sir. 

Mr. Knox. That is all. 


Mr. Lanican. What is the capacity of the dam on the Hartman 
estate ? 
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Mr. Kincannon. The full capacity was a little over a hundred acre- 
feet, it seems to me like about 110 acre-feet, wasn’t it, which would be 
in gallons- 

Mr. Davinson. It would be 35 to 40 million gallons. 


Mr. Laniean. I see. Do you anticipate that that dam will fill, 
too ¢ 


Mr. Kincannon. Certainly. 

Mr. Laniegan. And you entinigate that water will spill over on 
that dam during the rainy seasons ! 

Mr. Kincannon. In unusual rains that are common there, ac- 
companying hurricanes, we feel sure that there will be some water 
loss over the spillway. 

Mr. Lanigan. From the looks of the dam and assuming that all 
of the legal problems could be ironed out with the owner of the 
estate, could that water be made available to the city of Charlotte 
Amalie on St. Thomas for use as a municipal water supply # 

Mr. Kincannon. Yes, sir; I would say that it could be. 

Mr. Lanican. What would have to be done to get the water to the 
city ? 

Mr. Kincannon. It would take a pumping plant and pipeline, fil- 
tration plant and treatment, of course. 

Mr. Laonaaal They would have to pipe it about 3 miles, is that 
correct ¢ 

Mr. Krncannon. Roughly that is right. You know the roads wind 
around there, straight through the way you would lay a pipeline it 
might vary some from 3 miles, I would say something less than 3 miles. 

Mr. Laniean. During your work on the St. Thomas, did you ever 
have occasion to look into the possibilities of building a dam on Tur- 
pentine Run ? 

Mr. Kincannon. Yes, sir; we made a rough preliminary survey, I 
would say, not exactly a survey, more just looking the situation over 
to determine the possibilities of building a dam there. 

Mr. Lanigan. hes either or any of these three dams we have men- 
tioned dams on the upper reaches of the same watershed that Tur- 
pentine Run is in? 

Mr. Kincannon. Yes, sir. Asa matter of fact, as I recall both of 
them are, all three of them, the Kirketerp Dam, the—what is his 
name? The one you mentioned there, that Dr. Bartlett 

Mr. Lanigan. New Herrenbut estate. 

Mr. Krncannon. Lockhart, and the Hartman Dam, they are all 
on the same reaches of the upper watershed. They would drain 
throvgh Turpentine Run. I believe that is right. They all converge 
and go down. 

Mr. Lanican. Could you tell us what your rough study of Turpen- 
tine Run has indicated is the feasibility of building a dam there? 

Mr. Krincannon. It looked like there were possibilities there for 
adam. The place that we had picked out for a site—just sort of 
tentatively picked out, I might say—would require a pretty long dam 
and at the time that we were there it was determined that it was 
just a little too large an undertaking for the program that we were 
then in. 

Mr. LantGan. For the Soil Conservation Service ? 

Mr. Kincannon. Yes. 
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Mr. Lanican. But, could you tell us what the construction would 
involve and how large a dam you believe could be built there, how 
large a reservoir c ould be established ? 

Mr. Kincannon.. After talking with you and Mr. Perlman, in Mr. 
Davidson’s conversation with you regarding this, we asked our people 
in the Caribbean area to look the situation over and refresh our mem- 
ory, and I believe you have a copy of their report in which they thought 
they could get something like 350 acre-feet storage there. 

Of course, as you readily understand, this report was made very 
hurriedly. We were under the impression that we would need the 
information the following week, and we called them on Wednesday, 
IT believe, and asked them to get it to us by the following T hursday. 
We thought we'would probably come up here then. So they didn’t 
have time to really make a detailed survey. 

I believe they state in their report there that their elevations and so 
forth were measured with a hand level, which is very rough. 

Mr. Lanigan. The report estimates a 60-foot dam storing 376 acre- 
feet, or 112 million gallons: is that correct? 

Mr. Kincannon. Yes, sir. 

Mr. Lantean. And the report also estimates the cost of constructing 
the dam, with the pipeline and 3 miles of pipeline and pumping equip- 
ment housed, to be around $572,000 ; is that correct ? 

Mr. Kincannon. That is right. 

Mr. Lanican. From your experience in the area, could you com- 
ment on the accuracy of this report, or on the possibilities that are 
raised by the report ? 

Mr. Kincannon. I believe there are possibilities of variation in the 
different costs here and I think all of them would be involved. ‘There 
might be some additional cost that we don’t have down here. As far 
as the per unit cost, of course, that is entirely an estimate and it would 
depend on the efficiency of the operation and several factors that they 
had no way of knowing, such as underground conditions, amount of 
rock, whether or not there would be sufficient clay material there to 
make a fill. 

Mr. Laniean. There is one cost not included in here that I think 
should be mentioned. That is no land-acquisition cost for the reser- 
voir site, isn’t that correct? That would have to be added ? 

Mr. Kineannon. Well, he has an item here toward the bottem of 
the page there, Mr. Lanigan, land 200 acres at $300 per acre. 

Mr. Lantean, Pardon me, youare right. IT overlooked that. 

Mr. Knox. Mr. Chairman, pardon me. 

Mr. Fasceti. Mr. Knox? 

Mr. Knox. I should like to have a copy of this report if you have 
oneextra. Have you? 

Mr. Lanican. There is one extra. There are two copies of it. 

Mr. Kwox. I would like to follow it while you are discussing this 
matter. 

Mr. Lanican. In-your judgment from your experience, would you 
say a dam at Turpentine Run for the purpose of augmenting the water 
supply of Charlotte Amalie isa feasible plan ? 

Mr. Kincannon. Well, Mr. Lanigan, that is—I just wouldn’t know 
whether it would be feasible or not. I think that more detailed in- 
vestigation would be required to determine whether it would be 
feasible. 
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Mr. Laniean. Do you feel that if a 60-foot dam were built there 
that there is enough water coming down Turpentine Run to store it 
with 112 million gallons i in the normal year? 

Mr. Kincannon. Based on the experience we had with the Kirke- 
terp Dam, I would think that there would be sufficient yield there to 
fill the reservoir. 

Mr. Laniean. Now, I notice in the report that was submitted by 
your San Juan office they speak of the possibilities of there being 
48 inches of ev aporation per year from such a dam. 

Does your experience in the Virgin Islands indicate that 48 inches 
of evaporation could be expected normally ¢ 

Mr. Kincannon. Yes, sir. Pond evaporation there runs something 
between 72 and maybe up to 84 inches a year. I believe that 48 inches, 
they arrived at that in the pond level by subtracting from the total 
evaporation the annual rainfall. The expected rainfall in that area 
might be as much as 24 to 30 inches. 

So 48 plus 24 would be 72 inches total evaporation. I don’t know 
the figures they used. If they used 30 inches rainfall in that area, 
that would be 78 inches, wouldn’t it? 

Mr. Lanican. Assuming there is this 48 inches evaporation, when 
would this occur, during what seasons of the year? 

Mr. Kincannon. It varies slightly from month to month, but it 
occurs all through the year, Mr. “Lanigan. 

I don't have—I thought I had brought the monthly evaporation 
figures with me—but it runs oh in July and August and September 
than during the rest of the year. That is the hottest, driest part of 
the year. Then, of course, the w vind has an effect on evaporation, too. 
But it would run a little bit higher during those months than it would 
during the other months, and probably less in the fall, October, Novem- 
ber, December; that is when you normally get most of the rain. 

Mr. Lanican. I see. Then your picture would be that the dam 
would fill up around December or in the fall? 

Mr. Kincannon. We would expect that; yes, sir. 

Mr. Lanigan. Could you give us, assuming a dam were built of this 
magnitude, what the annu: lL picture would be on the water flowi ing in 
and the amount of storage that would be held in the different seasons 
of the year ? 

Mr. Kincannon. You mean taking it out by natural causes? 

Mr. Lanigan. Yes. Assuming that we have the rainfall in the 
Turpentine Run watershed, and we have the evaporation that might 
be expected, when would the dam be filled and when we could expect 
it to be down, and about how far down, from natural causes alone ¢ 

Mr. Krncannon. I would say that normally we would expect it to 
fill in December or possibly a little before that. Of course, the evapo- 
ration and the percolation would start immediately and they get a 
little rain in January, not too much, normally. And the water level, 
I would expect to go down until about May, or around the month of 
May. They usually have—longtime records show that they have 
a little more rain, a little increase in rainfall, during that period of 
the year. I believe it would be enough to probably replenish the 
supply. Then after that there are longtime records that show it 
turns pretty dry and there would be a steady decline, I would think, 
in the water level until possibly October, the following October. 
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Mr. Lanican. If this dam were built for municipal purposes and 
coordinated with the present municipal system, with which I think 
you are somewhat familiar, do you think that the water could be taken 
from the dam, say, during ‘the ‘dry seasons, the early parts of the dry 
seasons and the water left in the public storage, covered storage in St. 
Thomas, and used in the latter part of the dry season so as to give 
a year-round water supply under at least normal conditions ? 

‘Mr. Krxcannon. It would seem that that would just be a question 
of management. I don’t see any reason why it couldn’t be operated 
that way. 

Mr. Laniean. Now, do you have any other ideas or suggestions from 
your personal observation—I might ask this of both you gentle- 
men—as to what could be done to help alleviate the water shortage 
in St. Thomas? 

Mr. Davmson. Mr. Lanigan, just from looking at the figures there 
of storage capacity in relation to catchment area, it would a ypear to 
me that in some cases more storage could be provided in relation to 
the catchment area in acres. 

Mr. Lanigan. You mean more storage right near the town ¢ 

Mr. Davipson. Near the town and dug-out ponds, lined ponds, or in 
concrete storage _— I note down on page 2, on the city-water 
source, storage, No. 1, airport landing strip, 20 acres of catchment 
area, stor age capacity provided is 214 ‘million gallons storage. Well, 
that would be 125,000 gallons per acre or 4.56 inches of runoff from 
the catchment area. 

Now, the submarine base storage, 7.7-acre catchment, is 6,960, 000 
gallons. That is 890,909 gallons storage per-acre catchment, or 32.52 
inches of runoff. That storage capacity there is approximately eieht 
times as great as the airport landing strip in relation to the catchment 
area. 

Now, either one is designed too small or the other one too large. | 
feel that some cheaper means of storage, building small dams or 
excavating ponds near the city, might be cheaper than providing rein 
forced concrete tanks. 

Just an estimate, strictly, of the cost of storage: If vou could 
excavate such a tank in the ground for 50 cents a cubic yard, that 
would provide storage at about $0.0025 per gallon. And storage 
in reinforced concrete cistern or tanks would probably be about $0,036 
per gallon. In other words, the storage in the dug-out ponds or reser- 
voirs would probably be much cheaper. 

Mr. Lanican. Have you from your observation around Charlotte 
Amalie noticed whether or not water actually overflows the present 
storage facilities during the rainy season? Have either of you? 

Mr. Davipson. Mr. Kineannon lived there. 

Mr. Kincannon. I am not to familiar with that submarine storage: 
I just didn’t have occasion to be down there during the rainy o ison. 
The storage at the airport does overflow on occasions I know. IT don’t 
know how often that is or whether it is normal from year to year, but 
during heavy rains, it overflows and they even have to pump water 
out of the airport. 

Mr. Lanican. Have either of you ever discussed the problem of in- 
creasing the water supply at Charlotte Amalie with the Governor or 
someone—the head of the public works department or someone of 
equivalent status in the local government ? 
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Mr. Kincannon. I discussed it with Governor Alexander during 
the time he was there, at his request, and we suggested that the roads 
up the mountain above the town of Charlotte Amalie was a natural, 
at least already built, catchment area. 

There is one road above Charlotte Amalie that goes over, I believe 
they call it, Peter Mountain, that has a curb on it already built. Dur- 
ing the rains that acts as a gutter and there is plenty of water that 
comes down that area. If seen during the rain it was very obvious that 
they were losing a lot of this w ~ into the sea, and Governor Alex- 
ander was very interested in it. I don’t know just what action he 
took or whether he got the ear of anyone to take any action. 

Mr. Lanican. Did you make any estimate of the amount of water 
that might be caught in the road that you mentioned and what would 
be necessary to store that water? 

Mr. Kincannon. Mr. Lanigan, we tried to make some estimates 
after I had talked to you before. We were having to estimate the 
length of that road and the width of the strip out from the road that 
might drain to the road. Since all our figures were based on estimates 
and then multiplied by factors it seemed to us that it would distort 
our answer so much, if there was an error in our estimates, that we 
finally abandoned the idea of trying to give you any figures on that. 

Mr. Lanican. Would you say ‘then that there could be a substantial 
amount of storage ? 

Mr. Kincannon. I think so, compared to the storage that they now 
have there. 

Mr. Lanitcan. Would you say it could approach 13 million gallons; 
that is, the total amount of the present storage # 

Mr. Krncannon. I feel sure that it could approach that or possibly 
exceed it. ‘That is my personal opinion, of course, because there are 
3 different roads going up from the town over the mountain and if 
all 3 of them were combined, I mean the combined runoff from ali 
5 of them, I feel sure that it would exceed the 13-million-gallon figure. 

Mr. Lanicgan. Do you know whether or not the Territorial gov- 
ernment had made any request of the Soil Conservation Service for 
technical assistance or studies under the 1954 Watershed Protection 
and Flood Prevention Act / 

Mr. Kincannon. To my knowledge they haven't. 
ing of the Virgin Islands? 

Mr. Lanrean. Yes; of the Virgin Islands. 

Mr. Kincannon. Not that I know of. 

Mr. Laniean. All right. Could you tell us what provisions are in 
the 1954 act relating to assistance that might be given for municipal 
water supply by the Soil Conservation Service # 

Mr. Krxncannon. Isthat Public Law 566, 1954 act ¢ 

Mr. Lanigan. Yes: 566. 

Mr. Ktncannon. My understanding is that 566 doesn’t authorize 
the Government to contribute to a municipal water supply, except 
that if they are doing the work, the watershed-protection aspects of 
it in the locality, and ‘the local organization wants to increase the size 
of a retention reservoir, for instance, to supply municipal water, then 
the Government will go ahead and pay for, or take care of only the 


expenses for the w atershed protection part of it and any excess cost 
would have to be borne by the local organization. 


You are speak- 
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Mr. Lanican. Those are construction costs that you are speaking 
of now? 

Mr. Kixcannon. Yes, sir. I believe in the investigation and plan- 
ning, the Government can go ahead and do that for the entire project. 

Mr. Davison. I believe that is correct. 

Mr. Krycannon. The construction cost, and also the engimeering, 
planning, design, all of that part of it over and above the flood-protec- 
tion aspects would have to be borne by local organizations. 

Mr. Lanicgan. You are aware, of course, that section 9 of the act 
makes it applicable to the Virgin Islands as well as to Hawaii, Alaska, 
and Puerto Rico? 

Mr. Kincannon. Yes, sir. 

Mr. Lanican. Now, we had some testimony at our hearing on St. 
Croix regarding an item in the 1955 Comptroller General’s report on 
the Virgin Islands Corporation which stated that there was a dam on 
the St. Croix that was started at an estimated cost of $3,542, in 1954, 
and by August 31, 1955, the dam was near completion, but the costs 
had run up to $36,143. I believe, Mr. Kincannon, you said that you 
were familiar with this and had observed what had occurred. Could 
you tell us just what happened in this instance ? 

Mr. Kincannon. Well, they had started that dam at the time that 
I first-——— 

Mr. Lanican. When you say “they,” 
started it ? 

Mr. Kincannon. Vicorp, Virgin Islands Corporation had started 
construction. About that time this dam had come up on the priority 
roster and Mr. Davidson was in the States and we were very short 
of technical help down there. I don’t know just what the situation 
was, I suppose that some of our people had staked the site out for 
construction. But at the time we got down there the Virgin Islands 
Corporation had started construction and they had started laying 
conduit, and building the drop-inlet structure prior to excavating a 
cutoff trench, or core trench. 

Mr. Lanican. That is a trench at the base of the dam that goes 
down to prevent water from seeping underneath it, is that correct? 

Mr. Krncannon. Yes: that is right. 

Mr. Laniean. Will you proceed, please ? 

Mr. Kincannon. Well, we explained to them that it was going to 
be most difficult to excavate a core trench with that pipe laying across 
there, and they finally decided that the best thing to do was to take 
the pipe out. So they took it out. I am sure that that added to the 
cost some, possibly a thousand dollars, I wouldn’t know, but I would 
say probably a thousand ; wouldn’t you ? 

Mr. Davipson. Yes. 

Mr. Krncannon. Most of the pipe that came out was destroyed, 
broken up to the extent it couldn’t be used, in getting it out. 

Mr. Lantean. Can you give us any of the other reasons why that 
cost happened to skyrocket, either you or Mr. Davidson ? 

Mr. Krncannon. Of course, after they got the pipe out and started 
cutting the core trench, they had a lot of trouble with water. I am 
not sure whether the rains came then or whether—for some reason 
they got an excessive amount of water down through that drainage 
area. But anyhow, the water was giving so much trouble they had 


can you tell us who had 
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to almost continually pump it with all of the pumping they had 
available and they had quite a bit of difficulty cutting the core trench, 
and it drug out, and, of course, the more time it took the more cost 
was charged to the account. After they got the core trench in and 
concrete structure built, they went ahead and completed it in a reason- 
able time. 

Mr. Lanican. Could you tell us how the soil-conservation program 
operates on St. Croix and St. Thomas, that is, who does the planning, 
who decides what projects are to be built and who builds them‘? 

Mr. Kincannon. The Soil Conservation Service operates there giv- 
ing assistance to the soil-conservation districts which are a legal sub- 
division of the State, or in that case, the Territorial government. 

Our operations there, of course, were furnishing technical assistance 
to the farmers. Vicorp was doing the construction, similar to a 
contractor doing construction for a farmer and we were furnishing 
the technical assistance, engineering surveys, staking out, that sort 
of thing. We didn’t give much supervision, except as much as was 
required to determine that they were adhering to the technical specifi- 
cations. 

Mr. Lanican. How is the priority of work on projects determined 
on each of the islands ? 

Mr. Kincannon. Well, sir, the district soil conservation district 
board set priorities. That was the policy.. In St. Croix, of course, 
it worked pretty nicely because the board was very active there. In 
St. Thomas the board wasn’t so active and there was always a little 
bit of doubt as to whether they could get a quorum when they had 
a board meeting. I don’t know the actual priorities set there. At 
the time I was there I suppose you wouid say that the board did 
set them. 

Mr. Lanican., Now, how did the program progress on the two 
islands? Did you find them progressing with equal rapidity, or did 
it go faster on St. Croix than on St. Thomas ? 

Mr. Kincannon. Of course, it was much faster on St. Croix, which 
I guess would be expected. St. Croix is the agricultural island and 
also the home of the Virgin Islands Corp., which was supplying the 
equipment. Most of the equipment was on St. Croix. St. Thomas 
usually had two bulldozers or some comparable amount of equip- 
ment there. 

Mr. Lanican. How many projects in all have you planned for St. 
Thomas? 

Mr. Kincannon. I believe we have that—tentative plans here in 
this report, Mr. Lanigan. This report has—there are 50 that have not 
been constructed there. 

Mr. Lanican. How many have been constructed ? 

Mr. Kincannon. It seems like itis 12. But that is just a figure that 
comes to mind and I am not sure. I am sorry, I don’t have that 
figure here. 

Mr. Laniean. By projects you mean additional water retention 
dams ¢ 

Mr. Krxcannon. Yes. Of course, they would vary in size consid- 
erably. They would vary in size from the size of Hartman’s Dam, 
possibly, to one not over 500,000 gallons, or something like that. — 

Mr. Laniean. Isee. 
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Mr. Chairman, we had on St. Croix some mention of dams that 
have been built on Mr. Ward Canaday’s estate. I believe it was 
pointed out there had been two dams built there. Mr. Canaday has 
written a letter to the committee asking that the letter be incorpo- 
rated in the record, in which he makes a statement regarding the dams. 
I could read it or we could incorporate it in the record. 

Mr. Lantean. Any objection, Mr. Knox? 

Mr. Knox. [f it has reference to the dams, I would have no objection. 

Mr. Fascrtx. Without objection, it will be included in the record. 

(The information is as follows:) 


THE OVERLAND CorpP., 
OFFICE OF THE PRESIDENT, 
Toledo, Ohio, December 20, 1956. 
Hon. WiintaAM L. DAWSON, 
Government Operations Committee, 
House of Representatives, Washington, D.C. 


DeaR Mr. CONGRESSMAN: At a meeting held by the Government Operations 
Committee the first week in December in the island of St. Croix, V. 1, I am 
advised that a question was asked pertaining to a dam which was built 
on my farm in St. Croix. As I was not present at the meeting at which this 
question was raised I think it is important for your committee to have full 
information on this subject. 

When I bought my property in the Virgin Islands in 1934 most of the island 
of St. Croix was in bush. Of the 40,000 acres that had once been under cul- 
tivation, approximately 4.000 were still being cultivated for sugarcane and these 
by virtue of. the establishment of the Virgin Islands Corporation by the United 
States Government. 

My own property, at the time I purchased it, was very largely in bush. I 
cleared approximately 3,000 acres of land, contouring most of it, and established 
pasture on it. I also became the largest grower of sugarcane on the island, 
outside of the Virgin Islands Corporation. 

At the time I started to grow sugarcane we were getting 12 tons of cane to 
the acre. It became apparent that with the limited rainfall on the island it was 
necessary to find means of preventing the runoff of water during the rainy 
season as this left long periods of dry weather in which the roots could find 
no nourishment. 

Consequently, after contouring my land I found an opportunity to put in 
earthen dams in various localities, which finally totaled, I believe, altogether 11 
dams. The success of these dams in keeping the soil moist was such that I took 
up with Congress the idea of having the Soil Conservation Department make 
a study and suggested that an appropriation be made so that, after the survey 
by the Soil Conservation Department, a layout of the number of dams which 
could profitably be established on the island should be determined and their 
location determined, without any individual on the island having any political 
pull in regard to the matter. 

This was done and I believe about 130 dam sites were located. An appro- 
priation was made which provided costs for a certain number of dams each year 
and a committee was appointed to determine the order in which the dams were 
to he located. I refused to allow any dams to be located on my farm for a 
period of several years, during which I carried out my own dam-building 
program. 

Three dam-site locations were selected on the highlands of my farm as 
being desirable for providing a supply of water that would refresh the soil 
over many hundreds of acres down through the valley. Two of these dams 
were built finally without my knowing until after they were constructed that 
the committee had proceeded with their plans, after having built some 70 or 80 
dams on the island. I have not yet consented to having the largest of the dams 
built because I wanted to be sure that everyone on the island who was willing 
to have a dam built on his property should be allowed to do so before any 
further dam sites were carried out by the Government on my own land, even 
though dams on these sites would benefit far beyond my own territory. 

It will be of interest to you to know that this vear with the increased mois- 
ture contained in the soil, as well as with the application of fertilizer which 
this makes possible, we were able to obtain 36 tons of cane to the acre instead 
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of 12 with which our program was started, and that the Virgin Islands Cor- 
poration likewise increased its yield to 36 tons to the acre on the 4,000 acres 
which it is cultivating in sugarcane. 

There are now, I believe, approximately 80 dams in use on the island and 
they are scattered all over the island where farming is being done. They 
have been carried out also in conjunction with the land-clearing program which 
has substantially increased the reutilization of soil on St. Croix for farming 
purposes. 


It is apropos to note here also that whereas the cattle population on the island 
of St. Croix was less than 6,000 when I purchased my land, the cattle population 
today is over 9,000 head and the grade of cattle is better. This is only about 
half the amount of cattle that should be on the island if the entire grazable 
land were brought under the influence of continuing moisture for grass. 

Very sincerely yours, 
Warp M. CANADAY. 

Mr. Lanican. I have one question about this of Mr. Davidson or 
Mr. Kincannon. 

Was Mr. Canaday on the soil-conservation district board on St. 
Croix ? 

Mr. Kincannon. Not at the time I was there. To my knowledge 
he never was. 

Mr. Davipson. He was never on the board, in fact he wasn’t a full- 
time resident. His farm operator or manager, Mr. Fritz Lawaetz, 
was chairman of the board during my year and a half there and I 
believe he still is a member of the local board of supervisors. 

Mr. Laniean. That gentleman is the same man as Senator Fritz 
Lawaetz, is that correct ? 

Mr. Davinson. That is right. 

Mr. Kincannon. Mr. Lanigan, I have this figure here now on the 
number of ponds in St. Thomas, if you would like them. 

Mr. Laniean. All right. 

Mr. Kincannon. This is as of June 1956. There were 15 dams com- 
pleted in St. Thomas. That is St. Thomas and St. John. There were 
three in St. John. So my figure 12 was about right. 

Mr. Lantcan. I wonder if we could put this report of the San Juan 
office in the record at this point. 

Mr. Fascetu. This is what the witnesses have been testifying about ? 

Mr. Lanigan. Yes, 

Mr. Fasceti. Any objection to that? Without objection, it will 
be included in the record. 

(See appendix L, p. 853.) 

Mr. Lanican. That is all. 

Mr. Fascert. Mr. Knox, do you have any questions of these 
witnesses ? 

Mr. Knox. Mr. Kincannon, we have a cost estimate here of the 
Turpentine Run stricture of $572,000. Now, that is the estimated cost 
for the committee to use as a guide or measuring stick as to whether 
we felt that this was something that we possibly should give some 
consideration to as far as supply ‘of water is concerned on St. Thomas? 

Mr. Krncannon. Mr. Knox, this estimate was developed by our 
state engineer and territorial director on a very short notice and it 
was what we term a preliminary cost estimate and all of the quanti- 
ties are entirely estimates. The field investigation was made with a 
hand level, which isn’t too accurate, you know. It was just some- 
thing—we asked them for it in a hurry and since their time was lim- 
ited they did the best they could here in just a short time allotted 
to them. 
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Mr. Kwox. This estimate is not complete as far as serving fresh 
water to the city is concerned, is it ? 

Mr. Kincannon. No, sir; this didn’t include filtration or water 
treatment, that sort of thing. 

Mr. Kwox. That is right. And what would be the approximate 
cost for the filtration and the treatment, that is the softening of water 
and so on ? 

Mr, Kincannon, I wouldn't have any idea of what that would 
run. 

Mr. Kwox. Is it your opinion that if this Turpentine Run structure 
were constructed that it would give ample water for the city of St. 
Thomas? 

Mr. Kincannon. It would seem, from this estimate, that there 
would be sufficient water stored here. I am not sure that this size 
structure would even be feasible. I think a fuller investigation would 
need to be made. 

Mr. Fascetu. In other words, this is a probability study but not a 
feasibility. 

Mr. Kincannon. That is right. Our people in San Juan, I believe, 
recommend here some pl: .ce—that item 7 on page 4, Mr. Knox. 

Mr. Knox. Yes; I have read it. They recommend that there should 
be an engineering firm come in and make a thorough study, and it 
may cost as much as $75,000 for the study alone. 

Mr. Kincannon. Of course, that is an estimate, too, you know. 

Mr. Knox. Yes. I commend them for their recommendations at 
least. At least they go on to make a full study before they plunge to 
construct a dam or reservoir that possibly they are not sure will be 
ample to take care of the needs of the islands, 

I haye no further questions. 

Mr. Fascetn. Your engineers are cautious by nature, I assume. 

Mr. Brownson, do you have any questions? 

Mr. Brownson. I have no questions. 

Mr. Fasceti. Mr. Smith? 

Mr. Smirru. Just a couple. When were you down there, Mr. Kin- 
cannon ¢ 

Mr. Krycannon. I was there from June in 1954 until August of 
1955, then I was in Puerto Rico from that time until last November, 
at which time I came to Washington. 

Mr. Smiru. During the time, subsequent to August 1955, vou left 
the Virgin Islands, has it been your—under your direction? Has it 
been your responsibility to study and plan these dams, and so forth ? 

Mr. Krncannon. To a certain extent. Of course, we had full-time 
personnel on St. Thomas up until June of 1956, and we have two full- 
time people working in St. Croix. So, of course, they did the day-to- 
day activities there. It was our responsibility from the San Juan 
office to counsel with them, and more or less general supervision. 

Mr. Suiru. What authority or what is your position now so far as 
the Virgin Islands are concerned ? 

Mr. Kincannon. Noconnection at all. 

Mr. Smitru. How long has it been since you have had any connection 
therewith ? 

Mr. Kincannon. I was transferred to Washington last fall—well, 
actually, October 21, I believe it was, when I was transferred from 
Puerto Rico. 
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Mr. Smrru. In other words, as far as the conditions down there now, 
of people and water and those things, your information is not up to 
date now on that; is it ¢ 

Mr. Kincannon. No, sir; not for the last 6 months, you might say. 

Mr. Smirn. Who would you suggest, either from your Department 
or any other place, who could give us more up-to-date information on 
these questions that Mr. Lanigan is asking ? 

Mr. Kincannon. People here or down there ? 

Mr. Smirxn. Any place. Who has that authority? Does anybody 
in Soil Conservation have that authority on how many dams we need, 
what the cost would be, when they could fill up, how they evapor ate, 
and so forth ? 

Mr. Kincannon. Our state engineer in San Juan would be in a 
position to give you some idea about the evaporation and the number 
of ponds that they would need. I suppose, as far as the Service is 
concerned, that would be developed by the Soil Conservation district 
board, which knows the farmers and Jandowners and operators in the 
islands. 

Mr. Smith, our work is just assisting the districts, you see. Of 
course, we work with them in planning their long-term program. 

Mr. Smiru. How long has it been since you have had any connection 
with the Virgin Islands, Mr. Davidson? 

Mr. Davinson. I was there for a year and a half, beginning in Octo- 
ber 1951. Then I spent 214 years in Puerto Rico, during which time 
I had some knowledge, because I went over there fairly frequently to 
give some supervision and to help our personnel there. But I have 
now been back from the Caribbean for a little over a year and a half, 
and since then my connections with the Virgin Islands have been com- 
pletely severed. A 

Mr. Surru. I get the impression that you are both trying to help us 
as best you can but that your information is pretty muc ch removed 
now from what is actu: illy going on down there, and for the most part 
you are giving us hearsay on what you think it would be in the cost, 
in the water, and things could change materially. Now, somebody 
should have some more up-to-date information that we could get. 

Mr. Davinson. That is true. 

Mr. Smrrx. Do you have any suggestions for the committee ? 

Mr. Davinson. If more information is desired, our Caribbean area 
director might be contacted—Mr. von Treba. 

Mr. Lantcan. Could I interject ? 

Mr. Smiru. Go right ahead. 

Mr. Laniean. With a slight note of explanation here. We did ask 
the Soil Conservation Service representative in the Virgin Islands to 
appear and testify at St. Thomas, but for some reason, which isn’t too 
clear to me, he didn’t come over and testify. So when we came back 
to Washington we called the head of the Soil Conservation Service 
here, and told him we were going to continue the hearings in Wash- 
ington, and we would like to have somebody who was thoroughly 
familiar with the Virgin Islands problems testify. So Mr. Davidson 
and Mr. Kincannon’s names were both given tous. We talked to Mr. 
Davidson first. In order to bring the picture up to date, we asked Mr. 


Davidson to get a report from the San Juan office, whic h is the report 
which we have here. 
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Mr. Fascenn. You mean this one that has been introduced in 
evidence ? 

Mr. Laniean. Yes; the one that has been introduced—— 

Mr. Fasceni. That is supposed to be an up-to-date report on the 
situation in the Virgin Islands? 

Mr. Lanican. That is right. It is dated some time in February, | 
believe. 

Mr. Smrru. I get the impression from these gentlemen’s statements 
that time was very limited and that this report by virtue thereof had 
to be quite sketchy. I have enjoyed this very much, but I haven't 
found out a thing as to some of these quest ions that you are apparently 
trying to raise, whether we need dams, whether the cost of this one 
went up so much, how much water we are going to get, how it is going 
tobe done. Is that what we are trying to find out today ? 

Mr. Lanican. We are trying to get a full picture of the different 
possibilities of solving the water-shortage problem in the Virgin 
Islands. Our next witness is a man who has studied the salt-water 
conversion processes, and that will conclude our testimony on that 
subject. 

But, as I say, the Soil Conservation Service here felt that these two 
gentlemen were the best. qualified men to give us the picture of the 
surface-water possibilities from the Soil Conservation Service's 
standpoint. 

Mr. Smirn. It doesn’t seem to me it is quite fair to these two men 
and to the committee for us to try and draw conclusions on informa- 
tion which they ascertained some years ago. For all they know, there 
may not be a Charlotte Amalie down there now. Maybe now it is 
infested with big ants or something like that. 

Mr. Laniean. I think Mr. Kincannon was there until last 
November. 

Mr. Smiru. That was in Puerto Rico; only over there occasionally 
talking tothem. He has been gone since 1953. 

Mr. Fascetn. Both of you are with the Service in Washington at 
the present time; are you not / 

Mr. Kincannon. Yes. 

Mr. Davinson. Yes. 

Mr. Fasceti. You still have some responsibility for this thing 
haven’t you? 

Mr. Kincannon. Not directly. 

Mr. Fasce.w. It is still in the Department; it isn’t isolated some 
where ? 

Mr. Krncannon. That is right. 

Mr. Fasceii. Are you through, Mr. Smith ? 

Mr. Smiru. Yes. 

Mr. Fascety. A couple of questions I have in the back of my mind. 
You say that 50 projects are in the mill down here in the Virgin 
Islands; is that right? 

Mr. Kincannon. Proposed for St. Thomas. 

Mr. Fascetz. Proposed for St. Thomas, of which 12 have been 
built on St. Thomas and 3 on St. John; is that correct ? 

Mr. Krncannon. That is the figures we have here; yes, sir. 

Mr. Fascett. Now, when you say they are proposed, have they 
gone through all of the machinery of being approved and authorized ? 
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Mr. Krncannon. Let me explain that. Maybe that is a misnomer, 
“proposed.” They went through the island and picked out possible 
sites 

Mr. Fascety. They—you mean the Soil Conservation ee 

Mr. Krxcannon. The Soil Conservation Board with technical : 
sistance of the Service, our representative there. 

Mr. Fascety. So to that extent the Service had a hand in the origi- 
nation of these projects ! 

Mr. Kincannon. That is right. 

Mr. Fascetn. O. K. Go ahead. 

Mr. Krncannon. Well, that is about the story. They picked out 
the possible sites that would work in with the farming operation, 
whatever it was, whether it was livestock or vegetable growing or 
whatever it was. 

Mr. Fascert. And you reached an agreement on 50 projects and 
15 of them have been built ? 

Mr. Kincannon. That is right. 

Mr. Fascetxz. Is that right? 

Mr. Kincannon. Yes. 

Mr. Fasceii. Now these 15 projects; am I correct, are they all 
dams or are they dams and something else ¢ 

Mr. Kincannon. They are all dams. Some of them have concrete 
structures, you know, drop inlets, that sort of thing. Some of them 
are what we call a dug pond. In the flatter areas you get on a drain- 
age area and scoop out a pond. I am sure you are familiar with 
what I am talking about. 

Mr. Fascein. But all of these projects store water; that is the 
point ? 

Mr. Kincannon. That is right. 

Mr. Fascery. Fifteen of them are completed: 50 of them were sur- 
veyed, so tospeak. How long ago were those 50 surveyed ? 

Mr. Kincannon. Actui ally, they weren’t surveyed. 

Mr. Fascetn. Approved, discussed, put on paper / 

Mr. Krncannon. That is a good question. I don’t really know 
how long ago. Isuppose—could you answer that / 

Mr. Davinson. In our program down there, as elsewhere, we give 
assistance to the landowner in developing a farm-conservation plan 
and I assume that all of these 50 ponds have actually been planned 
with the farmer, and the records of the ponds are located in the 
farmers’ farm-conservation plan. 

In other words, at the time of assisting the landowner, or planning 
the best use and treatment of his land, we didn’t actually make com- 
plete surveys, but it was planned that a dam would be constructed 
for these farms. 

Mr. Fasceti. Do you have any other questions ? 

Mr. Lanican. I just wanted to get the picture of San Juan and the 
Virgin Islands straight. 

When you were asked to get further information for the committee, 
you telephoned or contacted your San Juan office; is that correct, Mr. 
Davidson ? 

Mr. Davipson. Yes. 

Mr. Laniean. Why didn’t you contact someone in the Virgin Is- 
lands directly ¢ 
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Mr. Davinson. Well, we go through official channels in requesting 
and receiving information, “and. the territory down there is known 
as the Caribbean area, as far as the Service is concerned, and the 
director of that Service is located in San Juan. 

Mr. Lanican. That is the same as a State in the United States? 

Mr. Davinson. That is essentially the same as a State, the director 
in the Caribbean area. 

Mr. Laniean. The Virgin Islands are under the San Juan office; is 
that correct ? 

Mr. Davipson. Yes, sir. 

Mr. Laniean. Why did Mr. von Trebra feel it necessary to go per- 
sonally to the Virgin Islands to look at this, rather than contact 
someone employed by the Soil Conservation Service in the Virgin 
Islands and get him to report; do you know ? 

Mr. Davinson. Well, the specialists that we have, the engineers and 
soil scientists, and other specialists, are of necessity scattered so much 
we try to take the best personnel that we have for such studies as this 
or for any other water-storage problems underway. 

On structures of this kind the local personnel that are stationed in 
the islands wouldn’t be expected to have too much knowledge concern- 
ing them. 

Mr. Laniean. So you did send the best men that you could to St. 
Thomas to look this over; is that correct? 

Mr. Davipson. The director and our State conservation engineer 
went down there. As we told you, Mr. Lanigan, I met with you on 
Tuesday and Wednesday; 1 week later you wanted to have this infor- 
mation. While we are not apologizing for the report, it is a very 
rough estimate. 

Mr. Laniean. I think you are to be commended on getting any 
report. I might say, at that time the hearings were scheduled. They 
have been del ayed since, as you have been sitting here and noticing. 

Mr. Davipson. Yes. 

Mr. Fasceti. Any other questions? 

Mr. LaniGan. That is all. 

Mr. Fascert. Mr. Knox? Mr. Smith, Mr. Knox yields. 

Mr. Smiru. Do I understand from your observations down there 
that you would agree with me that there is a shortage of water for 
agricultural uses and for personal use; is that correct ? 

Mr. Davipson. I am sure there is a shortage now, sir, and there 
always has been, and for—well to the extent of other than domestic 
and home consumption, I imagine it always will be scarce, at least 
within our foreseeable time. 

Mr. Smiru. Why do you draw that last conclusion that it always 
will be scarce ? 

Mr. Davipson. Well, unless some new method can be found. I 
wouldn’t think, for instance, that they could impound enongh water 
to do any large-scale irrigation there. 

Mr. Smrrn. I didn’t read your report. But in your report did you 
suggest that some survey be made, at a possible cost of $75,000 or 
something ? 

Mr. Davinson. We think that on the basis of this preliminary re- 
port, that such a study might be desirable. 

Mr. Smiru. To try to determine how we can alleviate this shortage 
of water; is that correct? 
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Mr. Davinson. Yes, sir. 

Mr. Surrn. Do you have any suggestions as to what governmental 
agency, if any, would be qualified to do that, and would have the 
authority to do it? 

Mr. Davinson. No, sir; I do not. Certainly if the Soil Conserva- 
tion Service did it, a project of this size, I do not know under what 
authority we would do it, and certainly it would be a case of a special 
arrangement. 

Mr. Smuirn. Then is it your conclusion on that that it would have 
to be a private-enterprise arrangement ? 

Mr. Davinson. As far as I know now, that would be my opinion, 
sir. 

Mr. Situ. Do you think that that should be done ‘ 

Mr. Davinson. [ think that certainly before—my personal opin- 
ion—that before any large amount of money was spent that certaimly 
a detailed, impartial investigation should be made. 

Mr. Surrne. And that is what you estimated, just hurriedly, that 
it might run as much as $75,000; is that correct ¢ 

Mr. Davipson. Yes, Sir. 

Mr. Smirn. Do you think this committee is justified im recommend- 
ing that the Government spend that money to accomplish that‘ 

Mr. Davinson. Sir, that would only be a personal opinion. 

Mr. Smirn. I understand that. 

Mr. Davipson. I think if the real intention is to solve the water 
problems for domestic use, that the study would be worth while. 

Mr. Smiru. Thank you. 

Mr. Fasceri. But, Mr. Davidson, it would have to have commer- 
cial value before some private-enterprise outfit would do it; wouldn't 
they ¢ L mean you would have to make money out of it. 

Mr. Davipson. I would assume so. 

Mr. Fascety. Any other questions ? 

Mr. Knox. Yes. 

Mr. Davidson, are you acquainted with this area—the Turpentine 
Run? 

Mr. Daviwson. Not too well, sir. I walked up and down it when I 
was there in 1951 and 1952, and I did know that the Navy had made 
some studies there, but I was unable to find any records of the studies 
that were made. : 

Mr. Kwox. Is the area a mountainous area? 

Mr. Davipson. It is very steep, as well as I remember, except for a 
very narrow valley, and it is rocky and steep country. 

Mr. Knox. Do you know anything, or do you have any knowledge 
of the value of land in this particular area? : c 

Mr. Davinson. I wouldn't have at the present day; no, sir. I un- 
derstand the real estate and tourist boom has greatly increased the 
land values. ; 

Mr. Kwox. Is this area timber—— 

Mr. Davipson. There is very little real timber of any commercial 

value. q 

Mr. Knox. Is it of heavy growth? 

Mr. Davinson. Some of it is, along the main stream, possibly, but 
on the mountain sides it is mainly brushland, I would say—acacia, 
tantan, such plants as that. ; 
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Mr. Knox. I note in the estimate that just clearing the land would 
cost $200 an acre. 

Mr. Kincannon. Yes; that is right. 

Mr. Knox. Could you inform the committee as to why such a high 
estimate was made for clearing land at $200 an acre, just for a reser- 
voir? 

Mr. Davison. Well, I believe that probably they would want to 
clear the entire reservoir area, and I wouldn’t think $200 an acre would 
be exorbitant. 

Mr. Knox. How would they clear the land; with a bulldozer ? 

Mr. Davinson. Bulldozer; it probably would be burned, what tim- 
ber was of no commercial value at all. 

Mr. Knox. Do you have any knowledge as to the ownership of this 
property ? 

Mr. Davinson. I do not. Possibly Mr. Kincannon knows who 
owns most of that land. 

Mr. Knox. Could you answer the question, Mr. Kincannon ? 

Mr. Kincannon. Mr. Knox, the land changes hands down there so 

rapidly and so frequently that I wouldn’t know now. It seems to me 
at the time I was there that Lockhart owned the particular site where 
we thought it might be possible to build adam. We weren’t thinking 
about a dam anything like this size, either. 

Mr. Knox. Who is Mr. Lockhart ? 

Mr. Kincannon. Lockhart is one of the oldtimers there. As a mat- 
ter of fact, I think he is a native of St. Thomas, and I believe he has 
a department store there in Charlotte Amalie. 

Mr. Knox. There is no corporation, then, that owns the property, to 
your knowledge? 

Mr. Kincannon. There is a corporation there that—I think Ben 
Bayne and Kessler formed a corporation, a real estate development 
corporation, there, and they may possibly have some land in that area. 
They didn’t have at the time I was there, to my knowledge, but they 
may have now, because they were buying quite a bit of ‘land in the 
islands, both St. Thomas and St. Croix. 

Mr. Knox. Mr. Kessler is the owner of the Virgin Isles Hotel; 
is that right? 

Mr. Kincannon. At least he is interested in it. I am not sure just 
who owns it. There is kind of a question there. 

Mr. Knox. He is the manager; is he not ? 

Mr. Kincannon. He possibly is. I couldn't say about that, either. 
Bayne and Kessler were in quite a few enterprises there, and I really 
don’t know the true extent of all of them. 


Mr. Knox. To your knowledge, is this land suitable for develop- 
ment ? 


Mr. Kincannon. In house sites, you mean / 

Mr. Knox. Yes. 

Mr. Kincannon. Of course, it is on the interior of the island and 
itissuitable. The more desirable building sites seem to be overlooking 
the ocean. They would be the ones that would go first. But I would 
say it was suitable, certainly. 

Mr. Knox. Isthere a highway to this property / 

Mr. Kincannoyn. The road from Charlotte Amalie to Red Hook 
foes right by it, passes right by it. As a matter of fact, I believe this 
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report says that that road would have to be relocated if the dam: was 
built. 

Mr. Knox. That would indicate then there is access to the property 
by highway / 

Mr. Kincannon. Yes, sir. 

Mr. Pertman. In that connection, Mr. Knox, I might state that, 
when we were down there in February of this year, the information 
that we received was that the land in question at Turpentine Run 
was owned by Hartman. 

Mr. Knox. Who is Mr. Hartman ? 

Mr. Pertman. Hartman is a gentleman who runs the only dairy 
farm on St. Thomas, and it is the place where the present 34-million- 
gallon reservoir is located, on the other side of the road. 

Mr. Fascety. Any further questions, Mr. Knox? 

Mr. Knox. No further questions. 

Mr. Fascetit. Thank you very much, Mr. Kineannon and Mr. 
Davidson. 

Mr. Davinson. Thank you very much for the opportunity of appear- 
ing here. 

Mr. Fascersi. The committee will next call Mr. Goodrich Line- 
weaver. Will you come around and have weet, please ? 

Mr. Surru. Off the record, Mr. Chairman. 

Mr. Fascetn. Yes. 

( Discussion off the record. ) 

Mr. Fascety. Go right ahead. 


Mr. Lantcan. Could you give us your name and identify yourself 
for the record ¢ 


STATEMENT OF GOODRICH W. LINEWEAVER, COMMITTEE ASSIST- 
ANT FOR RECLAMATION, SENATE INTERIOR AND INSULAR 
AFFAIRS COMMITTEE 


Mr. Linewraver. My name is Goodrich W. Lineweaver. IT am 
committee assistant for reclamation, which includes water and power 
activities, for the Senate Committee on Interior and Insular Affairs. 

Mr. Lanican. Could you give us a little of your background before 
you were employed by the Senate Interior Committee / 

Mr. Linewraver. I was for 17 years with the Bureau of Reclama- 
tion in about half a dozen different capacities, as analyst; chief of in- 
formation; assistant to the Commissioner, in charge of liaison; direc- 
tor of operations and maintenance ; and Assistant Commissioner. And 
then again as assistant to the Commissioner. 

Mr. Lanican. I see. What is your professional background and 
training? 

Mr. Lineweaver. I had no formal education or training as an engi- 
neer or lawyer. Most of my activities and most of my early life was 
in newspaper work. I joined the Government as secretary of the 
Federal Power Commission in 1934, stayed there for a couple of 
years, went into free lancing, and then joined the Bureau of Reclama 
tion in connection with irrigation repayment problems in the 17 
Western States. From that I went into the Bureau here and from 
time to time occcupied those various positions that I indicated. 
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Mr. Laniecan. Have you made a study in the past year of the pota- 
ble water problem on St. Thomas in the Virgin Islands? 

Mr. Lineweaver. First, let me refer to one other job right here. 
During my last few years with the Bureau of Reclamation, the Secre- 
tary of the Interior, then Oscar Chapman, assigned me to organize 
the saline water program which was authorized i Congress in 1952. 

My job was as representative of the Secretary in organizing the 
program, working with the Congress in enacting the legislation, and 
then in setting up the organization for implementing the initial 
authorization which, as I said, was enacted in 1952. 

Last year, the water shortage i in the St. Thomas area of the Virgin 
Islands was brought to the attention of Chairman Murray, of the 
Senate Committee on Interior and Insular Affairs. He directed me 
to make a rather hurried trip down there to see what it was all about, 
and also to gather such information as I could in the limited time at 
my disposal, that might be the basis for exploratory legislation, if 
that should prove desirable and necessary, and make any recom- 
mendations that I found were justified. 

I did go to the Virgin Islands in the latter part of August 1956; 
spent about 10 days or 2 weeks there. Before going I made a study 
of the available information as to the water situation at, Charlotte 
Amalie on St. Thomas. Then on my way to St. Thomas I stopped 
in Puerto Rico and conferred with the Department of Agricul- 
ture people and other Government agencies there who might have 
some information, and then proceeded to St. Thomas, where I did the 
best I could to orient myself as to what the situation was and in get- 
ting firsthand information. 

I had the advantage of conferences with the Department of Inte- 
rior Territorial Division here and also of a study of the potable water 
problem of St.Thomas by Gibbs & Hill, Inc., in association with 
She part T. Powell, of Baltimore, a consulting engineer. 

Mr F Fascety. What is the date of that study? 

Mr, Lirveweaver. April 1956. That was made at the direction of 
the Secretary of the Interior, and it seemed to me to be about the best 
information that was available at that time as to a solution of the 
problem in concrete form. 

I say this, Mr. Chairman, by way of parentheses, at this time, that 
there have been a number of—I understand—comments made on this 
report which have not been made available to us and which I would 
like to have the assistance of the committee in getting ahold of. Com- 
ments that were made on the Gibbs & Hill-Powell report, which I 
think will throw considerable light on this phase of the solution of the 
problem. 

Mr. Fasceti. You mean discussions on the recommendations made 
in the report? 

Mr, Lineweaver. That is right. 

Mr, Fascetz. The discussion 

Mr. Lineweaver. On costs and background and things of that kind. 

Mr. Fascett. You mean made by departmental officials ? 

Mr. Lineweaver. Well, some of them were made by departmental 
officials and some of them, I understand, by some outside consultants. 

Off the record, Mr. Chairman. 

(Discussion off the record. ) 

Mr. Fascetu. On the record. 
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Mr. Laineweaver. | understand there are comments on the Gibbs & 
Hill-Powell report in the Department which I thmk would throw 
considerable light on the recommendations of Gibbs & Hill. 

Mr. Laniean. Is that the Interior Department ? 

Mr. Lineweaver. Yes, sir. And they also would be of value to 
this committee. What we proposed to do on the Senate side, if and 
when legislation was introduced, to implement solutions of this prob- 
lem, was to ask for this information. 

Mr. Fascetx. That is, officially through the committee. 

Mr. Lineweaver. Officially through the committee; yes, sir. 

Mr. Fasceti. That raises the inference, then, as I understand it, 
that the staff of the committee has requested the information and has 
been unable to obtain it. 

Mr. Lineweaver. Well, more or less in a casual manner. It was 
only yesterday that I ascertamed that there was a comprehensive 
analysis of the cost. phases available. 

Mr. Fasceui. Of the Gibbs report. 

Mr. Linewraver. Of the Gibbs report. L don’t anticipate any 
serious trouble in getting it, but if we ia perhaps a cooperative etlort 
on the House committee and the Senate committee might be able to 
shake it loose. So, as a result of my visit to St. Thomas and other 
studies, I formulated this report to the chairman of the Senate 
committee. 

Mr. Fasceti. You are referring to the potable water problem, St. 
Thomas, V. I., memorandum, committee print, dated January 15, 
1957. 

Mr. Laneweaver. Yes, sir: 

Mr. Knox. Mr. Chairman, before you proceed, Mr. Lineweaver, has 
there been a request by Mr. Murray—that is, Senator Murray, of the 
Committee on Interior and Insular Affairs of the Senate—for this in- 
formation from the Interior Department? A formal request ? 

Mr. Lineweaver. No, sir; not of that. But there will be as a 
result of the information I received yesterday ; there will be a formal 
request for the comments. 

Mr. Knox. Then you have not been denied the information ? 

Mr. Lineweaver. No, we have not been denied. 

Mr. Knox. Why do you surmise that you may have difficulties? 

Mr: Lineweaver. Well, I don’t necessarily think so. I think if a 
formal request was made—I hadn't gotten back to the proposition, I 
was waiting to appear before this committee, and then plan what we 
were going to do. I may say that the chairman did request from 
the Department a draft of a bill which would carry into effect the 
recommendations in my report, and I have that request and draft 
here, Mr. Chairman, if you would like them, 

Mr. Fasceti. Yes. I appreciate your making it available to us. 

Mr. Lixeweaver. Under date of January 18, Chairman Murray 
requested the Secretary of the Interior to furnish him with a draft of 
legislation which would carry into effect the recommendations in this 
report. 

Mr. Fasceii. You mean the Gibbs report now ? 

Mr. Lineweaver. No, sir; in my report. 

Mr. Fasce.y. In your memorandum. 

Mr. Linewraver. In my memorandum. And then under date of 
February 4 the Assistant Secretary of the Interior did submit a draft 

90694—57——-42 
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with recommendations that one part of the report be eliminated. 

Mr. FaAscetyi. You mean'the' Secretary ofthe Interior submitted a 
draft of legislation with recommendations that a part of your report 
be—— 

Mr. Lrvewraver. Be not implemented by legislation. 

Mr. Fascetu. All right. 

Mr. Lrnewraver. Now, may I say that my recommendations were 
largely based on the Gibbs & Hill report, plus the information I ob- 
tained during my 10-day stay on the island, and such other information 
as I could obtain. 

In addition to that, the Gibbs & Hill report—do you have that in 
the record ¢ 

Mr. Lanican. No; it is not in the record. We do have one copy 
in the committee files. 

Mr. Lineweaver. Perhaps it would be informative to say just: what 
the Gibbs & Hill report 5 rae in brief. They recommended a dis- 
tillation process that would provide approximately 200,000 gallons per 
day additional potable water for St. Thoms. This process would—they 
would use Navy stills which are available, they stated, and would 
cost something like $1,500,000. That is what Gibbs & Hill recom- 
mended. 

Mr. Fasceti. You say “stills.” Do you mean more than one still? 

Mr. Lineweaver. Yes; about six stills. 

Mr. Fasceni. Each producing 200,000 gallons ? 

Mr. Lineweaver. No; the total production would be about 200,000 
gallons a day. 

Mr. Fascetu. The total cost of which would be about a million and a 
half? 

Mr. Lineweaver. Approximately a million and a half. 

Mr. Fascety. All right. 

Mr. Lineweaver. In addition to that, they set up an alternative 
schedule which provided for about 1,600 or 2,000 kilowatts of power, 
which would be produced in connection with the operation of the dis- 
tillation plant. They did not recommend the power installation. 
Why? Ihave never been able to ascertain from 

Mr. Fasceti. You mean Gibbs did not recommend ? 

Mr. Lineweaver. Gibbs did not recommend the power installa- 
tion. The power situation is such on St. Thomas that they are going 
to need an additional unit, 2,000 or 2,500 kilowatts almost immedi- 
ately, to take care of the load in St. Thomas, plus the additional drain 
that comes from the requirements on St. John, the third island—the 
second island in addition to St. Croix. 

So it seemed to me that the economics of the problem justified in- 
stallation of the 2,000 kilowatts—1,600 to 2,000 kilowatts. That. 
would entail a cost of some $350,000 or $400,000 more. There was no 
question about the power installation being self-supporting from 
the increased demand for power. 

So in my recommendation I combined, basically, the original re- 
sults of the Gibbs & Hill recommendation, plus the power installation. 

I also added a third phase to it which was this: That the Secretary 
of the Interior, under his general authority, both for the saline- 
water program and the Territories, use the distillation installation 
there, or part of it, for demonstrations of improved distillation proc- 
esses in connection with the saline-water program. 
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The Department, on that phase, objected to the demonstration prop- 
osition on the ground that the law did not authorize a demonstration 
plant but only pilot plants. So I would submit for the record, Mr. 
Chairman, the letter of Chairman Murray dated January 18, 1947, to 
Hon. Frederick A. Seaton, Secretary of the Interior, and the Depart- 
ment’s reply of F ebruary 4, 1957, signed by Fred G. Aandahl, Assist- 
ant Secretary, to which is ‘attached the draft of legislation that the 
Department prepared as a legislative service, not as their recom- 
mendation. 

At this point I think I should say that My recommendation, also, 
was to the effect that the operation of the distillation plant and the 
power features be placed under the Virgin Islands Corporation. 

Mr. Fasceti. That is the Department’s recommendation ? 

Mr. Lineweraver. No, that is my recommendation, that it be 
placed under the Virgin Islands Corporation. 

Mr. Knox. On that point, Mr. Lineweaver, do you feel that the 
Virgin Islands Corporation should be a continuing operation on the 
Virgin Islands? 

Mr. Lineweaver. Let me say this, Mr. Knox, that in the absence 
of any other vehicle for handling the problems on the Virgin Islands, 
certainly for 5 years, I would say that you would have to have the 
Virgin Islands Corporation or some similar device for handling the 
situation, 

1 do not think that Congress should look forward to perpetuating 
the Virgin Islands Corporation indefinitely. 

Mr. K ox. Is it not true that the life ‘of the Virgin Islands Cor- 
poration expires in about 1959? 

Mr. Lanican. That is right. June 30, I believe, 1959. 

Mr. Knox. June 30. 

Mr. Lineweaver. It would have to be extended. Some device will 
be needed. I would be hopeful, it may be a vain hope, that by that 
time or certainly a few years afterward, the stability of the islands 
would be such that it could be handled by the territorial government 

rather than setting up or continuing a government corporation of a 
managerial type of this kind. 

But my recommendation was based on the existing situation. The 
desire that was expressed to me by well-qualified people was that an 
operation of this kind should be kept out of island politics. Other 
factors were the instability of the thinking of the people, and also 
the fact that this was a St. Thomas venture , solely. St. Croix wasn't 
concerned, although St. John might be by reason of the power con- 
nection. For the immediate future it seemed that the Vi irgny Islands 
Corporation offered the best vehicle for handling a job of this kind. 

Mr. Knox. Of course, the Virgin Islands Corporation has become 
involved in practically every operation of the entire islands. 

Mr. Lrxeweaver. That is right, sir. 

One further reason, Mr. Knox, was that the Virgin Islands Cor- 
poration now operates the power system on the islands. And, there- 
fore, this additional unit would fit into its system. And it looked 
to me like a waste of potential energy not to hook it in—if this 
scheme worked out and the Congress approved it—not to hook it in 
with the power system, especially since it was obvious that a power 
unit of this character would be self-supporting, and might very well, 
in time, make a contribution to the saline water operations cost. 
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Mr. Knox. What I object to mostly is for the Government to con- 
tinue to expand, where possibly private capital could come in and 
make the investment and relieve the taxpayers of the obligation of 
operating a power plant or the sugar plantation, that is, their sugar 
operations, wherever it happens to be. I hope thrat Government is 
not going to continually be looked upon to come in and support 
these projects. 

Mr. Lineweaver. I would think that is an objective that is to be 
devoutly hoped for. But my job was dealing with the situation as 
it appeared then and how best to fit it into the existing layout. 

Mr. Fascett. Well, I concur in the objectives, I might just add 
that if there are any commercial possibilities there, they are still 
there for anybody that wants them. 

Without objection, the letters testified to will be admitted in the 
record. 

(The letters referred to are as follows:) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 4, 1957 
Hon. JAMES E. MURRAY, 
Chairman, Committee on Interior and Insular Affairs, 
United States Senate, Washington 25, D. C. 


My Dear SENATOR MuRRAY: In accordance with your request, there is enclosed 
a draft of bill to amend the Virgin Islands Corporation Act to permit the appro- 
priation of $1,600,000 for a long-term loan for installation of water-distribution 
and power facilities. 

The draft of bill covers recommendations (a) and (b) in the memorandum 
dated December 29, 1956, from Mr. Goodrich W. Lineweaver to you, which is 
reprinted in your committee’s publication entitled “Potable Water Problem, 
St. Thomas, V. I.” It is not clear to us from your letter whether you wished 
this draft of bill to include also language to implement recommendation (c). If 
such implementation is called for, it can be accomplished by adding to the attached 
draft of bill a new section 2, reading thus: 

“Sec. 2. The Secretary of the Interior is authorized, as an adjunct to his admin- 
istration of the Act of July 3, 1952 (66 Stat. 828), as amended, and in connection 
with the carrying out of section 1 of this Act, to install and to operate and 
maintain a plant to demonstrate improved sea-water distillation methods, said 
plant to be of such capacity and design as the Secretary shall find best adapted 
to the purpose. There are hereby authorized to be appropriated such sums as 
may be necessary to carry out the purposes of this section.” 

For a number of reasons, however, it would be our recommendation that sec- 
tion 2 be not added to the draft of bill if and when you introduce it. These will 
be clear, I think, from the discussion in the following paragraphs. 

The water needs of the island of St. Thomas have been given a great deal of 
attention by this Department during the past 4 years. An engineering analysis 
was initiated by the Division of Territories and carried out under contract by 
an outstanding engineering firm in a serious endeavor to ascertain the best means 
of meeting the needs. The findings of that engineering firm were that the water- 
supply needs of St. Thomas could be best met by the installation of some exist- 
ing type, surplus, sea-water distillation units, notwithstanding the fact that 
those units produce water which is far too expensive for general consumptive 
purposes in the continental United States. The engineering report did not recom- 
mend construction and operation ef “demonstration” plants. 

The subject of sea-water demonstration plants was thoroughly discussed during 
the hearings preceding the enactment of the 1952 Saline Water Conversion Act. 
At that time the idea of building such plants was rejected by the Congress in 
favor of development of low-cost processes through research and scientific devel- 
opment. It was felt that Federal funds could not be justified for demonstrating 
existing methods for producing fresh water from sea water at a price which 
very few people could pay. 

The conclusions reached in 1952 were supported in 1955 when the Saline Water 
Act was extended. At that time the specific question of demonstration plants 


———————— 
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was again raised and was answered to the satisfaction of the House Committee 
on Interior and Insular Affairs, which held very extensive hearings on the sub- 
ject, and its conclusions were substantially agreed to by the Senate committee. 

From your letter I believe that there may be some misunderstanding as to the 
meaning of the expression “demonstration plants.” The following colloquy, 
taken from page 38 of the printed hearings on H. R. 2104 and H. R. 2126, S4th 
Congress, is of interest in this connection : 

“Mr. ASPINALL. Would you mind advising this committee the difference between 
a pilot plant and a demonstration plant right at this place in the record? 

“Dr. LAsERsoN. Certainly. A demonstration plant, in my mind, is something 
that is built when we know all about it and all we have to do is show how it 
works. A pilot plant, to my mind, is a research facility, a plant in which we 
do experimentation.” 

A similar distinction was drawn by Dr. Thomas K. Sherwood at the hearings 
on 8. 516, 84th Congress, before your committee (p. 31). 

Our report of January 11, 1957, quoted in your letter of January 18, will be 
misunderstood if its reference to need for a testing facility at the seashore is 
read as calling for demonstration plants. At this time the need is for a test and 
research facility where a supply of sea water is available and where the various 
processes now being developed in the laboratory can be tested, experimented 
with, closed down, started up as necessary, changed, and studied. This is pilot- 
plant activity, but it is not a demonstration plant. 

It is, furthermore, imperative that research and development, including field 
testing or pilot-plant work, be not combined with a production facility. Such 
combination could only lead to trouble, particularly in an area where water is 
searce. The pilot plant must be closed down frequently for changes, altera- 
tions, and observations, and in an area where the demand for water is as acute 
as it is in the Virgin Islands, the need to continue producing some water by 
such experimental apparatus would be so great that the value of the experi- 
ments themselves would probably be lost. In short, we can see no useful pur- 
pose in considering a combination of the highly efficient and productive research 
and development program of the office of saline water with the production of 
fresh water in a battery of existing type Navy stills. 

It is certainly to be expected that the records of water production, fuel con- 
sumption, etc., would be obtained as a matter of standard operation from the 
water-supply stills, and that those records would be made available for such 
value as they might have to the engineers and scientists working in the saline- 
water program. However, the characteristics and performance of these stills 
is already well known and established by the Navy, and those data are avail- 
able to and have been used by the office of saline water. Such records merely 
show that existing distillation processes are not suitable for general economic 
production of water. This confirms the conclusions reached by your committee 
from the extensive hearings leading up to the Saline Water Act of 1952. 

I have no doubt that legislation relating to demonstration plants at this time 
would meet with the same objection from capable scientists and engineers that 
it received in 1951. It was only after the program of scientific development was 
initiated that diligent efforts of the office of saline water restored the coopera- 
tion and confidence of these people. Now that their cooperation has been 
secured and is effective, I feel that it would be a mistake to revert to the pro- 
visions for a demonstration plant in connection with a program that is pro- 
gressing so well. 

The attached draft has been prepared as a service to you. It has not been 
cleared through the Bureau of the Budget. You will therefore appreciate, 
I am sure, that we are not in a position at this time to make any commitments 
with respect to it. 

Sincerely yours, 
Frep G. AANDAHI, 
Assistant Secretary of the Interior. 


A BILL To amend the Virgin Islands Corporation Act 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembied, That section 6 of the Virgin Islands 
Corporation Act (63 Stat. 350, 353, 48 U. S. C., see. 1407e) is hereby amended 
by adding to it a new subsection (c) reading as follows: 

“In addition to the authorizations contained in subsection (a) of this section, 
the Corporation is authorized to obtain from the Treasury of the United States 
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in the form of a loan, and there is authorized to be appropriated for the pur- 
pose of such a loan, not more than $1,600,000 for installation of water distilla- 
tion and related power facilities to be operated and maintained by the Corpora- 
tion. The unamortized balance of the amount so obtained from the Treasury 
shall bear interest, beginning ten years after the facilities have become reve- 
nue producing, at a rate determined in the manner provided in section 7, sub- 
section (b), of this act. Interest payments and capital repayments under this 
subsection (c) shall be covered into miscellaneous receipts of the Treasury.” 





JANUARY 18, 1957. 
Hon, FREDERICK A. SEATON, 
Secretary of the Interior, 
Department of the Interior, 
Washington, D. C. 


Dear Mr. Secretary: Attached are committee prints of my memorandum of 
January 15, 1957 to members of the Committee on Interior and Insular Affairs, 
relating to the potable water problems on St. Thomas, V. I. Attached also to the 
memorandum are the report and recommendations of Goodrich W. Lineweuver, 
committee assistant, with respect to this problem. 

Last summer, I instructed Mr. Lineweaver to visit the Virgin Islands and 
look into the potable water problem, about which there has been great concern 
both in the islands, and in the Congress and elsewhere in the States. 

I have examined the report and am impressed with the urgency of prompt 
action to meet the critical potable water situation on the island of St. Thomas. 
While I am not necessarily committed to support of the Lineweaver recommend:- 
tions, I believe his report offers a vehicle for bringing the problem before the 
Congress, with a view to the enactment of remedial legislation. 

Consequently, I request, as a legislative service, that you have prepared a 
draft of a bill which will embody the recommendations in paragraph 11 at the top 
of page 3 of the committee print. When the bill is introduced, a departmental 
report will be requested in due course. 

in this connection, I call your attention to paragraph “c” of the summary of the 
recommendations with respect to the coordination of the utilitarian phases of 
the proposed salt water distillation operation on St. Thomas, with demonstra- 
tions of improved sea water distillation methods under the saline water pro- 
gram. As you are doubtless aware, this Committee has been intensely interested 
in advancing the saline water program and I am quite sure my colleagues will 
be anxious to get its operations on a demonstration basis in some constructive 
phase as early as practicable. As Secretary of the Interior you have the re- 
sponsibility and authority to coordinate the proposed utilitarian program on St. 
Thomas with an improved saline water distillation demonstration. 

Apropos of this latter suggestion, I read with interest your report of January 
11, 1957, to the President of the Senate on the saline water program. I was 
especially impressed with the following paragraph, which I quote for ready 
reference : 

“With the development of some processes to the pilot plant stage as at present, 
it has become increasingly necessary that facilities be provided at a seashore 
location where extended testing and improvement work under the direction and 
supervision of government representatives can be carried out. Although a nuin- 
ber of governmental laboratories, such as those of the Bureaus of Standards, 
Reclamation, Mines, and others are available where certain research can be eon- 
ducted, they do not meet the essential requirement of being near a continuous 
supply of natural sea water. Thus, it has been found necessary to seek tem)o- 
rary test facilities of industrial firms at scattered seashore locations where pilot 
plant work of this nature can be conducted. However, borrowed facilities are 
not the best means for most effectively carrying out the development work and 
should be considered as a temporary expedient. The ultimate need for a test 
und evaluation center at a seashore location was recognized from the begin- 
ning, but although the present authorization is believed to be sufficiently broad 
to include such a facility, specific appropriations for that purpose have not been 
available.” 

It seems to me that the observation you made in that portion of the report 
quoted fits in almost exactly with the proposal in the Lineweaver report. It 
furnishes an economical approach for a pilot plant operation for demonstration 
purposes. 
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In order that I may get legislation introduced as early as practicable, I will ap- 
preciate a draft of the proposed legislation, requested as a legislative service, 
by February 1. 

Sincerely, 
James E. Murray, Chairman. 

Mr. Fascrin. Do you have any further questions, Mr. Knox? 

Mr. Knox. No. 

Mr. Fascetzi. Mr. Brownson. 

Mr. Brownson. No questions. 

Mr. Fascetn. Mr. Lanigan, do you have any questions? 

Mr. Lantaan. Yes. First, on the point that you mentioned that 
Gibbs & Hill didn’t advocate putting in a powerplant in their major 
recommendation, isn’t it a fact that the Gibbs & Hill recommendations 
were predicated on the belief that they would be implemented in 
calendar year 1956? 

Mr. Lineweaver. I think that was probably the idea that they had 
inmind. For some reason or other the whole trend of the Gibbs & Hill 
report was that the thing would be implemented almost overnight. 

Mr. Lanican. They thought that the powerplant could be some- 
thing that could be put in later? 

Mr. Lineweaver. Later: yes, sir. 

Mr. Lanican. But not in the initial step ? 

Mr. Linewraver. That is right. 

Mr. LaNtGan. So far as you know, has anything been done to imple- 
ment the Gibbs & Hill report ? 

Mr. Linewraver. No; it has not, and I was hopeful that Senator 
Murray's request for a draft of Jegislation would- 

Mr. Fascety. Sharpen some pencils? 

Mr. Lineweaver. Sharpen them up. What the Senator has in 
mind is to confer with Senator Jackson, the chairman of the Subcom- 
mittee on Territories, and perhaps in order to get something started, 
introduce the bill. Then through that vehicle we would have an op- 
portunity to—a basis for calling on the Department for a full discio- 
sure of what its thinking is. 

Because of the way the problem is now, it is pretty hard to get 
them lined up. The Secretary is in the hospital, the Senate has just 
confirmed a new Under Secretary, and it is a little bit difficult to get 
things clicking. 

Mr. Laniean. Are you aware that the Department has sent another 
study team down there in the last week? 

Mr. Lirnewraver. No: I didn’t know that. 

Mr. Knox. Mr. Lanigan, a study team for what purpose ? 

Mr. Lanicgan. To study the possibilities of utilizing Turpentine 
Run and other surface water sources. 

You mentioned $1.5 million cost for the installation of these salt- 
water distillation plants. What would be the cost of operation? 
Do you have figures on that ? 

Mr. Linrweaver. Yes. It is a pretty expensive proposition. The 
cost of operation under scheme B would be $308,000 a year. 

Mr, Lanigan. Does that include depreciation on the plant or just 
the fuel—— 

Mr. Lineweraver. The financing charge is $104,000, which I assume 
is depreciation. 

Mr. LanieAn. If this 200,000 gallons were added, did you make 
any estimate as to how many years that would carry forward ? 
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Mr. Lineweaver. Generally speaking, it would be adequate, assum- 
ing the increase in the tourist trade and so forth and so on, we gen- 
erally estimate it would be about 1,964. 

Mr. Laniean. Did you in your studies give any serious considera- 
tion to surface water supply 4 

Mr. Lineweaver. I did to this extent, Mr. Lanigan. I talked with 
the people who had looked into this surface proposition. There were 
some who thought that Turpentine Run project that was discussed here 
this morning might possibly be adequate. No one that I could find 
down there had any definite feeling that surface water could be 
impounded on St. Thomas in sufficient quantities that would be ade- 
quate to supplement the supply. 

Second, that even if it could be impounded and stored, that you 
would run into 2 or 3 very serious problems. One would be the evap- 
oration. The rainfall there comes only in a few months of the year. 
There would be evaporation. Next would be the contamination from 
insects, bacteria, and so forth. That would require such a high degree 
of chlorination that questions would be raised about its pot: ability 

Mr. Lanican. Have you given any thought to any future possi- 
bility of installing both water distillation plant and dams and blend- 
ing the water some way ! 

Mr. Lineweaver. Well, I have thought this, Mr. Lanigan, that 
it might be possible to put in a distillation plant, perhaps not of the 

capacity that is set up in the report, and then pursue these further 
studies of the ground water and surface water potentials. But the 
thing that puzzles me is the delay i in the whole proposition: Here the 
United States has had control of the Virgin Islands for 40 years, and 
this problem of impounding surface w ater has been hashed over year 
after year and maybe every 5 years, maybe every time the problem 
came up, and no solution has ever come of it. 

So it raised a question in my mind that if the storage of surface 
water were feasible, taking into account the terrain and the rainfall 
situation and all of the other factors, that it would have been worked 
out long since, and you would not have been depending on the barging 
of water as a tempor ary expedient from Puerto Rico to supply St. 
Thomas. 

Mr. Lanican. You heard the testimony that dams have filled up 
to 10 million gallons, and can be built to hold 34 million, probably. 
Perhaps the problem is that they haven’t worked on it sufficiently. 

Mr. Linewraver. Well, that may be. Then, of course, you are up 
against the problem as to whether you have the rainfall or not. That 
is something that even the experts in agriculture couldn’t determine. 

Mr. Fascetx. Of course, his testimony—I can’t remember which one 
of the gentlemen it was—said on the Kirketerp they had 7 million 
gallons, it dropped 6 feet the first year and then filled again. They 
had pretty good rain. He said that was normal. Anyway it is a 
debatable point. 

Mr. Lanican. Do you have figures showing how much the per-ton 
cost of water from the distillation plant would be? 

Mr. Linewraver. Per thousand gallons, under scheme B, it would 
be $8.72 per thousand gallons, on a 90-day operation basis and $4.28 
per thousand gallons on a 360-day operation. 

Mr. Lanican. That is the scheme that incorporates the powerplant ? 
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Mr. LinewrAver. When the powerplant is installed, it is $8.70 per 
thousand gallons on a 90-day basis and $4.25 on a 360-day basis. 

Mr. Laniean. Will anything have to be done to the distilled water 
to make it potable? 

Mr. Linewraver. No; it would be potable. That is one advantage. 

Mr. Lanican. Would it normally have to be blended with some 
other water to add some mineral content ? 

Mr. Lineweaver. No; the experience that the Arabian oil com- 
panies had in Saudi Arabia, as I understand it, has been that when 
the water comes out of this distillation it is ready for—it is potable. 

Mr. Lantean. I see. Do you know whether or not Gibb’s & Hill’s 
firm has any connection with firms that handle water-distillation 
plants ? 

Mr. Lanewraver. Not that I know of. 

Mr. Lanican. That is all I have. 

Mr. Fascert. Any questions, Mr. Knox? Mr. Knox and I are 
both shaking our heads over this cost of $8.72 per thousand gallons. 

Mr. Lineweaver. I have cautioned you, Mr. Chairman, that water 
is expensive. 

Let me say this. now: Informally over the telephone yesterday 
afternoon I was told by a man whom I consider a very competent engi- 
neer, who told me that this $114 million could be shaved down in his 
opinion to something like $1 million, or $1,200,000, that this Gibbs & 
Hill survey was more or Jess of a windshield proposition, like mine 
was, and that there is no reason to assume why this installation couldn’t 
be made, including the power, for something like $114 million. 

From what he told me—he is a very competent consulting engineer 
who used to work for the Interior Department—and I am going to 
suggest, Mr. Chairman, that if your staff thinks it advisable, Mr. Ed 
Hurley, that you get hold of him. You recall who he was with. 
He is now an independent. I think he is a consultant for the Virgin 
Islands Corporation. 

Mr. Fascetyi. Do you have any questions? 

Mr. Knox. Yes. On this cost of $8.72 per thousand gallons, a 
family of five with the average consumption of 50 gallons a day, which 
they use as an estimated need per capita, that would cost over $2 a day 
for that family to have water. 

Mr. Lineweaver. It would be a pretty serious proposition. 

Mr. Knox. How would they ever expect to sell the water to the 
consuming public at that rate? 

Mr. Fascetx. I imagine that is the reason nobody has run down 
there and built a water plant. 

Mr. Lineweaver. That is right. I am just presenting the facts, 
Mr. Knox. 

Mr. Kwox. I understand that, Mr. Lineweaver. 

Mr. Fascett. Mr. Brownson ? 

Mr. Brownson. How does that compare with the cost of hauling 
the water at the present time? Did we ever have a per-gallon figure? 

Mr. Pertman. I think we had an approximate per-gallon figure of 
about $3-something a ton, is that correct ? . 

Mr. Lrneweaver. Yes; something like that. 

Mr. Knox. That was commercial source? 

Mr. Laniean. The commercial source was—— 
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Mr. Knox. $3.60, and the government-owned tug was 55 cents a 
ton. 

Mr. Laniean. That didn’t include the cost of hauling. 

Mr. Pertman. It did not. 

Mr. Knox. Why did they use that figure ? 

Mr. Pertman. Just what they actually bought it for. 

Mr. Knox. They got it for nothing. 

Mr. PertMAN. Suppose we get that for the record. 

Mr. Laniean. It is in the record. 

Mr. Kwox. We have it in the record. 

Mr. Laniean. My recollection was that Mr. Galiber testified that 
he didn’t know how much it cost to operate the tug per ton. 

Mr. Fasceitt. How does the ton relate to gallons? Somebody real 
quick with a sharp pencil. 

Mr. Lineweaver. I don’t have that. 

Mr. Brownson. A gallon of water weighs 744 pounds. 

Mr. Fascetit. Thank you. Any other questions? What is the 
name and date of that Gibbs & Hill report / 

Mr. Linewraver. The report is Potable Water Supply for Charlotte 
Amalie, St. Thomas, V. I., April 1956. 

Mr. Fasceti, And the name of the persons preparing it / 

Mr. Lineweaver. Gibbs & Hill, Inc., consulting engineers, New 
York and Los Angeles, in association with Sheppard T. Powell, con- 
sulting engineer, Baltimore, Md. 

Mr. Fascerz. Why don’t we include both of these by reference 
only? Without objection, the report identified will be included in 
the record by reference, as well as the report, Potable Water Prob- 
lem, St. Thomas, V. L., Memorandum of the Chairman to the Mem- 
bers of the Committee on Interior and Insular Affairs, United States 
Senate, dated January 15, 1957. 

(Both reports are in subcommittee files. ) 

Mr. Fasceti. Copies of both of these reports will be kept in the 
files of the committee. Are there any other questions now of Mr. 
Lineweaver ? 

If not, thank you, Mr. Lineweaver. We appreciate your coming 
over and discussing this problem with us. 

Mr. Fascett. Now one of our former colleagues, Mr. Fred Craw- 
ford, has a short statement he would like to make. If Mr. Crawford 
will step right up, we will be glad to hear from him. 


STATEMENT OF HON. FRED L. CRAWFORD, FORMER MEMBER, 
HOUSE INSULAR AFFAIRS COMMITTEE 


Mr. Crawrorp. Mr. Chairman, it is 20 minutes of 1. I know you 
want to get out of here. I thank you, accordingly. 

My name is Fred L. Crawford, private citizen, spent 18 years on the 
Insular Affairs Committee of the House, by preference and during 
that period specialized on off-shore areas. 

I have been very closely associated with Puerto Rico and the Virgin 
Islands’ problems for approximately 30 years. I think it is conceded 
by everyone that the shortage of potable water in the Virgin Islands 
is a tremendous bottleneck, that is No.1. No, 2—— 

Mr. Fasceti. Excuse me. You mean a bottleneck to the develop- 
ment of the islands? 
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Mr. Crawrorp. A bottleneck to the development of the islands; 
that is correct, and to make them self-sufficient. 

No. 2. To provide that water will cost, we will say, a substantial 
sum, considering the population in the area. 

No. 3. That at the moment the tax take in the islands is not sufli- 
cient to pay for the cost. 

No. 4. That down through the years the Congress wrestled with this 
problem of annual deficit contributions to the islands. I can under- 
stand it is very burdensome to you. 

- ‘ . - 

No. 5. Having wrestled with that for so many years, the Congress a 
few years ago made some very substantial changes, and I think very 
constructive changes in the organic act for the Virgin Islands, at 
which time we provided a tax-matching formula. 

During the past 10 years the status down there has changed tre- 
mendously, caused by airlines opening up travel and almost everyone 
who goes down there wants a piece of the land and looks forward, 
sooner or later, to having a home there, at least part of the year. 

The people were extremely poor in land ownership. They had little 
money with which to operate. I could give you cases of individual 
families that would sound like a romance, when they first started 
selling some of their land, not all of it, and got the first money in hand 
with which to buy a few things they wanted. 

The market value of land has skyrocketed tremendously because 
there is such a demand fer it. And I have had many arguments there 
with the Government officials with respect to the time having arrived 
to increase the tax burden on the land and get some revenue in the 
local treasury. 

Now I am very much interested in Mr. Lineweaver’s recommenda- 
tions, or suggestions, rather, as to how this might be financed. I think 
if the people of the Virgin Islands—and I say this as an investor in 
the Virgin Islands and as a landowner and taxpayer .and I don’t mind 
putting « on the record that, if a few things were ironed out, I would not 
personally hesitate the least bit in investing anywhere from a quarter 
of a millon to half a million dollars or more of my personal funds in 
the islands, but I don’t want to do it under present conditions, and I 
think the boys down there all understand that pretty well. 

Mr. Lineweaver’s suggestions as to how this could be financed, ap- 
pearing on top of page 6 of his report, stimulates me to mention this— 
I will probably be criticized for doing so—as I started to say, if the 
people of the Virgin Islands and the government officials of the Virgin 
Tslands, including the legislature, really wanted to put the silk hat on 
this tax-matching proposition, here to me is one of the most ideal 
things that will ever come before the people of the Virgin Islands and 
for them to use for that purpose. Because, if the Federal Government 
would make them a loan, bearing interest, to do this job, either build 
your open reservoir tanks or dug tanks or the distillation process, that 
the Federal Government make a loan, carrying interest, and then as 
you match their tax take from time to time, that part of that money 
under the approval of the Secretary of the Interior and the President 
be applied against the loan, you would have a practical and highly 
constructive method of financing this undertaking, whatever it is 
going to be. 

I don’t know why they do not suggest that, themselves. Do I make 
inyself clear on that ? 
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Now, coming down as to who might administer this: At the moment, 
I say I will go along with Mr. Lineweaver’s recommendations in letting 
it be handled by the Virgin Islands Corporation. But having in mind 
all the wrestling we have had with Virgin Islands Corporation in the 
past, and public opinion up here, the time has probably arrived where 
the Federal Government could, if it wanted to do so, liquidate the 
Virgin Islands Corporation at a, we will say, substantial profit, and 
perhaps to such an extent as to recapture the funds originally put in, 
plus most or all of the deficit contributions that have been made 
through the Virgin Islands Corporation since it began to operate. 

Now, I don’t think the Government would lose any money by de- 
ferring that for a while, because you have got 172 million people here, 
and a lot of them want to go down there now, and as the population 
increases, and assuming we maintain reasonable stability in our econ- 
omy, there will be liter rally tens of thousands of more that will want 
to go to Puerto Rico and the Virgin Islands, and I think those land 
values will increase anywhere from 200 to 600 percent during the 
next decade, assuming we have stabilized conditions up here. 

So, with the Corporation running to 1959, and thinking you may 
liquidate at that time, you will still have as good an opportunity 
to liquidate, if you want to. So if I was sitting on your commit- 
tee and this project was approved, I would say, “All right, let’s let 
the Virgin Islands Corporation have jurisdiction until the time 
comes when we will liquidate the Corporation, or until the local gov- 
ernment has paid sufficient meney into the cost, through the applic: ‘- 
tion of matching taxes, that they. will be in position to contribute if 
they take it over. I think I make myself clear on that point. 

There is your proposition of conceding that there is a need for 
this. 

Secondly, take these estimated costs or the actual costs—I would 
rather deal with actual costs, myself, because I don’t go very much 
for estimates. 

Third, who is to pay for it? The taxpayers up here or the people 
down there¢ There is no reason on earth why you should be taxed 
up here for any profitable operations in the Virgin Islands, and I 
don’t know anybody down there in business that is losing any money 
of any consequence. I think everybody that is putting capital in 
there expects to make a higher return on their capital as the days 
and years go by. 

Then you come down to the question: How much additional capital 
will be invited once you clear up water and maybe 2 or 3 other things 
Water, perhaps, is the most important. 

I think capital will go in there as fast as the community can pos- 
sibly absorb it, and meet the requirements of the population. I 
think the population will do the same thing. 

So, in a way, it is a good investment for those people down there 
and for those who are going to put additional money in the islands 
for development purposes. 

I still think the greatest opportunity there is in the tourist busi- 
ness, because of your utterly fantastically favorable weather condi- 
tions, the proximity o the United States, the form of government 
under which the people can live, and to me that is all a very, very 
attractive proposition. 
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All my lifetime I have had some experience from a cattle and 
irrigation standpoint with surface, what I call surface, tax. I have 
a 250-acre farm right here on the edge of this city that I operate 
myself and carry in beef cattle entirely. I have built several ponds 
out there. I was raised in the Southwest, where we depend so 
largely on impounded water, where you have your great difficulty 
with atmospheric conditions—hot weather, sunshine, and a little 
rain. And my observation in the Virgin Islands is—and there St. 
Thomas, perhaps, more than St. Croix—is that we have a lot of rain- 
fall there. There is lots of water comes down, but we have never 
conserved it. 

Now, I had a friend of mine go down there within the last 24 
months and he has invested approximately a million dollars, built 
a marvelous home, and put in a 45,000-gallon cistern. He told me 
the other day the cistern was dry. When I went down and looked 
at the home and saw the size of his cistern I was sure he was going 
to run out of water, because he should have had a 90,000-gallon size 
system for the type of home he operates. A little family with little 
ideas can get along with a little water quite comfortably. A little 
family with big ideas and lots of guests takes lots of water. So 
you get into problems like that. Tourists, of course, want water, 
lots of water. They want water just as far as they can use it; they 
want it several times a day. That is a problem we have to consider. 
[ haven’t had a chance to study the report which has been presented 
here and referred to by Mr. Lineweaver, but going back to my experi- 
ence in offshore areas and our national parks, if the water is made 
available, 200,000 gallons a day won’t be sufficient to meet the needs 
of the traveling public. 

Now, you may be able to hold the traveling public down to 200,000 
gallons additional per day, and thus establish your bottleneck. But 
if you put the water there you will have more people, and if it is 
there more than 200,000 gallons per day additional will be used by 
1964. 

So I am not criticizing Mr. Lineweaver’s report, because I think he 
took that idea mostly from these so-called experts. 

Now, suppose we go ahead with that proposed new housing de- 
velopment down there. Well, great impacts like that that come in 
and call for lots more water is something you have to think about. 
When these engineers made that suggestion of 200,000 gallons ad- 
ditional per day, did they have that in mind? As the people come 
in, you build more schools. 

Mr. Fascetu. Tell me something: How is a fellow going to build 
a house that doesn’t incorporate a water supply ? 

Mr. Crawrorp. He builds it with his cistern. That is the way 
we have done it in all the dry areas of the world. I was raised on 
cistern water, and we always had drinking water. It couldn’t make 
any difference how long the drought ran, we had drinking water be- 
cause we had the cistern capacity for the family needs. At least I 
assume this is under construction. I told the fellow to go ahead with 
it, building a house way up on the top of the mountain where I have 
no idea of getting either ocean or city water. I told him to outline 
a 150,000-gallon cistern. That is how you do it. It costs you 
money. but it won’t cost like this other stuff that Congressman Knox 
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is talking about. It will eat you up. Ten cents a day, $3 a month, 
for water; that is economic suicide for the family. Three dollars per 
month I said, $36 a year, that is a tough water bill, especially for 
those folks down there. 

You have a marvelous people down there, and I have great faith in 
their ability. Some of them are smooth, they are smart, they are 
clever, scheming, country horse traders, as I tell them to their face. 
But there is nothing wrong with that; that is all right. Just be pre- 
pared for it when you go up against them and understand them. 

As to other big projects, people talk to me about investing money 
there in small factories, where they will employ anywhere from 10 to 
25, up to 50 people. You put one of those in, and look at your water 
needs. 

I have had many talks with the airlines people, with respect to 
additional airlines who want to go in there, and I think they are 
going to goin there. I don’t think there is any question about that. 

They tell me about the tonnage of human beings they expect to 
take in there. If the accommodations are ever built, I have got a half 
dozen people who want to go in there and build accommodations, but 
I say to them “No water yet; don’t go too fast on this. Just mark 
your time.” 

And in a thing of this kind, if we don’t want to be disappointed like 
we were on that dam over in St. Croix, you have got to think about 
these things in advance and know that this stuff is coming up. 

The FHA, for instance, has gone in there and is proposing now to 
finance homes. That has been more or less of a bottleneck. Well, « 
fellow sells a piece of land. He has been accustomed to living in a 
little hut, we will call it: he sells his piece of land, gets $25,000 or 
$30,000 cash on hand, he builds a $15,000 home down there, and he im- 
mediately uses 10 times as much water as he did in his little hut. 

Now, FHA is going to finance homes, apparently. And you may 
have as many homes built there in the next 5 years as you have had 
built—by number now—as you have had built in the last 20 years. 
So that comes again to this question of water supply. It is a place 
where thousands of people want to go. This question of taxation, 
inheritance tax, my guess is that at the present time you are exempt 
from inheritance tax down there. And once that becomes known, 
and established, and conceded by the Treasury Department, and 
accepted by the Congress, I can think of $50 million of capital that 
I know of that will go down there and establish residence. 

Now, why is that? It is because of the attractiveness of the Virgin 
Islands and the smallness of the thing. Puerto Rico is in the same 
position. 

In the last 8 or 9 years we have put around 450 new industries in 
Puerto Rico. We hope to put another 1,500 in there. And apparentliy 
they are going to go in just as fast as the country can absorb them. 
Closing plants up there and going down there? No. Going down 
there and setting up new operations. Why shouldn’t they do it? You 
have got the labor there, you have got the climate, vou have got the 
pleasant living conditions, you have got access to the continental 
market through the Pacific coast, gulf coast, and the east-coast water- 
ways—an ideal thing. But the Virgin Islands should be retained as a 
tourist center, because it hasn’t got the labor as Puerto Rico has. Now 
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that ¢omes back to one more thought on the Virgin Islands Corpo- 
ration. 

As the Department of the Interior knows better than any other arm 
of Government, we ran the Virgin Islands Corpor ation for years 
substantially as a charitable proposition. The boys were continually 
telling me ¢ about how they were going to make money next year, next 
year, next year. I said, “Well you are just clear off your beam. You 
can’t make money with the Virgin Islands Cor ‘poration under its 
concept. It isn’t im the cards.” “But we are going to make money 
on the sugar mill.” “No; you are not going to make money on the 
sugar mill, you don’t have the tonnage. If you had it, you wouldn’t 
get it up to the mill fast enough to. grind it. You have too many 
holidays, you have too many other things.” 

Of course, they never made any money there. The Virgin Islands 
C orporation wasn’t conceived for the purpose of making money. It 
was conceived for the purpose of giving work to the ‘people. We 
usually have hundreds of them there out of employment. All that is 
changing. You are getting into these new concepts and new economic 
factors that we have to deal with. 

Mr. Chairman, that is about all I have to say unless you want to 
ask questions. 

Mr. Fasceti. Mr. Knox, do you have any questions? 

Mr. Knox. I fully understand that Mr. Crawford is a student of 
operations of the Virgin Islands. There is no question about it. How- 
ever, I am not too familiar with the organic act as far as studying 
it and having an actual concept of the organic act as passed by 
Congress. 

Does it, to your knowledge, in any way prohibit the Virgin Islands 
from bonding themselves in order to help lift themselves by their own 
bootstraps ? 

Mr. Crawrorp. No; they have the authority there to do almost any- 
thing they want to de that is reasonable. 

Mr. Knox. Mr. Crawford, does the V irgin Islands have any bonded 
indebtedness ? 

Mr. Crawrorp. Very little. This is an ideal revenue proposition, 
but if they bonded this and put out revenue bonds and paid for it, 
somebody would have to assume the responsibility of collecting those 
water bills, and not let people build up enormous obligations in the 
form of water debts and never pay them. 

Mr. Fascett. You mean on revenue certificates ? 

Mr. Crawrorp. No; I mean where—suppose he uses water and you 
use water and I use water and you 2 fellows pay your bills and I don’t 
pay mine, build up a debt of maybe $50,000, $100,000 on the Govern- 
ment for water. 

Mr. Knox. Of course, I think the Virgin Islands have experienced 
some of those problems and it was necessary for them to cut the wate1 
off from certain operations in order to get them to pay their bills. I 
guess the bills were rather excessive, according to testimony that was 
given down on the islands. However, I do think there is a great 
possibility for an exploration, at least, of the Virgin Islands govern- 
ment to study this question—they have their own legislative body: 
they should go into this matter and determine as to whether or not the 
Virgin Islands can raise sufficient tax that would justify them to bond 
themselves in order to bring about a solution to the water problem. 
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Mr. Crawrorp. Especially with your matching proposition we put 
in that organic act. 

Mr. Knox. That is right. 

Mr. Crawrorp. Where we make the contribution. 

Mr. Knox. Today the Federal Government is actually paying 80 
percent of the entire cost of the operation of the Virgin Islands. The 
other 20 percent comes from the Virgin Islands tax formula which 
they use. 

Now you cannot continue to give tax concessions for a 10-year period 
and expect that you are going to have any tax revenues. 

Mr. Crawrorp. That is right. 

Mr. Knox. That is what is happening on the Virgin Islands today. 

Mr. Crawrorp. In that organic act you have that marvelous priv- 
ilege of importing into the Virgin Islands goods free of duty, tying 
them in with other production of local stuff, | and shipping all of it up 
here free of duty. You have these wonderful privi eges for people 
locating in the Virgin Islands. And if I go down there and put 
money ‘into oper ations of that kind, w hy should this fellow who lives 
up here in Washington contribute to the Federal Treasury to further 
subsidize me / 

Mr. Knox. [ agree with you. 

Mr. Fascett. Well, of course, there wouldn’t be any reason if your 
statement would apply to all the population in the Virgin Islands, 
and I am not sure that it does, 

Mr. Crawrorp. No. 

Mr. Fasceti. There are still plenty of people who don’t have your 
kind of money down there. 

Mr. Crawrorp. It isn’t a question of my kind of money. Suppose | 
get $100 from this gentleman and this other gentleman and put it into 
a corporation ; he is not a big operator. 

Mr, Fascei.. Yes; but they are taxable. 

Mr. Crawrorp. The point is, why should the man in Prince Georges 
County, Md., be taxed to subsidize your operations down in the won- 
derful climate of the Virgin Islands, if he is making money——— 

Mr. Fasceix. I can’t argue with you on that. 

Mr. Crawrorp. No; you can’t. 

Mr. Fascetxi. Unless you are trying to induce that man to go down 
to the Virgin Islands and to set up business that will assist the 
economy. 

Mr. Crawrorp. That is where he makes permanent investments, as 
you did here with our tax policy. You take the program in Puerto 
Rico, I think was one of the most constructive imaginable, for Puerto 
Rico. But you are not going to pull industries into the Virgin Islands 
because you have got to ship your labor down there. 

Mr. Fascetu. T ourism is an industry. 

Mr. Crawrorp. Tourism is an industry, but it comes and pays its 
own expenses down there. 

Mr. Fascetu. Provided you have water. 

Mr. Crawrorp. Exactly. 

Mr. Fascetz. Which somebody has to furnish. 

Mr. Crawrorp. You have to furnish the initial funds. When I 
say “you,” I mean the Federal Government has got to furnish it or 
else issue revenue bgnds on a basis that will cause the man up here 
to buy the bond to prévide the money. 
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Mr. Fasceni. Mr. Lanigan has some questions, Mr. Crawford. 

Mr. Crawrorp. Surely. 

Mr. Laniean. From your observation in the many years that you 
have been there and visited there, would you consider that the salt- 
water distillation was the only feasible project or do you think dams, 
such as a dam at Turpentine Run, or the Hartman 

Mr. Crawrorp. if I had the "soil analysis of the ground there, I 
could answer that without any equivocation whatever. Take over in 
St. Croix, I know that that soil over there will hold water. I know 
you can build lots of those dams with bulldozers, that would give tre- 
mendous service, both for irrigation and livestock, and for human use, 
so far as that is concerned. 

Certain spots on St. Thomas are very practical. Now, this par- 
ticular spot I don’t know. But if I had the soil analysis, and with the 
assistance of some technical information, I could answer that. But I 
wouldn’t throw that away, I wouldn’t throw the idea away of = 
pounding water. My idea as I have often said on the committee w 
this: If we save every drop of water that falls on the Continental 
Divide, impound it and conserve it as best we can with our technical 
knowledge, the Pacific coast and the irrigated areas out there, recla- 
mation areas are going to need it all. There is no such thing as an 
excess of water in the Western States. If we save all of it in the 
Virgin Islands we are going to need it. If you are going to build 
these dug tanks, if the soil is all right you can build them for a reason- 
able figure. If the soil isn’t all right, I don’t know how you are 
going to keep the water there, it will run away from you. 

Mr. Lanican. On the price that was given to us of $8.72 per thou- 
sand gallons for a salt-water distillation plant, do you think that the 
government could pay for such a plant out of the revenue? 

Mr. Crawrorp. That government down there? 

Mr. Lanican. Yes. 

Mr. Crawrorp. No, sir. 

Mr. Lanican. Out of the revenues from the plant? 

Mr. Crawrorp. No, sir. 

Mr. LantGan. I just want to call your attention to the organic act, 
section 8-B says the legislature of the government of the Vi irgin Is- 
lands may cause to be issued on behalf of said government bonds or 
other dliautinin for a specific public improvement. or specific public 
undertaking authorized by an act of the legislature which bonds or 
obligations shall be payable solely from the revenues directly derived 
from and attributable to such specific public improvement or public 
undertaking. 

I was just wondering whether a salt-water distillation plant or 
possibly any large water improvement could be built on the basis of 
bonds issued where you have to pay for the bonds out of your 
revenues. 

Mr. Crawrorp. Not at $8 a thousand gallons. Now, if I under- 
stood Mr. Lineweaver’s report correctly, and I am very sympathetic 
to that part of his recommendation, it is that if the Department of 
the Interior, with the approval and consent and appropriation “rom 
Congress is to continue this saline project, why not do some of the 
exp erimenting down there on this project? I think that is the mean- 
ing of your report, Mr. Lineweaver. 
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Now, what is wrong with that? If you are going to spend the 
money and do the experimental work anyway, put it down there and 
(lo your experimental work and be produci ing some water for the peo- 
ple at the same time. We do that in pri rate industry, we set up our 
pilot plants and move on and on and on and do other things, but 
we try to make the thing pay every step of the way. I think Puerto 
Rico has got some pretty good examples of that also, because the gov- 
ernment down there has pioneered in so many of these things. 

Now, going back to this big impounding of w: ater—what was it! 
126 millon gallons 

Mr. Lanican. I believe it was 120 million gallons. 

Mr. Crawrorp. If you have fair soil conditions there for holding 
the water, I can’t understand why that cost would be excessive. But 
somebody has to answer that question of the soil conditions first. If 
the soil conditions are not there, you come down then to building 
concrete retainers, catchment basins we will call them. Let your sur- 
face run off, off the watershed into the concrete basin. Your idea of 
taking it from roads, I think, is a very constructive thing, anything 
that picks up the water quickly and throws it in here, we have ways 
of purifying it so it can be used for some purpose, at least. 

But if these things equalize out to a point where this could be 
sold—that is the product sold at a price the traffic would bear, and 
meet your revenue payments on your bonds, then this would be an 
ideal situation, But your local government down there is in no 
position to subsidize water that costs you $8.70 per thousand gallons. 
That would eat it up. they can’t do it. 

Mr. Fascetit. Why has no private outfit considered the possibility 
of going into the business of selling water? 

Mr. Crawrorp. One reason was—you go down there and visit the 
people and you don’t get the idea that they can buy much water, 
so you hesitate to put the investment in the plant. I think this may 
have something to do with it—— 

Mr. Fasceit,. Of course, that would be overcome by an actual sur- 
vey of the economics, wouldn’t it ? 

Mr. Crawrorp. That is correct; yes, it could be. 

Mr. Fasceti. You just don’t set up a business plant by going 
around looking at the country, in other words? d 

Mr. Crawrorp. Now, there is a little and I am going to 
make a point on what you are talking abort here—I studied these 
people closely. For several years I told them, “You should have a 
second bank in the island.” They only had one from 1934 to 1954. 
“Oh, the island can’t afford it.” I said, “Well, I think I know more 
about that than some of you fellows do.” So I kept arguing with 
them, arguing with them. As soon as I got out of Congress, I went 
down there and gave them my last warning and said, “If you are 
not going to do it, I am going to do it.” 

So they took me seriously. I went down there in September of 
1953, having bought my equipment, books and records and every- 
thing, adding machines and bookkeeping machines, with a commit- 
ment from the FDIC that if I met their requirements they would 
give me a certificate of insurance, and I put on my boots and overalls 
and started rebuilding this old building. Over 600 of these little 
people—I refer to them as little financially—over 600 of them came 
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in there and said, “I want to buy some stock in this bank.” Now 
there is over 1,000 of them interested in that capital structure. They 
will bring money out from the most surprising place you can 
imagine. 

[ think some of them have got currency on hand that they have 
saved for 25 to 40 years, still got the old original bills. 

Now, that is one reason I believe i in inv esting money in the Virgin 
Islands, because I think I know the people. But suppose you go 
down there and don’t know things like that, you look it over and 
walk away and say, “I don’t want to put any money in this place.” 
That is the best answer I can give to your question. 

Mr. Fascety. Any other questions 4 

The only thing that really disturbed me is the fact that you say 
you would be willing to put in a half million dollars or more except 
for the political situation that exists at the present time. 

Mr. Crawrorp. No; I said water and some other things. 

Mr. Fasceiit. Excuse - I thought you were referring t to politic s. 

Mr. Crawrorp. No; I don’t expect to change that, because they 
are scientific politics. [ Laughter. | 

Mr. Fascetit. We want to thank you very much, Mr. Crawford, 
for coming up and giving us the benefit of your experience and 
suggestions. 

Mr. Crawrorp. We ought to help them get water and do it on a 
business basis. Not just hand them something. Do it on a business 
basis. Thank you very much. 

Mr. Fasceti. Thank you, Mr. Crawford. 

‘Tomorrow we will hear from Mr. Hatfield Chilson, Assistant Sec- 
retary of the Interior, Mr. Anthony Lausi, Director of the Division 
of Territories, Department of the Interior, at 2 o’clock here. There- 
fore, the committee is adjourned until 2 o'clock tomorrow. 

(Whereupon, at 1:18 p. m., the subcommittee adjourned, to recon- 
vene at 2 p. m., Wednesday, March 20, 1957. 
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WEDNESDAY, MARCH 20, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEF ON Pupitic Works AND RESOURCES, 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D.C. 

The subcommittee met, pursuant to call, at 2 p. m., in room 1501-B, 
House Office Building, Hon. Dante B. Fascell presiding. 

Present: Representatives Fascell, Moss, Knox, and Brownsun. 

Also present: Arthur Perlman, s staff director, and James Lanigan, 
subcommittee counsel. 

Mr. Fascety. The subcommittee will come to order. We will 
resume our hearings this afternoon on the Virgin Islands. At the 
completion of yesterday’ s hearings, we had heard from Mr. Goodrich 
W. Lineweaver, who is the committee assistant for the Senate Com- 
mittee on Interior and Insular Affairs. At that time he was testifying 
with respect to certain suggestions that he had made on a report which 
was incorporated in the record by reference. Part of the testimony 
dealt with cost figures on per thousand gallons of potable water under 
the report of Gibbs & Hill. 

Mr. Lineweaver has directed a letter to the chairman of the sub- 
committee, dated March 19, in which he clarifies his testimony and 
has asked that it be included in the record. Without objection, it will 
be included in the record at this point. 

(The letter referred to follows:) 


UNITED States SENATE, 
COMMITTEE ON INTERIOR AND INSULAR AFFAIRS, 
March 19, 1957. 
Hon. EArt CHUDOFF. 
Chairman, Public Works Subcommittee, 
Government Operations Committee, House of Representatives. 


Dear Mr. Cuuporr: In connection with my statement regarding the cost of 
distilled potable water for St. Thomas, V. I.. in my appearance before your com- 
mittee today, March 19, I request the privilege of elaborating on my testimony 
to show the following: 

First, the figure of $8.72 per thousand gallons of potable water under scheme B 
referred to a limited operation of 90 days annually. On the basis of 360 days of 
operation annually, the cost per thousand gallons of potable water would be $4.28. 

Attention is also called to the fact that the average daily consumption of 
potable water (exclusive of salt water used for flushing and nonpotable pur- 
poses) is 20 gallons per day per person on St. Thomas. On the basis of a 360- 
day operation, the annual cost of water per person would be approximately $31. 
For a family of 3, the average annual cost on this basis would be less than $100. 

Admittedly this is high-cost water in any man’s book, but I desired to have 
this letter incorporated in the record in elaboration of my testimony and to 
present the facts. A tabulation showing (1) the cost under the four schemes 
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of sea-water distillation; (2) catchments, reservoirs, and filters; and (3) barge 
importation are set forth on page I-29 of the Gibbs & Hill-Powell report of 
April 1956. 

If, as was indicated, it is possible to revise downward the capital investment 
in the sea-water distillation installation by one-fourth, as has been estimated, the 
cost per thousand gallons would be reduced proportionately. 

For ready reference, I am presenting the following tabulation from page I-29 
of the consulting engineers’ report which gives the comparative figures of the 
four schemes of sea-water distillation with the costs attributable to catchments, 
reservoirs, and filters, and to barge importation: 


Cost comparison of feasible methods for providing an additional 200,000 gallons 
per day potable water supply 


Cost per 1,000 gallons 


Method Capital cost 
360 days of | 90 days of 
operation | operation 
| | 
Sea-water distillation: | | | 
Scheme A.... ; , | $2, 473, 000 $5. 17 $10. 70 
Scheme B_... 1, 550, 000 | 4. 28 | 8.72 
Scheme C____- : t > a wer | 1, 547, 000 | 4. 30 | 8.72 
Scheme D. . neta ar 1, 944, 000 | 4. 25 8.70 
Catchments, reservoirs, and filters _- oer 9, 500, 000 6.78 | 27. 50 
Barge importation nebeel 18.00 


i Minimum. 


Scheme B is that recommended by the consulting engineers and excludes the 
powerplant. Scheme D includes the powerplant, which I recommended in my 
report, subject to the conditions I explained. It will be noted that the installa- 
tion of the powerplant has very little effect on the cost of water under either 
a 360-day or a 90-day operation. Also, I reiterate that the estimates of capital 
costs are top figures and are subject to revision downward as I indicated in my 
statement to the subcommittee today, so far as schemes B and D are concerned. 

I am not sufficiently familiar with cost estimates related to “catchments, 
reservoirs, and filters” to indicate anything of value to the committee with re- 
spect to the $9,500,000 figure on these possible facilities. 

A more complete breakdown of the cost of seawater distillation under the 
various schemes is shown in table II-2 on page II-19 of the Gibbs & Hill-Powell 
report. 

I am sending a copy of this letter to Mr. Knox, in view of his comments while 
I was before your subcommittee. 

I appreciated the opportunity of appearing before you, and the courtesies 
shown by Messrs. Perlman and Lanigan. 

Sincerely, 
GoopricH W. LINEWEAVER, 
Committee Assistant, Senate Committee on Interior and Insular Affairs. 


Mr. Lantcan. Yesterday, the number of gallons in a ton of water 
ras requested. I checked with the Library of Congress and they in- 
formed me there are 240.2 gallons per 2,000 pound ton. 

Mr. Fascriz. Today we are privileged to hear from the Under 
Secretary of the Interior, Mr. Hatfield Chilson, if Mr. Chilson will 
come up. 

I announced yesterday that the Assistant Secretary would be up 
here. and I am very happy to hear that he has been promoted and 
confirmed as Under Secretary. We certainly wish you every success. 
I know that you have many problems, and we earnestly hope that 
one of the problems we are concerned with you will straighten out. 
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STATEMENT OF HATFIELD CHILSON, UNDER SECRETARY, 
DEPARTMENT OF THE INTERIOR 


Mr. Curtson. Mr. Chairman, and gentlemen, this regards the water 
storage problems on St. Thomas, V. I. 

The Virgin Islands, and particularly the island of St. Thomas, are 
an area of perennially deficient water supply, despite an average 
annual rainfall of more than 40 inches. There are three basic reasons 
for this shortage. 

(1) A rapid 1 rate of evaporation due to the high average tempera- 
ture and constantly moving trade winds which combine to produce a 
semiarid rather than humid climate. 

(2) The torrential nature of the rains and the steepness of the ter- 
rain produce a rapid runoff of that part of the rainfall which escapes 
evaporation. Only about 5 percent of the land on St. Thomas is flat 
ground. 

(3) An increase in the demand for water, due principally to an 
acceleration in tourist trade activities in recent years, combined with 
unusually long spells of dry weather during the same period, have 
intensified the water-shor tage problem. 

The serious nature of the water- supply problem is indicated by the 
fact that St. Thomas is forced to use sea water for flushing and fire- 
fighting purposes. Also, local building ordinances require that home- 
construction plans and specifications provide for private cisterns to 
enable residents to catch and store rainfall for their own use. 

The rainy season is usually from May through November, with a 
peak in September to November. The rainfall is so unevenly dis- 
tributed throughout the year that serious deficiencies occur over ex- 
tended periods. As much as 60 percent of a 12-month rainfall has 
fallen in 3 consecutive months, according to Gibbs & Hill report, 
pages 1 through 11, from study of United States Weather Bureau, 
harbor office, St. Thomas, annual rainfall figures. 

Potable water on St. Thomas is obtained from two sources, the pri- 
mary supply coming from hillside catchment areas. The supplemen- 
tary source is transportation of water from Puerto Rico during dry- 

sather periods when the supply in storage becomes danger ously low. 
There is a total public catchment area of 47 acres capable of providing 
40 million gallons of dependable water supply annually, based on 
annual average rainfall figures. See Gibbs & Hill report, page I-17, 
and exhibit A-2 of the appendix. 

There is a potential total water-storage capacity, exclusive of pri- 
vate cisterns, of about 22 million gallons, as stated in the Gibbs & Hill 
report. See page I-12, and exhibit A-2 of the appendix. 

Of this, however, there is available a completely reliable storage 
capacity for potable water of only some 9,400,000 gallons. See letter 
to Mr. Lausi from Governor Gordon, February 8, 1957. 

Of the difference, it had been thought that 5 million gallons could 
be stored in a natural aquifer bene: ath the runway at the airport. 
Since the Gibbs & Hill study was made, however, attempts to force 
water into this aquifer have met with unsatisfactory results. It is 
believed that clay siltage has found its way into the aquifer and ren- 
dered it unusable, thus reducing the public storage capacity by 5 mil- 
lion gallons, in the opinion of Mr. Lester Marx, Public Works Divi- 
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sion, Office of Territories, based on aquifer report in letter to Mr. 
Lausi from Governor Gordon, February 8, 1957. 

The remainder of the difference between the actual public storage 
capacity of 9,400,000 gallons and the Gibbs & Hill figure of 22 million 
gallons is accounted for by reason of the fact that the latter amount 
includes cisterns used to ‘supply public faucets by gravity flow, or 
represents small independent water systems. Water thus supplied is 
not included in the average daily consumption figures. 

Various studies and explorations which have been conducted over the 
years have indicated that there does not exist on St. Thomas a depend- 
able underground water supply of any significance. 

The use of potable water has always been on a limited basis on St. 
Thomas but the per-capita consumption has increased rapidly in 
recent years and can be expected to continue to increase. The recent 
report of the Gibbs & Hill engineering firm to the Virgin Islands gov- 
ernment placed this increase from an estimated 3 gallons per capita 
per day in 1940 to about 16 gallons in 1955: Based on an estimated 
population of 13,000 on St. Thomas, this means that the annual water 
consumption is about 75 million gallons. This, of course, includes 
water consumed from sources other than the public potable water 
storage. 

In recent years the St. Thomas water supply has been augmented 
through the operation of water barges by the United States Navy. 
From 8 million to 12 million gallons of water per year have been 

transported from Puerto Rico to St. Thomas. 

In the latter part of 1955, The Navy informed the Governor that 
it could not continue to provide this service indefinitely because it con- 
flicted with regular Navy activities. Emergency help would be given, 
it was stated, subject to the availability of facilities, but no guaranties 
of such assistance at any given time could be offered. 

The Virgin Islands government then purchased a seagoing tugboat 
and a water barge with a capacity of 250,000 gallons. They brought 
in five loads of water in August and September last year from Puerto 
Rico, barging a total of 1,225,000 gallons. 

The tug-barge operation was resumed in mid-December of 1956 and 
has continued since then virutally on a round-the-clock basis. Never- 
theless, it was again necessary in January and February for the Virgin 
Islands government to call upon the Navy in Puerto Rico for help. 
This was provided to the extent of about 214 million gallons. The 
Virgin Islands government tells us this service was necessitated by 
heavier than normal tourist trade and lighter than normal rainfall 
since November. 

Navy assistance, the tug-barge operation, and a few light rainfalls, 
plus 1957 water purchases from commercial sources in Puerto Rico, 
have improved the water supply situation considerably since the emer- 
gency started in January. 

The cost of Navy assistance and commercial water transportation 
from Puerto Rico in the present emergency has been considerable. It 
therefore became necessary for the Governor to call the legislature 


into special session recently to obtain supplemental appropriations. 


The legislature approved the expenditure of an additional $75,000 
which is expected to finance operation of the Virgin Islands tug and 
barge and water obtained from other sources until the middle of May. 


1 
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In the meanwhile, the legislature will meet again in regular session 
in April to vote additional funds if required, although by May there 
should be a beginning of substantial rainfall, if the statistics 0 previ- 
ous years can be given any reliance. 

In its spec ial § session, the legislature also increased the statutory 
retail water rates in St. Thomas—from a sliding scale ranging from 
55 cents to 20 cents a ton—to a flat 50 cents a ton. The measure was 
taken to partially offset the very heavy cost of barging water to St. 
Thomas from Puerto Rico. 

An adequate supply of water is perhaps the most important factor 
in the future development of the Virgin Islands, and particularly that 
of St. Thomas, which is the principal tourist trade island. It is 
generally agreed that the economic future of the Virgin Islands is 
largely dependent upon an increase in tourism, which in turn necessi- 
tates a substantial increase in the dependable potable water supply. 

The aforementioned Gibbs & Hill report illustrates this need. It 
predicts that the demand will grow so rapidly that an additional 
200,000 gallons of water per day will be required on a year-round 
basis by 1964. The present average daily consumption—not de- 
mand—is estimated at 200,000 gallons per day, but during the tour- 
ist season this increases to about 2 250,000 gallons per day. 

At this point, I wish to quote direc ‘tly from the section of the Gibbs 


& Hill report which is devoted to conclusions and recommendations, 
as follows: 


Forecasts are predicated on a duowater supply system for Charlotte Amalie 
(St. Thomas). Continued use of sea water for fire fighting and flushing is 
recommended with a fresh-water supply used for the potable water require- 
ments. 

Additions to the present potable-water supply are required to meet the rapidly 
increasing demands. Installation of facilities to supply an additional 200,000 
gallons per day is recommended. Such an installation would meet the demand 
on the system at least until 1964. Initially, however, these facilities would be 
expected to operate only during limited rainfall periods of from 3 to 9 months. 

The most positive, rapid, and economical way to develop this supply is by in- 
stallation of Navy surplus sea water conversion equipment. The immediate 
availability of the Navy equipment at a very attractive price is the principal 
influence in this conclusion. All other means are either unreliable, unworkable, 
too costly or would require a considerable length of time to study, design and 
put into operation. 


A plant installed to produce the required 200,000 gallons per day from sea 
water should be flexible so that the capacity may easily be increased as the 
demand for water increases. 

The surplus Navy facilities to which the Gibbs & Hill report refers 
comprise 15 40,000-gallons-per-day sea-water distillation units of a 
conventional type used on shipboard. They are available to the Vir- 
gin Islands government at nominal cost, or perhaps without any re- 
imbursement. Our thought is that 5 or 6 of them would be acquired 
for initial use to meet the predicted need for an additional 200,000 
gallons per day by 1964, plus probably 2 more for standby use dur- 
ing periods when the basic elements are shut down for cleaning. As 
the report recommends, the plant would be designed in such a manner 
as to be readily expandable through the installation of additional 
Navy stills. 

The report estimates the construction cost of such a plant at 
$1,550,000. The estimated cost of producing potable water with such 
an installation in a 360- cay operation is $4.28 per thousand gallons; 
in a 90-day operation, $8.72 per thousand gallons. 
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At least two major determinations, however, must be reached before 
this plan can be implemented. First is the question of financing ‘a 
Secondly, it must be a what agency will contruct, opers 
and maintain such a plant, or, more specific ally, should it be the gov- 
ernment of the Virgin Islands or the Virgin Islands Corporation. 
One the possibilities of the latter agency entering the picture is 
brought about by a further recommendation of the Gibbs & Hill re- 
port that consideration should be given to the generation of electric al 
power in conjunction with the water distillation process. In the 
Virgin Islands, the water supply is a responsibility of the Virgin 
Islands government, but the generation and distribution of power is 
a responsibility of the Corporation. 

Although, as the report points out, the generation of power will not 
materially affect the unit cost of producing water , power can be pro 
duced cheaply as a byproduct from the steam used in distilling the 
water. The capital cost of such a combined water and powerplant is 
estimated by Gibbs & Hill to be $1,944,000. This installation ane 
produce 1,600 kilowatts of electrical energy in conjunction with 
water production of 200,000 gallons per day. Ifa spare distilling anit 
should be added to the line, water production would increase to 
240,000 gallons per day and power production to 1.920 kilowatts. Of 
course, power would be produced only while the distilling equipme nt 
is In operation. 

We know that power requirements are going to constantly increase 
just as are water requirements. We therefore are looki ing favorably 
at this proposal, but I want to emphasize that water comes first and 
it is our present thinking to proceed to a solution of the water prob- 
lem and consider adding the power units later. 

I might interpose there and say that that is engineeringly feasible. 
Nevertheless, because of the division of responsibilit v for water 
and power production, it is important that possible power production 
be kept in mind in determining which agency shall foster and operate 

the distillation facilities. 

At the special session last month, the legislature also appropriated 
$15,000 to be used for a study to explore the possibility of obtaining 
water from wells in the area of Turpentine Run and elsewhere. 

As I stated earlier, previous studies as well as the Gibbs & Hill 
report have indicated there is little likelihood that water in substantial 
quantities could be obtained from such sources. Nevertheless, to leave 
no stones unturned, the Geological Survey plans to undertake a searc] 
for wellsites where there would be the best signs of water production 
in some quantity. They will also look into the possibility of water 
storage in areas where earth dams might be ‘onstructed. 

As soon as a decision is reached concerning the utilization of dis- 
tillation equipment, wells or dams, or possibly all three, we will pro- 
ceed to a solution of the financing problem and then as quickly as 
possible install all necessary fac ilities. 

Mr. Fascerx. Mr. Knox, have you any questions ? 

Mr. Kwox. Yes, I have, Mr. ‘Chairman. In your conclusions of 
your report you indicate that it is feasible and within reason to 
purchase from the Navy the surplus equipment for distilling sea water, 
is that correct ? 

Mr. Cutison. That is correct. 
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Mr. Knox. May I ask, where you have received knowledge that the 
people of the Virgin Islands would be able to pay the rates set forth 
in your statement for the use of water? 

Mr. Cumson. Do you mean the 50 cents per ton ? 

Mr. Knox. No, I have reference to the $4.28 per thousand gallons 
or if the install ation is operated on a shorter period such as 90 days, 
it would reach $8.72 per thousand gallons. 

toughly, if the estimates are right that we have received that the 
average is about 50 gallons per day per capita and if it is 50 gallons 
of water per day per capita with the average family of 5, it would 
cost over $2 a day for water alone. Is that not true? 

Mr. Crimson. I can’t check your arithmetic but that sounds ap- 
proximately right, Mr. Congressman, 

Mr. Knox. Are you of the opinion that the citizens of the island 
can afford to pay $2 a day for a family of 5 for water alone? 

Mr. Cumson. First let me ask Mr. Lausi, has there been any eco- 
nomic study made on the actual cost to the mdividual consumer? 

Mr. Lavst. You said 50 gallons per capita. 

Mr. Knox. That is right. 

Mr. Laust. The figure we have is 16 gallons. 

Mr. Knox. We had 50 gallons per capita given us yesterday through 
testimony by the Soil Conservation people. That was about the aver- 
age. And I believe that is true when you get into public buildings 
such as hotels and motels and especially if a home is equipped with 
all the modern devices such as bath, and so on. They pent probably 
run up to 50 gallons a day. Don’t you think so? 

Mr. Lavst. I didn’t think it was that high in the Virgin Islands, 
Mr. Knox. I don’t think the average in this country is 50 gallons a 
day. 

Mr. Cuitson. May I say this: I have some familiarity with the 
trend in the us of water in the West. I think if it hasn’t yet ap- 
sroached that figure that it is well within the realm of possibility of 
it approaching that figure if water is available. 

Now, may I generally give you my own ideas about this thing: 
Water is worth about what you have to pay for it for domestic 
use 

Mr. Brownson. Mr. Chairman, what does that statement mean? 
“Water is worth about what you have to pay for it for domestic 
use” ? 

Mr. Cutison. May I attempt to explain what I mean? 

In the western part of the United States the cost of water for 
domestic purposes is often at a price where in the East it would be 
prone ee terrifically high. In other words you have to have the 
water so you have to pay whatever is necessary to get it. 

Mr. Brownson. Or, they get their Congressman to tax the fellows 
back East to finance a dam to be built out W est, so they can bring the 
water to the desert that way. 

Mr. Cutson. Trying to ask your question more specifically, Mr. 
Knox—may I inquire of Mr. Lausi, if any particular study has been 
made as to the cost of rates to individuals in hotels under this proposal. 

Mr. Laust. No study has been made. I can say this: It is now cost- 
ing us over $2 a ton to bring the water into the Virgin Islands. 

Mr. Knox. Of course, my interest mainly is that the Government 
does not proceed with recommendations and also subsidizing the Vir- 
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gin Islands further than they are today, in setting up a system of 
receiving sufficient water that is going to be prohibitiv e. If we are 
going to ) spend $1.5 million for the installation of this plant and then 
find the cost of water will be prohibitive, that is the main question 
that bothers me at this time. 

Mr. Brownson. Mr. Chairman, do they know where this is used ? 
How much will be used by individuals, spread over the 25,000 people, 
for instance, and how much will be used by the hotel which would be, 
I take it, a semi-industrial type of use? 

Mr. Lavust. Mr. Brownson, at the present time we are speaking of 
a potable water system which includes 282 meters. That is the num- 
ber of meters on the system. 

Mr. Brownson. You have 282 users on your entire system ? 

Mr. Lavst. That is right. 

You see, many of these people draw water from private cisterns but 
the problem we have is the potable water system that supplies these— 
I believe it is 282 users. 

Mr. Brownson. How many of those 282, for instance, would be 
residences and how many would be commercial types such as hotels? 

Mr. Lavst. About ten hotels, I understand, are connected to the 
potable water system. 

Mr. Brownson. Tourism is very important to the economy of the 
Virgin Islands. There is no question about that. It is probably the 
one new development that is a hope at the present time. What per- 
centage of the total potable water used on the island would you say 
was used by the hotels? 

Mr. Lavstr. I do not have the figures on all the hotels. The big 
hotels use anywhere between a fourth and a third of that 250,000 
gallon daily consumption that we talked about. 

Mr. Brownson. How much do they pay for this water? 

Mr. Lavst. As of today, as a result of legislation recently enacted 
by special session of the legislature, they are paying 50 cents a ton. 
Before that they were paying from 35 cents down to 20 cents on a 
graduated basis. 

Mr. Brownson. How much did it cost to ship in that water? 

Mr. Lavsr. Over $2 a ton. 

Mr. Brownson. In that particular case, instead of talking about 
the hotels using 60,000 to 80,000 gallons of water—I am not very good 
on the tonnage factor—it seems like that would come out at about 
250 tons of water. Two hundred and fifty tons of water, with the 
Government spending over $2 for each ton would represent a cost of 
about $500 or $600 subsidy to the hotel. 

Mr. Lavst. That is exactly what it amounts to. 

Mr. Brownson. In the case of this Virgin Island Hotel, it appears 
that their water bills have been reasonable. Have they been prompt 
in paying their bills? 

Mr. Lavsr. They have never been prompt in paying their bills. 
Last summer they owed the Virgin Islands government some 87,000, 
and they wanted to compromise that figure. The last report I had 
in a letter from the Governor about 3 weeks ago indicated they still 
owe about $1,000 on that particular bill. 

Mr. Brownson. Then, your biggest single water customer isn’t pay- 
ing his bill? 
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Mr. Lausr. That is right. At the date I received the letter from 
the Governor, about 3 weeks ago, they owed about $5,000. 

Mr. Brownson. Is that hotel owned by Virgin Islands people or 
statesice citizens ¢ 

Mr. Lavst. They are formerly statesiders, but I believe their resi- 
dence now would be the Virgin Islands. Mr. Kessler is the principal 
stockholder. 

Mr. Brownson. He lives on St. Thomas 4 

Mr. Lavusr. Yes. 

Mr. Brownson. And Mr. Silverman of St. Thomas, he is a stock- 
holder, too ¢ 

Mr. Lausr. I don’t know if he is a stockholder. That must be the 
banker, Irwin Silverman. 

Mr. Brownson. I think that is true. It came up in previous testi- 
money that he was the banker. Is there an interlocking relationship 
bet ween the bank and the hotel ¢ 

Mr. Lausr. I can only give my understanding of the situation and 
this is that officers of the hotel—some of them, I believe Mr. Kessler 
is one of them—are also members of the board of directors of the 
bank. 

Mr. Brownson. How about the Bluebeard Castle Hotel; do they 
use some of the water, too / 

Mr. Lavst. Yes. 

Mr. Brownson. That is the point I wanted to clear up in the record. 

We are talking about 25,000 people whom we are trying to help. 
If we help the economy, of course, we are helping them but by the 
same token we are talking about putting in these distillation plants 
to help 282 actual water-meter users. 

It seems to me we are going to have to develop how much that is 
going to help the economy of the whole area so the balance of the 
people will benefit. When we are talking about per capita use of 50 
gallons a day, we should realize that really does not enter into this 
calculation at all. Most of the citizens are using the water out of 
their own cisterns, This project provides water for 282 relatively 
big users, 

Mr. Fascetx. I do not know that I am ready to jump at that con- 
clusion. It is certainly a matter we ought to check to determine— 
the nature of the users and how many. You have hospitals on this 
and hotels, and certainly a meter is not one person. 

Mr. Knox, do you have any further questions ¢ 

_ Mr. Knox. Yes. I would like to determine—as it is my interpreta- 
tion of your statement that you felt it was time that the Government 
moved in and put in the distillation plants in order that ample water 
would be available. Am I correct in that ¢ 

Mr. Crutson. Yes. We feel it is Interior’s responsibility to see 
that this is done. : 

Mr. Knox. And how would it be financed ? 

Mr. Citmrson. We have not definitely determined. The possible 
ways, as I understand it, one is by a loan from the Virgin Islands 
Corporation to the Virgin Islands government to install the facility. 

Phere is another possibility that I would prefer to have Mr. Lausi 
explain, because he is more familiar with it. 

Mr. Knox. Before Mr. Lausi gets into this question, you say a loan 
from the Virgin Islands Corporation. Is it not a fact that the overall 
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operations of the Virgin Islands Corporation have been running a 
deficit of close to $1 million a year? 

Mr. Curtson. I do not know what the deficit is, Congressman, but 
you are correct, I think, that the overall operation has been at a deficit. 

Mr. Knox. So they could not make a loan for the construction of 
the installation of the plant unless they had a direct appropriation 
from the United States Government in order to make the loan? 

Mr. Cutrson. That is very true. 

Mr. Knox. Once again the taxpayers of the Nation would become 
involved in order to supply water to 282 users. 

Mr. Cuttson. That is correct, unless the users were able to repay 
the loan on the terms on which it would be made. Then, of course, 
the money would be returned to the Treasury. 

Mr. Knox. I am interested in the statement you made relative to 
exploration of the possibilities of drilling wells on the island in order 
to obtain the necessary water supply for the islands. 

[I want to go back to our hearings and, Mr. Lanigan, if I am wrong 
in the statements I make or in error, would you please check me? 

In our hearings on the Virgin Islands in December, I raised the 
question as to whether there had been any exploration done relative 
to wells at some of the high points of the islands in order to get 
away from possible seepage ‘of sea W ater, and was informed there had 
been, to the extent of about 100-foot wells drilled. 

Well, from my experience and knowledge of wells, sometimes they 
drill 800 to a thousand feet before you “will actually get a water 
supply. 

L believe before there is any attempt or program to put in this 
installation for converting sea water to fresh water for the use of 
the Virgin Islands, there should be a thorough survey made and 
test wells put in to determine that water is available in quantities 
which would supply the Virgin Islands with ample fresh water. 

What is your opinion ? 

Mr. Cuitson. I think all reasonable attempts should be made to 
develop an underwater supply if it is feasible or possible. 

The Geological Survey, as I said in my statement, plans to make 
an exploration in that regard. If we knew what the weather was 
going to be, we would have a better idea on the time element. We 
have had a particularly dry season, as I understand it, and at one 
time the water supply became quite critical. 

If the barge operations plus the water supply allows additional 
time, we probably could take some considerable time in making these 
tests and explorations. 

Mr. Knox. How much time would be involved in the exploration ? 

Mr. Cutison. I have not talked to the Geological Survey, have you, 
Tony ? 


STATEMENT OF ANTHONY T. LAUSI, OFFICE OF TERRITORIES, 
DEPARTMENT OF THE INTERIOR 


Mr. Lavust. We have not to that extent. I do not know what the 
answer on that would be. I would not think it would be too long. 
They would like to test about 12 different spots, or I should say sink 
12 test wells. 
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Mr. Knox. Do you have any knowledge to what depth they would 
probably drill? 

Mr. Lavst. I could not say. The Geological Survey has peeenene 
in the area in the past and they have told us that there really is no 
area containing suitable underground water supplies on St. Thomas. 
Their only hope is that they might be able to pick up some water in 
this Turpentine Run area, and that is where the drilling will be 
made. 

Mr. Fasceti. Are you talking about subsurface or surface water? 

Mr. Lavst. Subsurface. 

Mr. Knox. Are they of the opinion that there is an underground 
stream feeding Turpentine Run ? 

Mr. Lavst. When they first went into the area, they were pretty 
much of the opinion that they would find no underground water, 
at all. 

Mr. Kwox. Well, Mr. Lausi, I believe you are acquainted with the 
island. At least, going around the island and seeing what is happen- 
ing. 

T made a trip around the island in December and found one farmer 
with a spring that he was using for irrigation purposes. Now, if my 
memory serves me correctly, I believe through our interrogation of 
the witnesses on the Virgin Islands in December, this spring does not 
flow the year round. 

Mr. Laniean. I believe he made that statement. 

Mr. Knox. However, there is a potential water supply there and 
whether it is a surface-water supply—which I expect it is—that has 
now been piped across the hill and down into the gardens of this 
farmer, this would lead me to believe there is some potential water sup- 
ply below that particular water level or it would not raise to a level in 
order to flow. 

Mr. Lavust. Do you recall the area, whether it was the Turpentine 
Run area ? 

Mr. Knox. I do not know where the Turpentine Run area is. This 
area is over near Drake’s Seat, on the far side of the island. That led 
me to believe there was a potential supply somewhere on the islands. 

Mr. Lavst. I had not heard of that site. 

Mr. Kwox. I witnessed the spring when it was flowing into this 
garden where the farmer was using it for irrigation purposes. It was 
a small operation as far as the garden spot was concerned, but still 
using it for irrigation. 

Mr. Laust. Of course, that would require pumping into town in 
the event there was a suitable supply. 

Mr. Knox. I would not say that would be a suitable point, you un- 
derstand, but it would indicate to me that there must be some under- 
ground source of supply in order for water to flow. 

I believe that is all for the moment, Mr. Chairman. 

(A report regarding this spring is in subcommittee files.) 

Mr. Fasceti. Mr. Lanigan 

Mr. Laniean. First, on this potable-water system, maybe Mr. Lausi 
can answer this: Is the low-cost housing development, Pearson Gar- 
dens, hooked up as one meter on that ? 

Mr. Lavst. Yes. 

Mr. Lanican. How many people live in Pearson Gardens? 

Mr. Lavst. I think that is a 240-unit project. 
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Mr. Lanican. That would be from 500 to 1,000 people, would you 
say ? 

Mr. Lavst. I do not know. 

Mr. Laniean. There is a report that there is another low-cost hous- 
ing development under consideration somewhere below the Virgin 
Isle Hotel. Are you aware of that low-cost housing development ? 

Mr. Lausr. They have been talking about one for some time. 

Mr. Lanican. Would that be hooked into the potable-water system ? 

Mr. Lavst. I do not know their plans. 

Mr. Fascetxi. Could we not get the actual number of people being 
served in the potable-water sy stem through the Department ? 

Mr. Brownson. They have one meter for that whole housing 
project. 

Mr. Fasceti. He just testified that they did. In order to put the 
thing in the proper frame of reference, let’s get the number of people 
we are talking about. 

(The information requested was furnished in a memorandum to the 
Governor of the Virgin Islands by Donald S. Boreham, Acting Com- 
missioner of Public Works, dated April 6, 1957 :) 


Without a census of the homes having potable-water connections, the follow- 
ing is the estimated number of users: 


er ITI, COMIN isc orccacaceh taceacos css mincthnig acai orlipenceiicacaciahiclgia cas Ia eal ecicenndaiaedaiae a 1, 600 
Transients, who stay an average of 3 days each____________________-__ 465, 000 


Mr. Lanican. I believe the hospital is hooked up on 1 meter and 
the high school on 1 meter, is that correct ? 

Mr. Laust. I believe so. 

Mr. Lanican. We,had testimony yesterday from the representa- 
tives of the Soil Conservation Service, that in the Turpentine Run 
watershed there have been two dams which have been operating for 
two years. One is the Kirketerp Dam, with a capacity of 10 million 
gallons, and the other is a dam on the Lockhart Estate with a capacity 
of 414 million gallons, both of which have filled up and overflowed 
each yeal 

The testimony indicated that another dam on the Hartman Estate 
had been built on the same watershed—Turpentine Run watershed 
which will hold 34 million gallons, and they expect that to fill up and 
overflow. 

When asked about whether a dam of 112 million gallon capacity at 
Turpentine Run would fill up in a year, Mr. Davidson testified that— 
Based on experience we had with the Kirketerp Dam, I would think there 
would be sufficient yield there to fill the reservoir. 

This is confirmed by a report from the San Juan office. 

I am just wondering in the light of the experience with surface wa- 
ter storage in these soil conservation dams and in the light of the ex- 
perience of the judgment of the people who have been there, whether 
it would not be worthwhile for the Virgin Island gov ernment to ask 
the Soil Conservation Service to make a survey of water availability, 
surface water availability, under the Watershed Protection Act under 
Public Law 566 of the 84th Congress. 

Has any consideration been given to asking the Soil Conservation 
Service to act under that legislation ? 

Mr. Lavst. We have not done that, Mr. Lanigan. I think it is a gooa 
possibility and we certainly are going to do it. 
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Now, this Turpentine Run proposition keeps popping - every 
time. A lot of experts have looked at that site and I would like to 
read—lI have it in the statement I was going to give this committee. 

Mr. Lanican. If you have your statement, perhaps we could ques- 
tion you after you make your statement. 

Mr. Chilson, have you given any consideration to the experience 
that has been had with surface water storage on St. Thomas and the 
judgment of people who have been familiar with the surface storage 
situation ¢ 

Mr. Cuttson. I have discussed the matter of surface water storage 
with Mr. Lausi on a couple of occasions very briefly. As you know, 
I have been with the Department but a short time. I certainly think 
that. that should be exhausted because with the amount of rainfall 
that they have, if it is possible to get storage and keep it—that is, 
over the period for the dry season—to my mind, of course, that offers 
the least expensive and most practical way of getting a water supply. 
That is the way most water supplies are obtained. 

Mr. Lanican. I was just wondering, because it was mentioned in the 
last sentence of your six-page statement, as a sort of a last thought, 
and I wondered if that was the last thought you had. 

Mr. Cuttson. The impressions I got from the discussions I had 
had was that the surface water storage in reservoirs did not offer very 
good opportunities. 

Now, if further investigation reveals that that is a way to do it and it 
can be accomplished, of course I would think, just off the cuff, that 
that would be a much less expensive water supply than using distilla- 
tion units. 

Mr. Laust. Could I add there, Mr. Chilson, that is the reason we 
have not rushed into this distillation thing yet. We do want to ex- 
haust all these possibilities. 

Mr. Lanican. What has been the experience of the Department of 
the Interior in connection with the control of evaporation off of sur- 
face storage areas? I think Secretary Seaton has made some state- 
ments recently indicating that the Department has done considerable 
experimentation with good hope of success in retarding evaporation. 
Could you give us a little summary ¢ 

Mr. Cnitson. | know little about it. I have not read the reports 
myself, but merely a résumé, They are experimenting with it, and so 
far they have indications of good possibilities. Maybe a third to two- 
thirds savings in the evaporation. 

However, it is still in the experimental stage. They do not even 
know for sure yet that they can use it in irrigation reservoirs. So far, 
they think it offers good possibilities, but it is still very much in the 
experimental stage. 

Mr. Lanigan. What substances are used ? 

Mr. Cuttson. I wish I could remember it, because I had a hard 
time pronouncing it. It was a chemical name—I can furnish it for 
the committee if you wish, sir. I have forgotten the chemical name. 
Tt was unfamiliar to me. 

Mr. Lanican. Perhaps the Department has a report on the subject 
that we could put in our files in connection with this study. 

Mr. Critison. If we do not have a published report, I can at least 
furnish the committee with a résumé of the work to date and the pos- 
sibilities it offers. 

90694—57—_—-44 
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Mr. Fascetzi. That would be very fine, Mr. Secretary. 

Mr. Brownson. Mr. Chairman, at the same time he is offering that 
résumé, I wonder if he would give the committee a report on the cost 
of the various means of securing this water and the water rates at 
the present time all broken down in one common denominator? Some- 
times we are talking about water at so much a ton; sometimes again at 
so much a gallon. I think it would be very helpful if we had one 
table where all the figures were comparable without calculations, 

Mr. Fasce.u. Do you mean for procuring it ? 

Mr. Brownson. First, what they are charging now, and second, the 
cost of procuring the water through the different methods suggested, 
all expressed in one common denominator so the committee does not 
have to continue translating tons to thousands of gallons, and so forth. 

Mr. Curtson.I see no reason why we cannot furnish that. 

Mr. Fasceti. That is procurement costs and rates in the same seale 
of reference. 

(The data requested about reduction of water loss by evaporation 
from reservoir surfaces has been placed in subcommittee files. The 
information about costs and rates of water was furnished in a memo- 
randum to Governor Gordon from Donald S. Boreham, acting commis- 
sioner of public works, dated April 6, 1957, and is as follows:) 


Per ton 

(a) Cost per ton for providing water in potable water system not includ- 
ing cost of water hauled from Puerto Rico _______- ett iistolcestoans: deccbealicaine $0. 21 

(6b) Including water hauled from Puerto Rico by: 

Carpeake and barge No. 1 (Virgin Island government owned)__ 1. 41 
Eureka and barge K-40 (chartered) ........_-_.-..._.-..-- 1. 88 
ear aa UR ainsi rc ch ch cc nessa srs chk 3. 61 
Berwin and barge (P. R. Lighterage Co.) contract._.....----- 3. 81 
I OES, oa os leis ceed ebowemeecennbeien 4. 21 

(c) Cost per year for family of 4 with potable water at $0.50 per ton 
UCN ae eee 45. 00 


Mr. Laniean. What steps did the Dabadtnnet take following re- 
ceipt of the Gibbs & Hill report in April 1956, to either omic gs this 
report or bring about a solution to this water problem and when were 
those steps taken ? 

Mr. Cutison. Since I did not come until November, perhaps I 
should refer that to Mr. Lausi. 

Mr. Laniean. I will ask him that later. 

The other question I have relates to another subject matter of our 
hearings, the Virgin Islands Corporation. One of the matters this 
Commission has been consideri ing is whether or not the Virgin Islands 
Corporation should be rechartered for another period of years, whether 
it should be turned over to the Virgin Islands government at the end 
of its present charter or sometime in the future, and whether its financ- 
ing should be done by the Virgin Islands government rather than by 
the Federal Gover nment. 

Have you given any consideration to the future of the Virgin 
Islands Corporation 

Mr. Cuttson. Yes. Consideration has been given. It was dis- 
cussed, I recall, at the last directors meeting of the Virgin Islands Cor- 
poration, as to the status of any proposed | legislation—I will have to 
ask Mr. Lausi about that. 

Have we got clearance on any bill as yet? 

Mr. Lavst. No, but there have been bills introduced to extend the 
eharter 10 years. 
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Mr. Cuttson. They are already introduced in the House and Sen- 
ate ¢ 

Mr. Laust. Yes. Not on our recommendation. 

Mr. Lanican. The Department has not reached any position on the 
continuance of the Virgin Islands Corporation; is that correct ? 

Mr. Laust. The board of directors has. 

Mr. Lantean. I will ask you that when we get to you. 

Now, the next question is whether Mr. C hilson has any Views upon 
the proper placement of the Government Comptroller. We have 
had a consideration as to whether or not his function should be taken 
over by the General Accounting Office, whether he should be depend- 
ent on financing by the Virgin Islands Legislature, or whether he 
should be left in his present position. 

Have you any views on that subject ? 

Mr. Cutrson. No, frankly, I don’t. I have not discussed this sufli- 
ciently to have conclusions about it. 

Mr. Lantcan. We had reports of the General Accounting Office re- 
garding the virtual bankruptcy of the government of the Vi irgin 
Islands and serious deficiencies in the accounting and budget control 
proc edures of the Virgin Islands government. 

Could you tell us whether or not the Interior Department has taken 
any steps since the last report of the Comptroller General to remedy 
that situation ? 

Mr. Cutison. Mr. Lausi says he will cover that in his statement. 

I am not familiar with it, myself. 

Mr. Fasceti. Mr. 

Mr. Knox. Mr. Chilson, the Government is now experimenting 
with some distillation plants in the form of pilot plants, I believe, on 
the west coast. Is that correct? 

Mr. Crizson. I am not sure the Government itself has any pilot 
plants. They may have. I know a lot of this work has been done 
through other research agencies and the Government has coordinated 
it. To my knowledge I know of no Government-owned and operated 
pilot plants. 

Mr. Knox. You then would not possess any knowledge relative to 


the output of fresh water from such an installation as a pilot plant ? 
Mr. Cuttson. No, I would not. 


Mr. Knox. Would you have such information ? 

Mr. Laust. No. 

Mr. Cuitson. I can furnish the committee with the last report of 
the Office of Saline Waters. 

Mr. Fasceti. We would like to have that. 

(The report is in subcommittee files.) 


Mr. Brownson. On page 5 of Mr. Chilson’s statement, the first 
sentence reads : 





The surplus Navy facilities to which the Gibbs & Hill report refers comprise 
15 40,000-gallon-per-day sea-water distillation units of a conventional type used 
on shipboard. They are available to the Virgin Islands government at nominal 
cost, or perhaps without any reimbursement. 

Then in the second paragraph, we read : 

The report estimates the construction cost of such a plant at $1,550,000. 

Does not include the piping facilities, the building to put these 
units in—what is included in the $1,550,000? 
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Mr. Cuison. I believe that was taken from the Gibbs & Hill report, 
and I have a copy here. 

Mr. Fascein. This report has been incorporated in our record by 
reference, and since he would have to read right out of the record, why 
don’t we just refer to that ? 

Mr. Brownson. The way this thing reads, it looks like an anachro- 
nism. Iam not interested in going into any great detail but I would 
like to know what that $1,550,000 does include. 

Mr. Cuinson. It is itemized on page 1-18, page 21 in the Gibbs & 
Hill report. Generally, to answer your question, it is site preparation 
and the building to house it and the power equipment and boiler 
plant and other facilities. They are all itemized, and the particular 
one that I refer to is the one marked “Scheme B.” 

Mr. Brownson. That includes $248,000 for the distillation plant. 
Does that take into account the fact that this plant is Navy surplus 
and may be available at no reimbursement, or is this based on a quarter 
of a million dollars as a reimbursement for the surplus plant / 

Mr. Cuttson. Again, I cannot answer that. 

Mr. Lavst. I believe that includes costs of the units. That did, 
and then we subtracted it when we made up our figure on that. 

Mr. Brownson. Does the $1,550,000 include reimbursement for the 
surplus Navy units which we believe we could get without 
reimbursement ? 

Mr. Cutrson. The way I would read it would be that there is 
$248,000. 

Mr. Lavst. If I can explain that, actually, scheme B, Gibbs & Hill 
had a cost of $1,944,000, and we subtracted the cost of the units. They 
still were a little high. When we say $1.5 million, we have reduced 
Gibbs & Hill a little bit. 

Mr. Brownson. Scheme B comes out at $1,550,000 with the units 
included ? 

Mr. Lavust. That is right. We did reduce it. 

Mr. Brownson. If we can get those at surplus, you can reduce the 
$1,550,000 by $248,000? 

Mr. Cutrson. That is right. 

Mr. Brownson. That makes the thing look more favorable in the 
light of that reduction in cost than it appeared in the testimony. 

Mr. Fasceti. Thank you, Mr. Secretary. 

Mr. Kwox. On that point, would that reduce the cost of water to the 
consumer ? 

Mr. Lavust. The overall cost? Yes; it would. 

Mr. Knox. With the overall cost being reduced to $1.25 million 
instead of $1.5 million, would that reduce the charge for water from 
this particular unit ? 

Mr. Lavst. It certainly should, I think. Ido not see why it should 
not. If we can reduce that figure of Gibbs & Hill any more, we will. 
They may call for a little more elaborate plant than may be necessary. 
We would cut that down. We would have our own engineers go over 
that. 
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FURTHER STATEMENT OF ANTHONY T. LAUSI, DIRECTOR, OFFICE 
OF TERRITORIES, DEPARTMENT OF THE INTERIOR 


Mr. Chairman, and members of the committee, I appreciate the op- 
portunity to appear before this subcommittee to discuss the operations 
of the government of the Virgin Islands, and the Virgin Islands Cor- 
por ation. 

In addition, I understand this subcommittee is interested in specific 
problems such as the water shortage in St. Thomas. 

In this statement, I shall attempt to cover the pertinent matters 
before this subcommittee, including comments on testimony already 
presented, and shall be glad to answer any questions that may arise 
either during or after the presentation of this statement. 

The responsibility of the Department of the Interior over the opera- 
tion of the government of the Virgin Islands is derived from Public 
Law 517, 83d Congress. This act directs the executive branch of the 
Federal Government to assume certain direct responsibilities such as 
in section 28 (i) wherein so-called matching funds, and double (11) 
funds cannot be obligated or expended without the prior approval of 
the President or his designated representative. The Secretary of the 
Interior has been designated the President’s representative for this 
purpose. 

In addition, section 11 of Public Law 517 states that— 
the execntive power of the Virgin Islands shall be vested in an executive officer 
Whose official title shall be the “Governor of the Virgin Islands,” and shall be 
exercised under the supervision of the Secretary of the Interior. 

Now, with respect to the audit report by the General Accounting 
Office of the Virgin Islands Corporation, Dr. Kenneth Bartlett, presi- 
dent of the Corporation, commented in detail on the report. The only 
comment I would like to make is that we in the Department of the 
Interior are proud of the accomplishments achieved during the time 
Dr. Barlett has been president of the Virgin Islands Corporation. As 
he told this subcommittee, there is a good | possibility that the Corpora- 
tion will show a profit for the current fiscal year. This is an unheard 
of accomplishment. 

In his testimony before this subcommittee, Mr. E. W. Muhonen, 
of the General Accounting Office, presented an excellent and objective 
statement based on the audit performed by that Office on operation 
of the government of the Virgin Islands. 

We deeply appreciate the efforts by the General Accounting Office 
in assisting the Department in correcting any deficiencies that become 
apparent as these annual audits are made. 

I would like to comment on the various principal findings and rec- 
ommendations submitted by the General Accounting Office in its 
annnal audit report for the fiscal year 1956. 

With respect to finding No. 1, the need for limitation on Federal 
income tax relief laws enacted ie the government of the Virgin Is- 
lands we are in complete accord with the recommendation of the 
General Accounting Office. 

The Department did, on June 7, 1956, recommend remedial legisla- 
tion to the Congress, but no action was taken by the 84th Congress. 
Meanwhile, the House Committee on Interior and Insular Affairs 
held hearings on the subject in the Virgin Islands recently, and we 
are now awaiting the report thereon. 
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The Department believes that finding and recommendation No. 2, 
proposed changes in financing and management of the Virgin Islands 
Corporation, is a matter for “determination by the Congress. How- 
ever, we would like to point out that as of this date, the Vi irgin Islands 
government has not displayed the ability required to assume the re- 
sponsibility for the successful operation of an activity in which the 
Federal Government has invested several millions of dollars. 

F inding and recommendation No. 3 also has our wholehearted sup- 
port. This recommendation deals with a proposed change in the 
financing of the office of the government comptroller. Legislation is 
being proposed by the Department to affect the change recommended 
by the audit report. 

In order that the committee may have background information on 
this subject, in fiscal year 1955, when for a period of 6 months, begin- 
ning in January 1955, when the position of government comptroller 
was established, the legislature appropriated $64,000 for the operation 
of this office. 

In fiscal 1956, $69,000 was appropriated. Based on a recommenda- 
tion by the General Accounting Office, that the comptroller was unable 
to engage a staff sufficient to carry out the functions of the office on 
the appropriations available, a request was submitted the legislature 
to appropriate $138,000 for fiscal year 1957. 

The legislature not only reduced this to $67,000, but also reduced 
the salary of the gov ernment comptroller to $11,000 from the $12,500 
limit as provided by Public Law 517, 83d Congress, and established 
by the Secretary in appointing the present incumbent, Mr. Richard 
Krabach. 

In approving the appropriation bill, the Governor exercised his 
item-veto powers, but maintaining the total appropriated, in effect 
restored the salary to $12,500. 

In addition, in January 1956, the Governor called a special session 
of the legislature, for the purpose of appropriating supplemental 
funds totaling well over $1 million, including a request for $15,000 
to permit the comptroller to enlarge his staff in accordance with the 
GAO recommendations. The legislature refused to approve this 
small item. 

It is apparent that the legislature intends, by the exercise of its 
control over appropriations, to thwart the will of the Congress, by 
making the office of the government comptroller ineffective in the 
exercise of the responsibilities assigned to him by Public Law 517. 

We concur with the finding and recommendation No. 4: Reorgan- 
ization of the Executive Branch of the Government. 

Under the provisions of section 16 (a) of Public Law 517, the 
Governor was given the authority to reorganize, within 1 year, the 
executive branch of the government into not more than nine executive 
agencies. This meant absorbing close to 100 independent boards, com- 
missions, and so forth, into the 9 executive departments. This was 
done, but now any reorganization must be approved by the legislature. 

The GAO audit report refers to a proposed reorganization plan 
submitted by the Governor but rejected by the legislature. We agree 
that the Governor’s proposed plan was sound, and if adopted, would 
have resulted in a more efficient and economical operation. 

Finding and recommendation No. 5, inadequacy of administration 
of revenue laws, is one problem that requires attention. 
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On January 7, 1957, the Internal Revenue Service made available 
the services of one of their agents for a period of approximately 4 
months, beginning February 15, 1957, to assist in the audit and col- 
lection of income taxes for the calendar year 1956. 

On January 28, the Internal Revenue Service advised that Mr. 
Frank B. Chamot of Los Angeles district has been assigned to the 
Virgin Islands for the 4-month period commencing February 11. 
We have also suggested to the Governor that he request sufficient 
funds from the legislature to carry out this expanded program. 

On page 35 of the GAO audit report, reference is made to two tax 
holidays occurring between April 1 to 30, 1955, and July 1 to August 
31, 1957. 

I do not recall the reasons for the first tax holiday, but as best as 
I can remember, the legislature had failed to enact the tax bill upon 
its expiration, March 31, 1955. 

As for the second tax holiday, the legislature enacted a tax bill for 
the period July 1 to December 31, 1956, and also included therein 
several riders not at all germane to the issue. The Governor had no 
alternative but to veto this bill, and during a special session held in 
August for other purposes, he requested the legislature to enact a 
tax bill which was done. 

Finding and Recommendation No. 6, appropriations by Virgin 
Islands Legis lature in excess of anticipated revenues for both fiscal 
vears 1956 and 1957, is one that has caused the Department a great 
deal of difficulty in attempting to establish financial responsibility 
in the government of the Virgin Islands. 

I would like to quote from the report of the government comp- 
troller to the Governor, which may be found on pages 57 and 58 of 
the GAO audit report for fiscal year 1956: 


For the fiscal year 1956, the legislature appropriated $6,677,490 for operating 
expenses even though the estimated anticipated revenue was $5,013,000. Since 
the government of the Virgin Islands has no authority to go in debt, the Governor 
had two alternatives; either to use his power of vetoing portions to bring the 
appropriations in line with the anticipated revenue or to limit allotments to 
the various departments. The executive chose the latter. 

The same problem will be encountered in fiscal year 1957. The organic act, 
section (c) states that: 

“The Governor shall submit a budget of estimated receipts and expenditures 
which shall be the basis of the appropriation bills for the ensuing year.” 

The Governor submitted his budget for the year, however, the legislature 
passed appropriations on an entirely different basis, placing departments in 
matching funds that were calculated to be in general funds and vice versa. 
They also attempt to reorganize the government by appropriating funds in one 
department for functions that were regularly in another department. An 
example being they tried to place the fire department in the public works depart- 
ment, it is normally in public safety. They also passed appropriations for only 
6 months rather than for the ensuing year as the organic act requires. 

The net result is that there is an overappropriation of matching funds, and 
fa surplus created in local funds. This situation is, in our opinion, directly 
opposed to the intent of the Congress of the United States, as stated in section 
28 of the organic act. It was intended that any unexpended balances be trans- 
ferred to essential public projects—see section 28 (b) (iii). 

The confusion created by 6-month appropriations and their resultant reversion 
to the last year’s appropriation has made it quite difficult to establish financial 
responsibility. The practice of appropriation by individual job and position 
has led to confusion on the intent of the pay-schedule legislation. It is difficult 
to determine the actual intent of the local legislature when excess appropria- 
tions are made as to where the cuts should be made. When money is not avail- 
able to pay these amounts, cuts must be made. There is created a public mis- 
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understanding when funds are cut from an essential department, and then the 
legislature complains that this was not their intent. However, it is simple 
mathematics that you cannot spend money that is not in the Treasury, regard- 
less of the desire of the administration or the legislature. 

In fiscal year 1956, it was somewhat the same, excess appropriations had to 
be cut to stay within the money available. 

It was very evident that after the Governor had submitted his budget for 
the year, and had cut departmental requests to fit the estimated total, some de- 
partmental personnel went directly to the legislature, and had their cuts re- 
stored. The resultant confusion caused by having a reduced allotment with a 
large appropriation caused many of the departments to start out the year with 
an expenditure rate that could not be maintained. 

In connection with the budget for fiscal year 1957, I would like to 
quote from a portion of the GAO report on this subject : 

The Governor’s budget for fiscal year 1957 was prepared by the director, di- 
vision of personnel, in the department of insular affairs, with the assistance of 
certain other officials of the insular government and the United States Depart- 
ment of Interior. Appropriations by the local legislature, however, were made 
with little apparent reference to the Governor’s budget either for fiscal year 
1956 or 1957. For fiscal year 1956, total appropriations exceeded anticipated 
revenues shown in the Governor’s budget by about $1,600,000. For fiscal year 
1957, initial appropriations exceeded anticipated revenues by $571,542. The 
1957 figures may be adjusted for supplemenial appropriations and changes in 
estimates of anticipated revenues. 

With reference to finding No. 7, concerning inadequate financial 
recordkeeping, we must coneur with GAO that in the past 5 years 
since they have been reviewing the operations the records have been 
such that the true financial position could not be determined. 

This situation was apparently in existence for many years prior 
to the first GAO audit in 1952. It was because of that confusion 
that the then Governor de Castro asked GAO to make such a re- 
view. 

However, it was not until 1954 that a comptroller was appointed 
and his first comprehensive annual report was not issued until the 
following fiscal year 1956. Until that time, we could not learn in 
detail what specific deficiencies existed other than in a general way. 

Due to the lack of trained and experienced personnel it was most 
difficult to pinpoint the individual problems in such a way that cor- 
rective action could be taken. An example of this was their account 
ing system. ‘They were operating on the old single entry type sy stem, 
which was all hand posted and gave no method of determining error 
or of producing balanced accounts. 

One of the first requests made by our Comptroller was that a double 
entry system of accounting be written and instituted. We concurred 
with this suggestion at once, and personnel from the Departinent were 
sent down to assist in this movement. 

We also solicited the assistance of the GAO Systems Division who 
also sent down personnel to help. These people under the direction 
of the comptroller finally wrote an Accounting Manual for all depart- 
inents, and sections of the government. 

Implementation and execution of this system however takes time, 
and again in the absence of sufficiently trained personnel the job was 
more difficult. 

I am informed by the Governor that they are progressing now and 
hope to have the entire system installed by the end of this fiscal year. 
We are assured that when this is done adequate controls will be 
available. 


a 
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We are not naive enough to believe that this will solve all of our 
problems. Personnel in many of the departments have no conception 
of financial responsibility as exhibited in reports of failure to post 
documents and failure to process obligations for payment. No system 
will work unless it is followed conse ientiously by all persons involved. 
This, however, is an educational problem, and we hope that as more 
experience is had more people can be trained locally to do a creditable 
job. 

This concludes my comments with respect to the GAO audit report. 

During his testimony before this subcommittee, Dr. Bartlett was 
questioned with regard to the employment of Mr. D. Victor Bornn 
as the Virgin Isl: nds C orporation agent in St. Thomas. Mr. Bornn 
is a member of the Board of Directors of the Virgin Islands Corpora- 
tion. The question has been raised that these circumstances may con- 
stitute a conflict of interest. If this is so, then it also constituted a 
conflict of interest in 1949 when Mr. Bornn was first appointed by 
the President to be a member of the Board of Directors of the Virgin 
Islands Corporation. The same set of facts exist today as did in 1949. 

The water shortage problem in St. Thomas, one of the primary sub- 
jects before this subcommittee, constitutes a situation which has ex- 
isted for many, many years. In the past, it was the practice to merely 
call on the Navy for assistance, and until the rains appeared again 
bargeload after bargeload of water would be hauled from Puerto Rico. 

Upon his appointment as Governor in April 1954, Mr. Archie 
Alexander was requested to study ways and means of alleviating the 
perennial water shortage that had been occurring in St. Thomas. 
This was only one of the many complex problems faced by Governor 
Alexander as he attempted to put into effect the newly enacted Revised 
Organic Act of the Virgin Islands, Public Law 517, 83d Congress. 

In 1955 there occurred once more a severe water shortage due pri- 
marily to the exceedingly low rainfall during the normal rainy season. 
Again the Navy assisted in meeting the situation by transporting 
several million gallons of water from Puerto Rico. 

Following a series of conferences between Governor Alexander 
and officials of the Department’s Office of Territories, and Saline 
Water Division, it was determined that a complete study should be 
made of all the surveys made on this problem covering a period of 
several years prior thereto. 

As a result the engineering firm of Gibbs & Hill was engaged for 
this purpose. A report was submitted by Gibbs & Hill in April of 
1956. The report in brief recommended the installation of salt water 
distillation units which would provide an additional 200,000 gallons 
of water per day. The report stated that on the basis of the expanding 
economy that additional amount of water would be needed by 1964 
to meet the daily demand. The investment required to carry out the 
recommendation of Gibbs & Hill was estimated at close to $2 million. 
This, of course, posed quite a problem. 

In the meantime, in order to be prepared for the approaching dry 
season, Governor Gordon authorized the purchase of a tug and water 
barge of 250,000-gallon capacity. The purpose of this purchase was 
twofold (1) to haul water from Puerto Rico in order to keep suffi- 
cient water in storage to weather any dry period; and (2) to use 
the tug in bringing ships into St. Thomas harbor, and thereby deriv- 
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ing revenues for its use. This, of course, would help pay for the 
expenses of its purchase. 

The reapondibility. for overseeing the water situation is placed in 
the commissioner of public works, who, during this period was Mr. 
Rudolph Galiber. Unfortunately, from the time of the purchase 
of the tug and barge little effort was made by Mr. Galiber to utilize 
these facilities in an attempt to increase the w ater in storage in antici- 
pation of the coming tourist season. 

Suddenly, it became known that the water on hand was down to a 
few days’ supply. Immediately, the tug and barge were put into 
operation, but, of course, it was not possible to keep current on this 
basis. Asa result, it has been necessary to purchase water from com- 
mercial sources, which, together with some assistance from the Navy 
it has been possible to keep the situation in hand. 

From all the information available to us, nobody has complained 
of being affected in any way during the present situation, except the 
Virgin Isle Hotel, which is the largest consumer of potable water in 
St. Thomas. 

The water problem would be somewhat alleviated if this hotel used 
salt water for flushing the same as do other users. Only during a 
period of shortage do they resort to the use of salt water for flushing. 

The subcommittee, I am pleased to note, is interested in what steps 
are to be taken to once and for all obviate this recurring problem. I 
mentioned earlier in this statement the report of Gibbs & Hill. 

The solution posed by this report appears to be simple, but many 
phases had to be considered before taking the steps recommended. 
Foremost was the question of financing, and, secondly, that of main- 
tenance and operation of the equipment. 

It has been our sad experience that little attention is paid to proper 
maintenance of equipment, and facilities by the responsible person- 
nel in the Virgin Islands. We did not feel justified in pursuing this 
course of action until means could be found to insure that proper 
maintenance would be accorded to equipment representing such a 
large investment. 

It occurred to us that if the salt water distillation plant were com- 
bined with the expanded power fac ilities contemplated by the Virgin 
Islands Corporation, then perhaps arrangements could be worked out 
for the Corporation to maintain the facilities. 

We learned later that Mr. Goodrich Lineweaver was about to visit 
the Virgin Islands for the purpose of studying the water problem. 
Mr. Lineweaver’s report was made public recently, and we are pleased 
to learn that he recommends the salt water distillation method. 

The subcommittee recently heard the testimony of Mr. Galiber, the 
former commissioner of public works, to the effect that millions of 
gallons of water could be impounded at Turpentine Run by the con- 
struction of an earth dam at a cost of something over $600,000. I 
would like to read into the record at this point a letter Mr. Galiber 
wrote to Government Secretary Claunch on January 10, 1957. 


This report is being submitted as a result of our telephone conversation in 
which you requested a written report on the water situation in St. Thomas, V. I. 

This report is not a copy of the testimony presented to the Chudoff Committee 
on Public Works and Resources, but is a résumé of this investigation and will 
reflect the highlights of the investigation. 

St. Thomas, V. I., has been experiencing a water shortage problem for over 
10 years. 








ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 687 


Some efforts have been made over the past years to develop sources which 
now supply an average of 175,000 gallons per day during the wet 8 months of the 
year. The total storage capacity is 8 million gallons. The aggregate daily 
supply during the dry months is only 130,000 gallons per day, and this is only 
possible with 3 waterlifts per week from Puerto Rico with our 250,000-gallon 
barge. However, during the dry months the demand goes up 35 percent over 
the wet months to 225,000 gallons per day. This is only a 35-day supply at full 
storage during the dry months. This increased demand is due to the tourist 
influx. Other heavy demands on the limited water-supply source are the con- 
struction of several large water-consuming plants, namely : 

(1) The 200-bedroom Virgin Isles Hotel. 

(2) The 240-unit housing project, Pearson Gardens. 

(3) The Charlotte Amalie High School with over 1,100 pupils. 
(4) The 116-bed Knud Hansen Memorial Hospital. 

In order to supply the rapidly growing demand in St. Thomas, the firm of 
Gibbs & Hill, of New York, recommended the installation of a 200,000-gallon-per- 
day demineralization plant. This project is recommended by the commissioner 
of public works as the immediate solution of the water problem. This plant 
would require 1144 years for construction, and would cost in the neighborhood of 
$1,400,000. The plant would double the present plant capacity. Electricity 
would be produced as a byproduct in the amount of $70,000 per year. If this 
project were considered as a highway or public structure wherein it is not 
amortized, the cost of water produced would be in the neighborhood of 40 cents 
per ton (240 gallons). The present cost of water is 35 cents per ton. The basic 
design feature of the plant is multiple-effect distillation units operating with low 
pressure steam from turbine blades. Scheme D of the Gibbs & Hill report is the 
method proposed by the public works department and the Department of the 
Interior. 

The two phases yet to be completed for water resources development for St. 
Thomas are the preparation of detailed plans and specifications, and the con- 
struction of facilities. An additional $40,000 is now required before plans and 
specifications can be prepared. No funds are now available for plant con- 
struction. 

The above choice of water supply source was made after several studies 
revealed that there is no dependable ground water supply on St. Thomas. There 
is only one small perennial stream. Studies reveal that the demineralization 
plant could be augmented by (1) expansion of said plant by adding units, and 
(2) by the construction of an impounding reservoir at Turpentine Run. The 
impounding reservoir at Turpentine Run is not being considered at this time 
since the cost of construction is prohibitive, being in the vicinity of $5 million. 
Furthermore, this source would require 3 to 4 years for development, but would 
yield in the neighborhood of 450,000 gallons per day. This supply would be high 
in chlorides, and would have to be blended with other sources in the municipality. 

In conclusion, it must be emphasized that the immediate phase for water 
development in St. Thomas, is the construction of a demineralization plant to 
double the present capacity at a cost of $1,400,000. This plant could be 


constructed within 18 months. 

(Mr. Galiber’s reply to Mr. Lausi’s statement appears in appendix 
QO, p. 856.) 

Mr. Knox. This quote from Mr. Galiber’s letter to Mr. Claunch 
does not follow the same avenue which Mr. Galiber used when he 
was before this committee 10 days ago. He was very emphatic that 
the Turpentine Run was the best source of the supply of water, and 
was not in favor of the distillation plant. 

Now, we find he has made a report to the Government office, de- 
nouncing the Turpentine Run project, and approving of the distilla- 
tion plant for water supply for the island. It is difficult to find 
justification for his making a report in the month of January, con- 
demning a project and then coming before the Congress and recom- 
mending the same project he had condemned in the month of January. 

Mr. Laust. The purpose of making the statement Mr. Knox, was 
to clear the record on that point. 
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Mr. Knox. We are very happy to have it, Mr. Lausi. 

Mr. Fascetx. I didn’t interpret it that way at all, Mr. Knox, but 

everybody is entitled to his own interpretation. 

Mr. Kwox. Those are my interpretations and I sat through the 
entire hearings, and I didn’t come in late. I sat through the entire 
hearings while Mr. Galiber was here. I interrogated “Mr. Galiber 
through the hearings, and that is a fact, as to the ‘position Mr. Gali- 
ber took. 

I questioned him relative to why it was that he did not make his 
facts known to the committee while they were sitting in the Virgin 
Island hearings. He said he was not at liberty at that time because 
of the fact that the Governor of the Virgin Islands was opposed to 
Turpentine Run. 

We now find a direct quote from his letter where he himself makes 
the recommendations to his superior, the Governor of the Virgin 
Islands. That is the only cement I have at this time, Mr. Chairman. 

Mr. Lavst. In 1945, Malcolm Pirnie, a well-known engineer, had 
this to say of Turpentine Run. 

There exists a good damsite on Turpentine Run at a point where the drain- 
age area is about three square miles. Assumptions of runoff based on rain- 
fall records and very meager runoff records indicated that a yield of 60,000 
gallons per day may not be sustained at all times from an impounded supply 
on Turpentine Run. Analysis of low-flow runoff indicate that the chloride 
and mineral content of the water is high. 

The estimated cost of an impounded supply at this site is $1,430,000, includ- 
ing facilities for treatment, pumping, and pipeline to the town. 

The Geological Survey has advised us that the probability of lo- 
cating considerable ground water sources at Turpentine Run is un- 
likely. The recent special session of the Virgin Islands Legislature 
appropriated $15,000 for the purpose of test drilling in this area. 
We are hoping to have the assistance of Geological Survey in this 
project. 

I shall be very glad to answer whatever questions this committee 
may have. Please bear in mind, however, that many answers may 
deal primarily with matters of local interest. only, in which event I 
shall be glad to obtain the answers for the committee. 

Thank you. 

Mr. Fascetzi. Thank you, Mr. Lausi. 

Mr. Lanigan, have you any questions ¢ 

Mr. Lanicgan. Are vou aware that Mr. Galiber testified and esti- 
mated the cost of an earth-filled dam at Turpentine Run to be around 
$600,000 and that the Soil Conservation Service has made a rough 
estimate of around $531.000 4 

Mr. Lavst. I can’t keep up with Mr. Galiber’s recommendations, 
frankly. 

Mr. Laniean. Are vou also aware that he made that recommenda 
tion in 1955, informally to the committee—that is for the earth filled 
dam. 

Mr. Lavst. Informally to this committee ? 

Mr. LANIGAN. Yes. 

Mr. Lavust. I never engaged in any informal discussions with this 
committee with Mr. Galiber present. 

Mr. Laniean. You are not aware of anything that was said? 

Mr. Lavst. No; that is in your 1955 hearings of the Virgin Islands? 


Mr. LANIGAN. Yes. 
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Mr. Laust. I have seen no transcript of that hearing. 
fr. Fascett. Are you interested at all in following up the cursory 
report by the Conservation Service that you can get an earth-filled 
dam here for $500,000? 

Mr. Laust. We certainly want to follow up any possibility, Mr. 
Chairman. We have a water problem we would like to solve. 

Mr. Fascein. I just wanted to be sure as far as the Department 
is concerned they haven’t already arrived at a conclusion. 

Mr. Lavsr. No. 

Mr. Lanigan. What is the basis of your statement that from the time 
of the purchase of the tug and barge little effort was made by Mr. 
Galiber to use the barge. 

Mr. Lavust. There was 1 period of about 2 months when it just sat 
in the harbor. 

Mr. Laniean. Are you aware that it was under repair from June 
until September 1956? 

Mr. Laust. Between June and September they brought over some 
water, Mr. Lanigan. It wasn’t under repair all the time. 

Mr. Lanican. We have a log in the record, and I believe that 
will show it was under repair for practically all of that time except 
for some test runs. 

Mr. Laust. The 2 months I am speaking of are October and 
November. 

Mr. Lanican. That is right, and are you aware that in September 
1956, Mr. Galiber wrote to both Mr. Claunch and to the Governor 
pointing out that there were certain personnel problems regarding 
the barge that would have to be settled on the Governor’s level and 
informed him that the barge could not be operated until these per- 
sonnel problems were cleared up ? 

Mr. Laust. I am not aware of the letters. I have never seen them 

Mr. Lanican. You talk about the testimony before this committee. 
Haven’t you read this testimony ? 

Mr. Laust. Of the hearing you had here last week ? 

Mr. LANIGAN. Yes. 

Mr. Laust. No; [ haven’t seen it. You haven’t made it available 
to us, I don’t think. 

Mr. Lanigan. You quoted Mr. Muhonen and what he said. 

Mr. Laust. I was here when he talked, but I wasn’t here all the 
time Mr. Galiber testified. Just the first part of the afternoon. 

Mr. LAnican. Are you aware that he testified that starting around 
May 1956, he gave the Governor daily messages as to the water level 
in the city system ? 

Mr. Laust. He gave daily reports? 

Mr. ees Yes. 

Mr. Laust. I don’t think he got daily reports, Mr. Lanigan. 

Mr. Lanican. Well, I want to ask you this: The staff director asked 
Mr. Galiber’s former secretary to furnish an affidavit to the committee 
as to what her instructions were, regarding reporting to the Gov- 
ernor’s office and what she had done and subsequently she wrote to 
the committee and said that she had the letter addressed to her re- 
questing official information concerning matters in the office of com- 
missioner of public works where she was employed as secretary to the 
commissioner. 


oreo. 
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As a simple matter of personal protection and proper procedure in the light 
of my position, I am very sorry that I cannot comply with your request unless 
the congressional committee in whose behalf you need the information would 
see fit to make the request formal, pursuant to a subpena of the conunittee. 

Subsequently, you were asked to see what arrangements you could 
make to get an affidavit from this lady to avoid our having to call 
her before the subcommittee. Can you tell us what has occurred in 
connection with these efforts / 

Mr. Laust. First of all, Mr. Lanigan, I don’t know this young lady. 
I didn’t know Miss Bryan existed in that office. Mr. Perlman called 
me, I believe, 2 weeks ago and stated that he had requested Miss Bryan 
to furnish certain information and that he wanted this information in 
affidavit form. Right after I talked to Mr. Perlman, I talked to Mr. 
Claunch and asked him if he would get ahold of Miss Bryan and ask 
her to submit the information Mr. Perlman requested. In addition, 
Mr. Claunch had written Miss Bryan a letter asking her to submit the 
information. We have been trying since that time to have Miss Bryan 
submit the information. She apparently chooses not too, as far as 
we can make out. 

Now, since then, I called the Governor the other day. When 1] 
was on this end of the phone, the Governor picked up his other phone 
and I heard him ask Miss Bryan to please submit the information. 
Then she wrote a letter to you, and I believe you have that letter. 

Mr. Knox. May we have the date of the letter directed to the Secre- 
tary and the date of the reply ? 

Mr. Lanican. The date of the letter to the secretary is February 25, 
1957, and the date of the reply is February 28, 1957. 

Mr. Brownson. Mr, Chairman, on a legal point, is it possible to 
subpena the records without going to the expense of bringing the 
young lady up here? 

Mr. Fasceti. I do not know why we should have to subpena the 
records when we have the Department right here. It is their record. 

Mr. Brownson. As I understand it and as I remember the testi- 
mony, Mr. Galiber alleged that certain telephone calls were made be- 
tween his secretary and the Governor’s secretary. We were anxious 
when the Governor was up here to be able to fill in the other half 
of that testimony by getting the information as to what his secretary 
claimed that she had done in the way of making a record of the 
telephone calls. That is why I think we should have that information 
before Governor Gordon gets here to testify. 

Mr. Kwox. Would you yield at that point, Mr. Brownson ? 

Mr. Brownson. Surely. 

Mr. Knox. This goes back to the time when Mr. Galiber was here 
testifying and he informed this committee that these telephone conver- 
sations were a matter of record in his office. Now, when did Mr. 
Galiber return to the Virgin Islands? 

Mr. Laniegan. Well, I have no idea. 

Mr. Kwox. Oh, yes, you must have an idea. 

Mr. Lanican. This was written long before he testified. I under- 
stand that after he left here, he went to New York, and I do not 
know whether he is in the Virgin Islands as of today or not. 

Mr. Knox. Well, I am rather suspicious of what has been going 
on as far as Mr. Galiber is concerned, and I believe it is about time for 
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this subcommittee to take the proper steps to get the records before 
it, so-we will actually know whether there were any such reports. 

"Mr. Fascert. Do you have any other questions of Mr. Lausi? 

Mr. Lanican. Yes. 

Mr. Fasceti. Why don’t you ask Mr. Lausi some questions / 

Mr. Lavst. May I make a statement with regard to the affidavit 
= Lanigan is speaking about: As I understand, the information he 

vants is not information from the files but information of a personal 
natiiee on the part of Miss Bryan, because the staff of this subeommit- 
tee was given access to all those files, and I understand they have also 

taken letters from the file. 

You are perfectly welcome to have them. Now, this is something 
Miss Bryan knows personally, and it is not a w ritten report. 

Mr. Prrtman. We have asked what procedures were taken by Miss 
Bryan, the secretary, to comply with instructions given to her by her 
em aioe. the Commissioner of Public Works, who was then Mr. 
Galiber. 

Mr. Lavst. I just want the committee to know I have done every- 
thing I can to get Miss Bryan to give you the information you want. 
I cannot do anything more. 

Mr. Brownson. Either Mr. Knox or myself asked Mr. Galiber 
whether or not important conversations such as these were recorded, 
and he said “Yes,” a record was made of each conversation. 

That is my impression of what he said. But looking at the record, 
we can be sure. My impression was that she had made some kind of 
notation. 

Mr. Fascety. I was under the impression that the record was kept 
in the Governor’s office. That was my understanding, but there again 
we both might have a point. 

Mr. Knox. I think there might be a slight misunderstanding rela- 
tive to the telephone conversations. <As I recall, Mr. Galiber testified 
that all of the telephone conversations between the Government office 
and the public-works office were a matter of record, but he said there 
was no record relative to the order given to him to discontinue the 
construction of a telephone line which they were working on and go 
over on to another line going to some particular farmer. I cannot 
recall the farmer’s name. 

Now, he did testify in that manner, as I recall, but he said as far as 
the telephone calls relative to the daily reports of the water conditions 
in the Virgin Islands were concerned, they were a matter of record in 
that office, that they made notations. 

Mr. Brownson. Of course, Mr. Chairman, that ties in closely to 
another sentence in Mr. Lausi’s testimony on page 11, when he read 
it into the record : 

Suddenly it became known that the water on hand was down to a few days’ 
supply. 

Mr. Fascett. Mr. Lausi, what is the predicate for that statement ? 

Mr. Lavst. I can tell you that, Mr. Chairman. I think my dates are 
correct. I may be off a day or two. 

Mr. Fascext. This is from your personal information ? 

Mr. Lavust. Yes, sir. On December 26, 1956, I called the Governor 
on other matters, and I just happened to ask him about the water sit- 
uation. At that time, we had had no word of any emergency. 
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He said: 

I checked this morning and I find we have a 10-day supply, and I have directed 
Mr. Galiber to send a barge over right away. I wanted to keep a 10-day supply of 
water on hand. 

That was December 26, a Wednesday, the day after Christmas. He 
said Mr. Galiber’s reply was that the barge did not operate that day 
because it was a holiday. I asked him what the holiday was, and he 
said the day after Christmas. Nevertheless, he directed the barge to 
go over. 

I talked to Governor Gordon on Friday, the 28th, and I asked him 
again what the water situation was, and he said— 

We still have a 10-day supply. The barge came in with one load yesterday. I 
have told Mr. Galiber to build that up to a 15-day supply. 

Then came the holiday weekend on January 2 and the Governor 
went to San Juan to attend the inauguration of Governor Munoz. It 
was on the 2d or the 3d that I got a call from Mr. Claunch. Mr. 
Claunch was very upset, he was going to have to call on the Navy again 
for some help in bringing water. I asked him why. He said Mr. 
Graliber just called him and told him there were 350,000 gallons of 
water on hand. 

Mr. Fascetzi. Mr. Lausi, did you know in November that the water 
supply was down to less than 10 days? 

Mr. Laust. I knew it went on down, yes. 

Mr. Fascett. I say, did you know it was so in November. 

Mr. Laustr. Yes. 

Mr. Fasceii. How did you know? 

Mr. Laust. We got the report from the Governor. 

Mr. Fascett. You did? 

Mr. Lavst. Yes. 

Mr. Fasceti. Do you get reports from the Governor on all the water 
supply ¢ 

Mr. Lavst. Not all. 

Mr. Fasceti. Do you mean just part of the water supply ? 

Mr. Lavsr. No, not part of it. We might ask them, when we call 
them, how the water situation is. 

Mr. Fascett. You do not get reports from the Governor, then, on 
what the water supply is, or do you? 

Mr. Lavust. We do occasionally. We have gotten reports but not on 
any regular schedule that he may get from Galiber. 

Mr. Fasceti. Then, how did you know about this water supply in 
November / 

Mr. Laust. He wrote me a letter. After the situation came about 
and we asked him for a report. 

Mr. Fascett. What situation ? 

Mr. Laust. The water situation, the water shortage we have now, 
and he has listed here, the— 

Mr. Fasceti. You have me confused. You say in December, sud- 
denly it was known that the water 








Mr. Lavust. No, I knew it after we got this letter, after we asked 
for a full report from the Governor, and he has here the water on 
hand beginning, I believe, in August. 

Mr. Fascett. Is it day by day? 

Mr. Lavst. It is day by day. 
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Mr. Fascetzt. Will you make that available to the committee? 

Mr. Laust. Yes, sir. This letter is dated February 8, 1957, and goes 
back to July 23 and all the way down. 

Mr. Fascetx. The report eat July 23, 1956, and ends when? 

Mr. Lavst. This particular one, February 7. 

Mr. Fascett. Make that available to the committee. 

Mr. Lavst. I think the staff has it; I am not sure. 

Mr. Fascetxi. Whether we have or not, I don’t know, but since this 
is official and it is the first time we have ‘gotten one, it indicates some 
kind of report has been made by the Governor to the Interior Depart- 
ment and we would like to have it if it is at all possible. 

Mr. Lavst. Surely. 

(The document referred to will be found in the files of the sub- 
committee. ) 

Mr. Fascertt. We might want to compare the reports. I don’t 
know what we are going to do. 

Mr. Lantcan. Do you mean from the shortage in 1955 and 1956, 
until December 26, 1956, you didn’t contact the “Governor? That is 
between the early part of 1956 and the last part of 1956, to ask him 
about the water supply situation ? 

Mr. Lavst. Whenever I talked with the Governor, among other 
matters, we generally asked about the water problem. 

Mr. LaniGan. Then ever y time you talked to him—— 

Mr. Lavust. Not every time; no. 

Mr. LANIGAN. Frequently? 

Mr. Lavst. Yes. 

Mr. Lanican. What did he tell you about the water situation? 

Mr. Laust. If he knew he would tell us. 

Mr. Laniaan. If he didn’t, would he get the information ? 

Mr. Laust. He could get the information. He might. I would 
have to go to the records to see whether or not he ever followed up a 
conversation with a 

Mr. Lanican. Then you were kept informed all during 1956 as to 
the general status of the water dena ; is that correct ? 

Mr. Laust. Not ona regular basis. 

Mr. Lanican. Well, you said you asked the Governor when you 
talked to him. 

Mr. Lavst. Oh, yes; that is right. 

Mr. Laniean. Then you did know what was happening? 

Mr. Laust. Well, he would know. He might say, “We have 
5,000,000 gallons today.” I mean that sort of a report. 

Mr. Lanican. When Mr. Galiber was Hacniel: did you recom- 
mend or suggest to the Governor that he be discharged ? 

Mr. Lavst. I strongly suggested it. 

Mr. Lanican. When did you do that? 

Mr. Lavst. I couldn’t tell you the date. Whatever date Mr. Gal- 
iber left, it occurred about 3 days before that. 

Mr. Laniean. Did the Governor have any objection to this sugges- 
tion ? 

Mr. Lavust. No. As a matter of fact, the Governor had talked in 
the past—I am going back 3 or 4 or 5 months—of dispensing with Mr. 
Galiber’s services, for other reasons. 

Mr. Lanitaan. He was made permanent on July 1, was he not? 

Mr. Laust. That is not a permanent job. 

90694—57——45 
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Mr. Lantaan. He was given the position of commissioner on July 
1, 1956. That is what he testified. 

Mr. Lavst. I believe that is right. He was confirmed in the last 
legislature which adjourned in the middle of June; yes, that is right. 

“Mr. Lanican. And then within about a month after that you were 
recommending that he be—2 months after that you were recommend- 
ing that he be ‘fired ? 

Mr. Lavst. I didn’t recommend it 2 months after he was hired. 

Mr. Lanigan. You said you were asking about it about 5 
months 

Mr. Laust. I said the Governor himself had talked to me about 
dispensing of Mr. Galiber’s services back last August. 

Mr. LAnican. That is, within 1 month after he appointed him, he 
wanted to dispense with his services? 

Mr. Laust. Actually he was appointed permanently, I believe— 
your July 1 date may be correct, but he had been acting commissioner 
since, oh, 3 or 4 months before that. He was appointed acting com- 
missioner before the legislature met last April. He was in that 

capacity when the legislature was in session. The legislature con- 
firmed him. 

Mr. Lanigan. Was Governor Gordon dissatisfied with him when 
he was acting commissioner ? 

Mr. Laust. No; Iw ouldn’t go so far as to say he was dissatisfied at 
that time and I can tell you why he wasn’t. We knew that Mr. Gali- 
ber, when he was appointed in the job as acting commissioner, was a 
young man, and had a rather good educational background in engi- 
neering. He had very little experience and we were very fearful “of 
that. We even possibly suggested to the Governor that maybe he 
should wait on this man though he was pretty young, he was a good 
man to bring along. 

At that time, we had the Virgin Islands public works office still in 
existence in the Virgin Islands. That was a Federal operation. That 
office has constructed about $12 million of public works. The schools 
and hospitals, you see, were all constructed under the Virgin Islands 
public works program. That office was about to liquidate. We made 
it possible for Mr. Mooney, who was head of that public works office, 
to sort of guide Galiber along and give him all the help he could, in 
Mr. Galiber’s own work. We hoped to give Mr. Galiber the benefit 
of the experience and training of Mr. Mooney who had had many 
years of training. 

So during that period things went along pretty good. Mr. Galiber 
made very “few moves without consulting with Mr. Mooney and it 
was a very good arrangement, but that was only temporary, we knew 
that. 

Mr. Lanigan. Were you consulted before he was appointed in his 
regular position as commissioner ? 

Mr. Lavst. When he was made acting commissioner? 

Mr. LAantGan. When he was made acting commissioner ? 

Mr. Laust. No. 

Mr. LanicaAn. You weren’t consulted about that ? 

Mr. Lavst. No. 

Mr. Lanican. Did you know he had been nominated prior to the 
time he was confirmed and took office ? 
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Mr. Laust. Nominated for what? 

Mr. Laniean. For commissioner. 

Mr. Lavst. I don’t understand what time you mean. He was made 
acting commissioner in October 1955 or September 1955. I had never 
Sank of Mr. Galiber at that time. I didn’t know who he was. 

Mr. Laniaan. Now, there was some testimony in the record that 
actually there were two barges that were involved in running water 
for the Virgin Islands. I think there was testimony that there was 
first a barge gotten out of mothballs by the Navy at a cost of about 
$50,000, and that barge was not actually used but subsequently another 
barge was purchased, is that correct ? § 

Mr. Laust. Well, what happened there, they were trying to find 
some way 

Mr. Lanican. Am I correct, was the $50,000 expended on a barge 
that was not used? 

Mr. Lavst. That is right. 

Mr. Laniean. Could you tell us why? 

Mr. Laust. This was in the period after the 1955 shortage. The 
Navy had told us that we could not count on their help in any fu- 
ture shortages unless it became a case of endangering the health and 
the welfare of the people, that they had other commitments to carry 
out and they just couldn’t drop all that to carry water back and forth 
for our people in the Virgin Islands. 

We had to find some way, while this Gibbs & Hill study was under- 
way, to face any shortage that might come up in that period. The 
Governor asked us to check with the Navy to see if there was any 
possible way of picking up a surplus water barge or a boat they might 
have, or just find out what they might have in the way of equipment. 
We located one and the Governor asked us to go ahead with it. 

Then while that was being done, the Governor dispatched a Capt. 
Ben Yates, I believe that is his name, who is a harbor pilot in St. 
Thomas, to come up here and pick up this barge. 

Mr. Lantean. Which barge ? 

Mr. Lauvst. The Navy one. We had to take it down there. The 
Navy wouldn’t take it down for us. Certain repairs had to be made 
on it. It had to be reactivated. Captain Yates thought that that 
was not a satisfactory arrangement that was being worked out. 

Mr. Lanican. Who is Captain Yates ? 

Mr. Laust. He is the harbor pilot in St. Thomas and the Governor 
asked him to come up here with a crew. 

Mr. Laniean. To whom is he responsible ? 

Mr. Lavst. I believe he is under public works, as harbor pilot. 

Mr. Lanicgan. You are not sure whether it is public works or some 
other department ? 

Mr. Laust. I am sure it is public works. Captain Yates suggested 
that possibly a better solution would be if the government of the 
Virgin Islands would purchase a tug and a water barge, two separate 
units, and that tug could be used not only for carrying water back 
and forth from Puerto Rico, but also in bringing big ships into the 
harbor at St. Thomas. They had no tug service at all at that time. 
And using it for that purpose would also bring in some revenue to: 


help pay off the cost of the tug and the barge, as I mentioned in 
my statement. 
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We asked the Navy if we could release the Governor from that com- 
mitment on the boat and they said “yes,” but that they may have 
done about $5,000 of work on this barge. 

Well, the Governor figured that would be worth while, to go over 
to this other proposition of Captain Yates. Captain Yates found a 
tug and the barge and we got the bill from the Navy and instead of 
it being $5,000—I don’t think it was $50,000, but probably $45,000. 
1 don’ hav the exact figure. I can get that for you. It was $43,000 
or $45,000. 

Mr. Lanican. Before you went to the Navy to get this barge—did 
you do that in the Office of Territories? 

Mr. Laust. We did that for the Governor. 

Mr. Lanican. The Governor asked the Office of Territories ? 

Mr. Lavustr. Yes. 

Mr. Lanican. Was any official of the public-works department or 
Captain Yates consulted as to what would be needed and what would 
be desirable before this commitment was made? 

Mr. Lavust. Who the Governor consulted with in the Virgin Islands, 
I haven’t the slightest idea. 

Mr. Laniean. You don’t? 

Mr. Lavst. No. I just deal with the Governor. I don’t call the 
public-works commissioner or anybody else. 

Mr. Lanican. When an expenditure of $45,000 or $50,000 is made 
which is just practically wasted; you don’t investigate that? 


Mr. Lavusr. At that point we didn’t know what that expenditure 
was. 


Mr. Lanitean. You know it now. 
Mr. Lavst. It is too late now. We have the tug and the barge. 


Mr. Laniaan. Weren’t you curious to find out what happened and 
how to account for this $50,000 waste ? 

Mr. Lavst. That isthe Governor’s problem. 

_ Moss. How much was the Navy barge originally—the total 
cost ¢ 

Mr. Lavst. It wasn’t a question of purchasing it, but taking it out 
of the mothballs. 

Mr. Moss. What was the estimated cost, then, of activation ? 

Mr. Lavstr. Activation would be about $80,000, I believe. 

Mr. Moss. How was that estimate conveyed to you, was it a firm 
estimate or was it speculative only? 

Mr. Lavst. It was not firm; no. As I recall, they told us between 
$70,000 and $80,000. The Governor of the Virgin Islands set up an 
account—I believe it was an $80,000 account, and the Navy felt sure 
that would cover it. 

Mr. Moss. Was there a payment made before the Navy started to 
work on the barge? 

Mr. Lavst. The $80,000 was set up in an account. 

Mr. Moss. Now, how much did this 250,000-gallon water barge and 
its tug cost ? , 

Mr. Lavst. I would have to get those figures. 
rough estimate right now, Mr. Moss. : 

Mr. Moss. For purposes of discussion, I will take the rough esti- 
mate and ask you that you give us the correct figures later. 

Mr. Lavst. The barge, I believe, was $17,000, and the tug, I am 
really guessing, I will say $30,000. 


I can give you a 


— 
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Mr. Moss. So we have a deal entered into to purchase a Navy barge. 
I imagine that would be a self-powered unit ? 

Mr. Lavst. Yes, it was a self-propelled unit. 

Mr. Moss. And what was the the capacity ? 

Mr. Laust. I believe that was 250,000 gallons. The price of the tug 
was $115,000. I will correct that. 

Mr. Moss. Now, we will assume at the point where the Governor 
or whoever was the responsible authority—who has to authorize the 
expenditure of Island’s funds in the amount of $80,000? 

Mr. Lavst. The Governor had an appropriation of $200,000 or 
$250,000 for water purposes. 

Mr. Moss. A completely free appropriation ? 

Mr. Lavst. Yes. 

Mr. Moss. On the advice of someone he entered into an $80,000 
agreement with the Navy for a 250,000 gallon self-propelled barge? 

Mr. Lavst. Yes. 

Mr. Moss. He terminated that agreement and authorized a $132,000 
expenditure for substantially the same capacity barge, with a tug? 

Mr. Laust. Witha tug; that is right. 

Mr. Moss. Do you know whether he had estimates of revenue from 
the operation of the tug in connection with the berthing or docking 
of ships? 

Mr. Laust. The best estimate was made by this Captain Yates. 
As I said, he is a harbor pilot in St. Thomas. 

Mr. Moss. He is a pilot? 

Mr. Lavst. He testimated $30,000 or $40,000 a year would be the 
revenues from the tug. 

Mr. Moss. Had he made some firm survey, had a tug operated there 
previously ? 

Mr. Lavust. No. Many of the big ships have to anchor out and he 
thought with the availability of a tug, it could be used to bring 
some 1n. 

Mr. Moss. Instead of costing $80,000, it cost $172,000 plus probably 
$45,000 more. With another $35,000 to the Navy they could have had 
at least the same ability to supply themselves with water. Do you 
know what the revenues have been on that tug since it was acquired ? 

Mr. Laust. No, I haven’t those figures. I can get those for you. 

Mr. Fasceti. Will the gentleman yield? 

Mr. Moss. Yes. Before yielding, however, I suggest we seek the 
figures of revenue derived from the operation of the tug. 

Mr. Fascety. I think we can settle that right now because he has 
already stated it has been in operation around the clock hauling 
water. Somebody has. 

Mr. Lavst. Not from the time of its acquisition. It has been in 
around-the-clock operation since December. 

Mr. Moss. In the first 2 months it was my understanding from the 
statements a few moments ago—and I was not present at the last 
appearance of Mr. Galiber—it was my understanding that the tug 
and the barge were laid up for around 2 months for repairs. 

Mr. Fascexx. In any event, I think if they have earned any money 
we ought to know about it. 

Mr. Moss. I would like to know the amount earned because it seems 
to me that jumping from an $80,000 deal where you have in effect a 
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damage or a severance penalty of about $45,000, and plunging into a 
$132,000 deal without increasing the capacity or the ability to supply 
water, reflects very poor judgment on the part of someone. 

Mr. Brownson. If the gentleman will yield, there is one point that 
I don’t think has been brought out and that is, did the ownership or 
title change hands? How long would the Virgin Islands have had a 
right to haul water in the barge which they were paying the Navy 
$80,000 to recondition ? 

Mr. Lavst. At any time the Navy needed it for its own purposes—I 
don’t think it would happen unless in the event of an emergency. 
Then they would take it back at that time. 

Mr. Brownson. That is one consideration. Another was outright 
purchase. The other was getting it out of mothballs and loaning it. 
I think we ought to have a record of any conference with the Navy 
as to the duration of that loan. 

Mr. Laust. I do want to point out, Mr. Moss, that it would cost us 
that much, $80,000, plus that same amount to put it back. 

Mr. Fasceiu. It couldn’t be a very big emergency if the Navy 
wanted to take back a barge and put it back in mothballs. 

Mr. Lavst. There is this other thing, Mr. Chairman: There was 
other equipment on that barge that had to be taken off. 

Mr. Moss. Yes; but you say it would cost as much. Was that also a 
firm estimate by the Navy that it would cost $80,000 to reconvert to 
Navy use in the event they had to take it over? 

Mr. Lavst. Well, I guess they just estimated if it cost $70,000 to 
take it out, it would cost that much to put it back. 

Mr. Moss. Did they estimate it ? 

Mr. Lavst. It is an estimate; that is right, sir. 

Mr. Moss. To whom was that information conveyed and how was it 
conveyed ? 

Mr. Lavusr. That was conveyed by the Navy to our Office of Ter- 
ritories. 

Mr. Moss. Then you dickered with the Navy for the barge? 

Mr. Laust. For the Navy barge? 

Mr. Moss. Yes. 

Mr. Laust. Oh, yes. We went to them and asked if they had any- 
thing available we could borrow, or use. 

Mr. Moss. In effect, you negotiated the agreement between the 
Navy and the Virgin Islands government ? 

Mr. Lavst. We got the information from the Navy, passed it on 
to the Governor and said, “This is what they have, this is what it will 
cost, and what do you want us to do?” We were sort of inbetween. 
That is what happened. We were in between. 

Mr. Moss. You were the negotiator, then ? 

Mr. Laust. Yes. 

Mr. Moss. And the deal at the time then that you were able to 
secure it, was the one recommended as being of advantage to the 
Virgin Islands government? 

Mr. Lavst. I don’t beleive we made any recommendation. We just 
told the Governor, “Here is what the Navy has available. You know 
the situation on there better than we do. Is this what you want?” 

Mr. Moss. Were you consulted when the Governor decided that he 
wanted to accept the advice of the harbor pilot and switch arrange- 
ments ? 


ORR 2 
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Mr. Lavust. Was I consulted? 

Mr. Moss. Yes. 

Mr. Laust. The Governor talked to me about it. 

Mr. Moss. And did he have firm figures on this new proposal, at 
that time, in discussing it with you? 

Mr. Lavust. I believe at that time—now as I recall this was all 
verbal—Captain Yates thought or felt quite sure he could pick up a 
tug or a barge. 

Mr. Moss. In other words, this is all a very informal, easy arrange- 
ment, involving the matter of about $180,000, with no exchange of 
correspondence ? 

Mr. Laust. There may have been some correspondence with the 
Governor. Generally we tried to keep him informed by phone so we 
could keep him up to date on what was going on. 

Mr. Moss. Mr. Chairman, I would just like to observe that I am 
increasingly amazed at the informality with which they handle the 
financial affairs of the islands government, and apparently the Islands 
Corporation. It is a very happy arrangement. No one has to be too 
concerned about anything. 

Mr. Brownson. Mr. Chairman, I would be curious to have some 
firm determination as to whether the Government lost any money 
by this taking out of one pocket and putting in another when we 
are all done. That is the unusual situation. Uncle Sam with a Navy 
hat is reaching into Uncle Sam with a palm hat, into his pocket and 
transferring these funds around and in the long run the ramifications 
I think would take the GAO a year to find out what the net balance 
of this deal with the Navy was. 

Mr. Moss. It would appear on the Navy barge that someone had 

a good time taking off and putting on equipment. 

Mr. Brownson. And the Nav y possibly furnished extracurricular 
activity. When we are all done, I don’t know who did what to who. 

Mr. Fascreti. You don’t expect at any point that the taxpayer is 
going to come out all right ; do you? 

Mr. Brownson. I just want to know if one pocket got filled up as 
fast as the other one was emptied. 

Mr. Moss. It would appear to me that we spent rather freely out of 
both. We paid someone to do the work for the Navy, possibly some 
contractor. A job of that size I imagine would go by contract. 

Mr. Lavst. That was done by the Navy force in the Philadelphia 
yard, as I recall. 

Mr. Fascetn. I never did get around to this point: Was the Navy 
reimbursed or were they expecting reimbursement for this? 

Mr. Moss. They had $80,000 put up. 

Mr. Fascerx. Did they use it all ? 

Mr. Laust. They used about $40,000. 

Mr. Fasceti. Who got the rest of it ? 

Mr. Moss. Is it $40,000, $43,000, or $45,000 ? 

Mr. Lavst. I will have to check that. 

Mr. Moss. Your previous statement was between $53,000 and 
$45,000. 

Mr. Lavstr. I just received a note saying “$40,000 has been returned 
by the Navy.” I will correct the exact figures. 

Mr. Moss. I would be interested for this record to have the exact 
figures. 
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Mr. Fascett. He has already said he will supply them and we would 
like to have them. 

(The following information was furnished by the commissioner 
of finance in a memorandum to the Governor of the Virgin Islands 
dated April 5, 1957, and is as follows:) 


Amount disbursed to the United States Navy for the conditioning of 
the tug barge which it was first proposed to operate__.__._...__- $80, 000. 00 
Less refund of money returned by the Navy---.---_-.--________- 40, 256. 01 


Net payment to Navy Department for account of tug barge... 39, 743. 99 


Records indicate that the amount of $39,743.99 represents final payment on 
the tug barge, and no further refunds are anticipated. 

(See appendix N, p. 858, for letter from Secretary of the Navy and 
correspondence relating to Navy water barge transaction. ) 

Mr. Lanican. Were these negotiations with the Navy carried on in 
writing? Do you have a written agreement with the Navy or was all 
this done verbally ? 

Mr. Laust. The agreement we have with the Navy is the usual 
agreement the Navy makes with anybody who borrows one of their 
ships—if they are eligible to borrow one. There are certain require- 
ments that you have to carry out, that you are going to keep the ship 
in good shape and that you will return it, and bear all expenses to 
put it back in the shape in which you got it. 

Mr. Lanigan. Did you have any agreement with the Navy as to 
the amount, the cost that would be incurred in taking it out of moth- 
balls and in putting it back in? 

Mr. Lavust. That was to come out out of the $80,000. I don’t recall 
the exact conversation. 

Mr. Lanican. Do you have a record of those conversations ? 

Mr. Lavsi. Yes; I think we have. 

Mr. Fascett. Do you keep file memorandums on _ telephone 
conversations ? 

Mr. Lavst. Not necessarily on all phone calls, Mr. Chairman, but 
on something like this, I believe we have something. 

Mr. Fascetz. I was just wondering whether or not I should call 
your office. 

Mr. Laust. No; we pass enough papers around as it is. 

Mr. Moss. I have one further request for information: While we 
are getting this information together, I would be very much inter- 
ested in the cost of repairing the barge purchased for $17,000—I un- 
derstood it leaked and had to be laid up for repairs—and the cost of 
repairing a tug which apparently was laid up for approximately 2 
months. 

(This information also was furnished by the commissioner of finance 
in a memorandum to the Governor of the Virgin Islands, dated April 5, 
1957, and is as follows:) 


Acquisition of tug Carpeake and barge, including activation costs: 


NE NN i aa ds cessation aes ainda tg tateleoatatae kon $115, 000. 00 
I a a a i ibid sc nae Safina Stead as ete aed ip a a acl 17, 000. 00 
Repairs: 
Be IG bie ons icstasenc Shisha nateccn as honed anata $5, 910. 06 
SD Settee nba eee osige Sane wee eee 18, 500. 00 
—————-__ 24, 410. 06 
SO a waa Sha pec atl ee tan rap ose ea cael 156, 410. 06 


pe ernn ce emer 
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Repair costs since tug Carpeake and barge have been in operation : 


TE CONROE iii een cacenie ance eae $1, 525. 00 
BORED ecient cena niecsaeincisiiatenteeadiinitam iad samoaaed 651. 55 
OID esse sept tpotnin a cnet astad lm eta cas cas tna eaeaaea 2, 176. 55 


Mr. Fasceti. Did you make a note on the fact that the committee 
would like to know whether the tug was able to earn any money ? 

Mr. Laust. Yes. 

Mr. Knox. May I ask a question ¢ 

Mr. Fascetu. Yes, Mr. Knox. 

Mr. Knox. There was some question, I believe on questions that I 
raised, relative to whether they were authentic, or not, relative to the 
hearings when Mr. Galiber was here. 

Mr. Fasceiu. I didn’t raise them. 

Mr. Knox. I should like to refer to page 610 of the hearings, and 
I shall quote from the hearings. 


Mr. Knox. Mr. Galiber, on this question of a telephone conversation as a 
directive for you to do something within your department, you testified here 


earlier in the day that you kept notes in your office on these telephone conversa- 
tions with the Governor’s office. 


Mr. GaLiser. I said on water. 


_Mr. Fascett. That is right. He submitted those for the record, 

sir. 

Mr. Knox. No, he did not submit them for the record, Mr. Chairman. 

Mr. Fascett. Maybe I am wrong, but he submitted a list of daily 
water conditions. 

Mr. Brownson. He read off the daily water level tables but he said 
in addition that his secretary kept notes when she called the secretary 
of the Governor and to continue the testimony she said : 


Mr. Knox. You just keep it on water? 
Mr. GALIBER. Just on the daily water storages, we kept buck slips. 


This woman should have something down there as a basis for these 
telephone conversations that she made to the Governor’s secretary. 

(Copies of the daily water records appear in appendix J, p. 848.) 

Mr. Laniean. Could I just point out something: Mr. Galiber is 
no longer connected with the office and, of course, he cannot give us a 
record. I think the proper thing to do would be to ask Mr. Lausi 
to get those records for us because, after all, Mr. Galiber has no 
control over them. 

Mr. Brownson. That is obvious, but we need not worry about trans- 
porting this young lady up here if the information she relayed over the 
telephone was information on which she made buck slips. 

Mr. Fascetu. I thought we had pretty well settled the point because 
Mr. Lausi submitted to us an identical report which he got from the 
Governor. Somebody got it. 

Mr. Brownson. On that point, the reports are not exactly identical. 
That is another problem. 

Mr. Galiber’s reading into the record, “December 24, 1956, 6 days’ 
supply.” 

Do you have your records before you? I don’t think the report of 
Mr. Galiber ties in with this one, in every case. 

“December 24, 1956, We had 6 days’ supply; 28, 3 days’ supply.” 

Mr. Lavst. Yes. 
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Brownson. One, 4 days’ supply; second, 4 days’ supply; third, 


3 days’ supply. 
Mr. Lavst. Third, he has 3 days. 


Mr. Brownson. He has 3 days here. And the fourth, 2 days’ 
supply ? 

Mr. Lavst. Right. 

Mr. Brownson. The seventh, 7 days’ supply ? 

Mr. Laust. Yes, sir. 

Mr. Brownson. The eighth, 2 days’ supply ? 

Mr. Lavst. Yes, sir. 

Mr. Brownson. The 9th and 10th, 2 days’ supply. 

Mr. Lavst. Yes, sir. 

Mr. Brownson. The 11th, 4 days’ supply. 

Mr. Laust. Yes, sir. 

Mr. Brownson. The 14th, 6 days’ supply. 

Mr. Lavst. Yes, sir. 

Mr. Brownson. The 15th, 414 days’ supply. 

Mr. Lavust. Yes, sir. 


Mr. Moss. I read that and I was going to ask a question on it because 
I believe your original testimony was that in phoning on the 26th, the 
Governor reported to you that he had a 10-day supply. 


Mr. 


Mr. 


Lavust. That was the report Mr. Galiber gave him, yes, sir. 
Moss. You just confirmed a figure of less than i0 days, Mr. 


Galiber read into the record on December 26—— 


Mr. 


Brownson. On the 24th he had 6 days, and then his testimony 


skips the whole holiday weekend until the 28th, and said “We had 
5 days.” That is the discrepancy that I had in the back of my mind, 


too. 
Mr. 


Lavst. On the 28th, he shows 5 days’ supply here, and the Gov- 


ernor told me definitely that he had 10 days’ supply. 


Mr. 
Mr. 
Mr. 


Mr. 
Mr. 


Lanican. The Governor told you there were 10 days? 
Lavust. That is what he got from Mr. Galiber. 

Lantcan. How do you know ? 

Laust. I just have to believe the Governor. 

Fasceti. But this report that you have already submitted in 


evidence to the record came from the Governor’s office, did it not ? 


Mr. 
Mr. 


Lavst. On February 7, yes. 
LaniGan. Then how do you know that Mr. Galiber didn’t tell 


the Governor there were 6 days’ supply and the Governor told you 
there were 10 days’ supply? 


Mr. 
Mr. 
Mr. 


Lavst. I don’t know that. I would believe the Governor. 
Fascetu. The inference is that you don’t believe Mr. Galiber? 
Lavst. No, I don’t know what Mr. Galiber said, I haven’t the 


slightest idea. 


Mr. 


Lanigan. Did you ask the Governor the source of his infor- 


mation at the time of your December 26th conference ? 
Mr. Lavust. The exact. conversation was that “I just called Mr. 


Galiber and we have 10 days’ supply.” 
Mr. Lanican. And you rely on what the Governor told you? 


oe 


Mr. Lavst. Do you have any choice, or do I have any choice? 
Mr. Moss. I would be interested on this point—it is rather a minor 


one, but yet somehow it seems to me in context with the discussions 
here, it is rather important. 
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Now, on the 28th according to the testimony read into the record 
by Mr. Galiber, I think there was 5 days. 

Mr. Brownson. That is right. 

Mr. Moss. According to figures you received from the office of the 
Governor, there were 5 days. On each of the days referred to in the 
testimony of Mr. Galiber, and that which you received from the 
Governor they are in accord except 1 day where Mr. Galiber reports 
3 days and you have 2 days recorded. That could be an error in 
transcribing, I am not certain. We would have to check. But 
there are enough dates given to indicate that his records and the 
records recieved from the Governor are the same. 

Now, if the Governor then in a telephone conversation indicated 
to the contrary, I would say on the basis of that report and the basis 
of this record, there is no reason to assume that Mr. Galiber had not 
told the Governor correctly because the records in the Governor’s 
office would indicate that they are in substantial agreement. 

Mr. Brownson. Except that there is no recorded report on the 
26th as to the date of that phone call. 

Mr. Moss. Wasn’t he giving a selective list there, rather than a 
complete list ? 

Mr. Laust. No. I think actually what he was doing was not taking 
the weekends and holiday periods in here by the looks of the dates. 

Mr. Moss. I know some reference there to difficulty in securing 
help to run the barge during holiday periods. 

Mr. Laust. Apparently they shut down on the day after Christmas 
as well as Christmas Day, which would account for there being no 
report on the 26th. 

Mr. Lanican. Did you make a record of the conversation between 
you and the Governor on December 26? 

Mr. Lavst. No, sir. 

Mr. Laniean. You have no memoranda or other record ¢ 

Mr. Lavst. No, sir. 

Mr. Lanican. You rely entirely on your memory as to the details 
there ? 

Mr. Lavst. He may have sent a follow-up telegram, I will check 
that. I don’t recall that he did. 

Mr. Lanican. Now, I notice in your report you refer to the situa- 
tion of —— 

Mr. Knox. Mr. Lanigan, are you through on that subject matter of 
the barge? 

Mr. Lanican. Yes. 

Mr. Knox. May I ask a question ? 

Mr. Fascetu. Surely, go ahead. 

Mr. Knox. May I refresh the committee and also inform the mem- 
bers of the Interior Department who are here today of Mr. Galiber’s 
statement when I interrogated him relative to the water condition on 
the islands when I was there in December. This is a direct quote 
from page 596 of the hearings. 

Mr. Knox. Mr. Galiber, you attended the hearings on the Virgin Islands in 
December? 

Mr. Gaiser. Yes, I did. 


Mr. Knox. Do you recall the questions that the staff and congressional 
delegation asked the witness relative to the serious water condition on the 
Islands? 
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Mr. Gatrser. I recall the questions that were asked me when I was on the 
stand. That is the only session I attended when I was there. 

Mr. Knox. At any time, did the Governor of the Virgin Islands, Mr. Gordon, 
instruct you to withhold information that the subcommittee should have? 

Mr. Gatrser. Never instructed me to withhold information. 

Mr. Knox. Therefore, you did not give the subcommittee the information that 
you are giving at this time with regard to the condition of the barge and the 
condition of the water supply? 


Mr. GALIBer. I could not answer that “Yes,” or “No.” I can say this: At the 
time I gave my testimony in December, it was highly probable—very highly 
probable that the tugboat and barge may have worked out, had we gotten 6 
inches of rain in January, which isn’t possible. There would then have been 
no water crisis in the Virgin Islands. 

Mr. Laniean. I just think there may have been a word wrong there. 
Did you say “which isn’t possible” ? 

Mr. Knox. “Probable.” 

Mr. Moss. You read it correctly from the record: “which isn’t 
possible.” 

Mr. Knox. Well, I know. This is the record. This is the testi- 
mony of Mr. Galiber. 

Mr. Fascetu. He is reading the same record. 

Mr. Moss. We weren’t debating the point, Mr. Knox, we were 
agreeing. 

Mr. Fascecy. Go ahead, Mr. Lanigan. 

Mr. Laniean. On this question of a possible conflict of interest. in- 
volving Mr. Bornn which you mention, here, and you state the same 
set of facts exist today as in 1949. Is that all you have to say on the 
subject ? 

Mr. Lavst. That is all I have tosay. If you have any questions I 
will be glad to answer them. 

Mr. Lanican. Is it your assumption that if something existed in 
1949, it is all right? 

Mr. Lavst. I am not saying that it was right today or right in 1949. 
I don’t think there is a conflict of interest. I don’t think there was 
in 1949 and I don’t think there is today. 
ae Brownson. He apparently means, if it is evil, it is a bipartisan 
evil. 

Mr. Lantean. Is that what you are trying to get at—that it might 
have occurred under two administrations? 

Mr. Lavst. No, sir; it isnot, Mr. Lanigan. 

Mr. Laniean. Then why do you say it? 

Mr. Lavst. Because Mr. Bornn was appointed in 1949. That is the 
reason I mentioned that date. He was appointed in 1949. 

Mr. Fascetz. The point, however, Mr. Lausi, is, Is there a conflict 
of interest or isn’t there ? 

Mr. Lavst. I don’t think there is. 

Mr. Fasceti. On what basis do you make that statement ? 

Mr. Lavst. Mr. Chudoff made a statement, I believe, on the floor 
of the House as to the possible conflict of interest. 

Mr. Fascetu. Do I interpret your statement correctly—that is, that 
on this written statement you are disposing of the whole matter? 

Mr. Lavst. No; not at all. 

Mr. Fascetz. What do you intend to do about it, if anything? 

Mr. Lavst. I don’t intend to do anything about it. 

Mr. Fascetx. That is all I want to know. 

Mr. Laniean. Do you intend to ask for a solicitor’s opinion ? 


: 
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Mr. Moss. I thought there was a GAO report on this, and that they 
indicate—— 

Mr. Fasceuu. He has already said he wont’ do anything about it. 
Let’s go on to something else. 

Mr. Moss. I would like to go into it further, with the indulgence 
of the Chair. 

Mr. Fascetxi. I didn’t realize you wanted to inquire. Go right 
ahead. 

Mr. Moss. I was interested in the statement of GAO on this point 
of the possible conflict of interest. 

Mr. Lanican. We dont’ have their old report. They testified that 
they had raised that question twice—I believe in 1953 and 1954—and 
since nothing was done about it, they no longer raised the question. 

The report that we have from 1955 and 1956-—— 

Mr. Moss. Then your office felt that the comment of the GAO was 
unworthy of attention ? 

Mr. Laust. Well, Mr. Moss, that is a matter for the Board of Direc- 
tors of the Virgin Island Corporation to take up, and they did, based 
on the GAO report. They just disagreed with the GAO report and 
did nothing on it. 


Mr. Moss. Do you have any authority at all over the Virgin Islands 
Corporation ? 

Mr. Lausr. No; I am just secretary to the Board. I am not a mem- 
ber of the Board. Anything to be done on this is not for me; it is for 
the Board of Directors. 

Mr. Lanican. Doesn’t the Secretary have general supervision of 
the Virgin Islands Corporation by statute ? 

Mr. Laust. I don’t think he does, Mr. Lanigan. I don’t know. 

Mr. Moss. You are the secretary. 

Mr. Laust. Secretary to the Board of Directors. 

Are you speaking of the Secretary of the Interior ? 

Mr. Lanican. The Secretary of the Interior. 

Mr. Lavst. Does he have general supervision over the Board of 
Directors ? 

Mr. Lanican. Over the Virgin Islands Corporation. 

Mr. Lavst. I couldn’t answer that. 

Mr. Moss. You as Secretary of the Board of Directors represent 
the Secretary of the Interior, do you not? 

Mr. Lauvst. I represent the Board. Just what a secretary does. 

Mr. Moss. Your appointment is by reason of your office as 
Director 

Mr. Laust. No, by reason of the Board’s action. 

Mr. Moss. Oh, the Board selects you ? 

Mr. Laust. Yes. 

Mr. Moss. Then to understand your position better, you say it isn’t 
a conflict of interest and even if it was, it happened in 1949 and 
therefore being a bipartisan sin, it is not sinful. Is that a proper 
statement ? 

Mr. Laust. The only thing I had in mind in saying was that the 
same set of facts which existed in 1949 when the man was appointed, 
exist today. 

Mr. Brownson. Mr. Chairman, this brings up one point, if the 
gentleman will yield briefly. The legislation setting up the Virgin 
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Islands Corporation requires that a certain number of these Board 
members shall be businessmen present in the Virgin Islands, I believe. 
It makes me wonder if it is possible for any businessman livi ing in the 
Virgin Islands to take one of these jobs in that compacted economy 
and not have a possible conflict of interest. 

Possibly we have discovered a legislative flaw here which needs 
correction. We may be drivin these directors into a position where 
a conflict of interest is inevitable, if we follow the legislation. 

Mr. Fascextxu. That is very true. 

Mr. Moss. I was primarily interested in the statement that be- 
cause—as I interpret, because it was true in 1949 and it is true today, 
it is pretty good proof that there is nothing wrong. But I might 
make the observation there, there are things that ha pened i in 1949 that 
I don’t think were proper and the fact that they hasieielied then and 
happen again now still doesn’t persuade me they are right. 

Mr. Brownson. We have used that rationale even on foreign policy. 

Mr. Moss. I even use that on foreign policy. I found some disagree- 
ments then and I find they are not cured now. 

Mr. Fascetu. Do you have any further questions, Mr. Moss? 

Mr. Moss. No, I haven’t. 

Mr. Lanican. The other question I have regarding the conflict of 
interest involves Mrs. Bartlett, the wife of the president of the Cor- 
poration. He testified that you raised a question of him as to the 
propriety of her employment by a shipping company which shipped 
Virgin Islands sugar. First of all I would like to know how you 
discovered this employ ment ? 

Mr. Laust. How I discovered it? 

Mr. Laniean. Yes. 

Mr. Lavst. No. 1, it appeared in the papers, and second, I received a 
letter from a personal friend who mentioned it as a matter of personal 
interest to me. 

Mr. Lanican. Do you have any question as to the propriety of that 
relationship ? 

Mr. Lavst. I asked Mr. Bartlett for an explanation of the facts in 
the situation. 

Mr. Laniean. And then you felt it was necessary to take the matter 
up with the administrative assistant’s secretary; is that correct? 

Mr. Lavsr. That is right. 

Mr. Lantean. What then occurred ¢ 

Mr. Lavst. As I recall, Mr. Bartlett was due to come in within a 
short time after that and Mr. Beasley suggested we wait until Mr. 
Bartlett came in and we would talk about it, which we did. 

Mr. Bartlett spent considerable time with Mr. Beaseley and we went 
over the whole situation and Mr. Beaseley determined there was no 
conflict of interest and that was the end of it. 

Mr. Laniean. You did feel it necessary to take time to get a full 
explanation ? 

Mr. Lavsr. Oh, ves; absolutely. 

Mr. Lantean. Why? 

Mr. Lavst. Well, I don’t wan’t to stick my neck out. 

Mr. Lanican. You have some doubts about it now? 

Mr. Lauvst. It is not a question of having doubts. TI just believe in 
consulting with my superiors. 
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Mr. Lanican. Now are you aware of the executive order 14 which 
was issued by the Governor which prohibited employees of the Virgin 
Islands government from testifying before the finance committee of 
the legislature after the legislature had adjourned in 1956? 

Mr. Laust. In a general way, but now Mr. Lanigan, you are getting 
into questions where the Governor should be here to answer and not I. 

Mr. Lanican. I just want to ask you this and I realized that may be 
a problem: Were you consulted prior to the issuance of that order as 
to whether or not these employees should testify ? 

Mr. Laust. I don’t think so. I would like to look at the files to see 
if we had any letter. As I recall we did not. 

Mr. Lanican. Did the Governor ask for any legal opinion from 
the Solicitor of the Department as to whether or not the legislature 
had power to set up a finance committee to investigate ? 

Mr. Lavst. I think so. 

Mr. Lanican. You think there are written opinions ? 

Mr. Laust. As | recall, yes. 

Mr. Lanican. Can you furnish us with a copy of that ? 

Mr. Laust. Yes. 

(The legal opinion has been placed in subcommittee files. ) 

Mr. Lanican. And a copy of the Governor’s request ? 

(The subcommittee was informed by the Department of the Interior 
that the Governor’s request was a verbal one.) 

Mr. Laniegan. Now the Governor recently employed an administra- 
tive assistant, Mr. Cunning. Do you know Mr. Cunning? 

Mr. Laust. [knowofhim. Idon’t know him. 

Mr. Laniean. Was he employed directly by the Governor or through 
your division ? 

Mr. Laust. He is a Federal employee and under the procedures 
established we have to approve the appointment simply because he is a 
Federal employee of a certain grade—above a certain grade. The 
selection is made by the Governor. We do not try to tell the Governor 
whom he should hire. 

Mr. Lanican. What grade does he hold ? 

Mr. Laust. GS-12. 

Mr. Lanigan. Did you pass on his experience and qualifications for 
the position for which he was hired ? 

Mr. Lavust. Did I? 

Mr. Laniean. No. 

Mr. Laust. No, I couldn’t tell whether a man is qualified for a partic- 
ular job or not, not in a general job like this, no. 

Mr. Lanican. Who passes upon the qualifications ? 

Mr. Lavst. I don’t know what you are getting at. Here is a man 
the Governor wanted to hire and he hired him. 

Mr. Laniean. That is what I wanted to know, did the Governer 
select him ? ; 

Mr. Laust. Yes, the Governor selected him. 

Mr. Lanigan. Did you make any recommendation regarding him? 

Mr. Laust. No, not at all. We don’t try to tell the governors who to 
hire unless we know it is somebody he shouldn’t hire. That is the 
only exception. 


Mr. Moss. How would you determine it was someone he should not 
hire? 
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Mr. Lavst. We have regular investigative checks made. 

Mr. Moss. You mean someone who might be a security risk ? 

Mr. Lavst. Security or unsuitability. 

Mr. Moss. I understand the Executive order which sets up the 
security program lumps the categories of suitability and security 
together, so 1t would be a security risk. That would be your only 
interest. 

Mr, Laust. Yes. If the Governr said “I would like to hire this 
man,” we would not give a definite statement that he is hired; we would 
make the check first. 

Mr. Moss. You would have the check made by the Civil Service 
Commission ? 

Mr. Lavst. I think the Civil Service Commission makes all investi- 
gations. 

Mr. Moss. And reports back to you? 

Mr. Lavstr. Yes, sir. 

Mr. Fascetyi. The net effect of that is that you actually pass on 
all personnel, then, because otherwise you would have no way of in- 
vestigating those of whom you were doubtful. 

Mr. Laust. If the jobs are sensitive they require the investigation. 
Tf not, it is pretty much up to the Governor. 

Mr. Fascetx. All executive and administrative people are in sensi- 
tive jobs, are they not, down there ? 

Mr. Lavst. I believe they are down there. There are only a couple 
involved, the Governor’s personal secretary and the administrative 
assistant, and 1 or 2 others in his immediate office. 

Mr. Fascety. Mr. Moss, do you have any further questions ? 

Mr. Moss. No questions. 

Mr. Fascett. Mr. Knox? 

Mr. Knox. No questions. 

Mr. Fasceiz. Mr. Brownson? 

Mr. Brownson. Somewhere, I understood you to say that the Gov- 
ernor had been thinking about letting Mr. Galiber go for some time. 

Mr. Lavst. Yes, sir. 

Mr. Brownson. Am I correct in that conclusion? TI don’t remember 
the exact wording. 

Mr. Laust. Yes, sir. 

Mr. Brownson. The only things that have been discussed here about 
Mr. Galiber have been largely in his own appearance when he pre- 
sented his master’s thesis on Turpentine Run, and his statement about 
the water problem. 

Do you know anything about these factors that may have led the 
Governor to want to discharge Mr. Galiber over a period of some 
time? 

Mr. Lavst. Yes. I might give you one incident, Mr. Brownson. 
It is commonly referred to in the Virgin Islands as the Ninth Street 
job. Ninth Street is 1 street of possibly 5 or 6 in a rather compact 
area. All these streets other than Ninth Street, have several houses— 
Seventh, Eighth, Sixth Street—dirt roads. 

The legislature passed a bill to pave Ninth Street. Ninth Street 
contains either 1 or 2 houses. The street was paved. It is a very 
short street. I would say probably in complete length less than 
1,000 feet. The street cost $29,000 to pave. They had no plans for 
the construction of that pavement except some penciled drawings. 
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Driveways were put in at every hundred feet, I believe. It is Mr. 
Galiber who instructed the men to put in a driveway every hundred 
feet. They put in square driveways. They had to change that and 
round them off. It later developed that Mr. Galiber owns some lots 
on Ninth Street, and that kind of aroused the attention of a lot of 
people in the Virgin Islands. On top of that, I might add that we 
don’t even have title to the property on which the street was built. 

Mr. Brownson. Who owns the property ? 

Mr. Laust. It belongs to an estate. They are willing to donate the 
property. There is no question about it, but it now has to be accepted 
by the legislature. 

Mr. Brownson. But it was not cleared before the road was built? 

Mr. Lavst. The street was in there before it was learned we didn’t 
have title to the property. 

Mr. Brownson. Would that have been Mr. Galiber’s responsibility ? 

Mr. Lavst. That is Mr. Galiber’s responsibility, in my opinicn. 

Mr. Brownson. Were there any other incidents of this nature? 

Mr. Lavst. There is one other that came up just recently. We are 
extending a waterfront road in St. Thomas. In the extended part it 
was necessary to obtain title to about an acre and a half of land. 
That land is located in probably the poorest section of St. Thomas. 

Mr. Brownson. You mean poorest in terms of economic conditions 
of the people who live there? 

Mr. Lavst. Yes. We understand $16,300 was paid for that acre 
and a half of land. Now, we have asked the Governor to give us a 
full report on exactly what happened, to pay such an exorbitant price 
for that little piece of land. 

Mr. Kwox. May we ask who held title to the property before it was 
purchased ¢ 

Mr. Lavsr. Mr. Ben Bayne, who, I believe, is an officer of the Vir- 
gin Isle Hotel. 

Mr. Brownson. Was the determination of that purchase price a 
part of Mr. Galiber’s responsibility ? 

Mr. Lavst. Yes, sir; and, as I understand, in a preliminary way 
he was told to obtain an appraisal; to see the United States attorney, 
and make all the necessary arrangements for the appraisal, and so 
forth. From what we know now, that was not done. The asking 
price was paid, $16,300. 

(Mr. Galiber’s explanation appears in appendix O, p. 862.) 

Mr. Brownson. The Governor had, to your certain knowledge, 
other reasons for considering Mr. Galiber’s services in his present 
job in public service besides the hauling of water. 

Mr. Laust. Yes. 

Mr. Knox. Will you yield there? 

Mr. Brownson. Yes. 

Mr. Knox. Was there some question about the construction of 
marine barracks where it cost a quarter of a million dollars when the 
first estimate was $75,000? 

Mr. Laust. Yes. This particular building of which you speak is 
the old marine barracks. The legislature, in talking to the Governor, 
thought they would like to have a little better quarters for their meet- 
ing place, and the Governor obtained an appropriation from the leg- 
islature for the purpose of rehabilitating this buildimg, and rebuilding 
it, and the estimated price was $70,000. 

90694—57——46 
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They started out, and the $70,000 wasn’t enough, so they had to 
get another appropriation of something like $100,000. I believe even 
that was not enough. As I recall, there was a third appropriation of 
$50,000, so the reconstruction fo this building insead of costing $70,000 
has cost something over $200,000. 

Mr. Kwox. The testimony we received from Mr. Galiber and pos- 
sibly other witnesses on the Virgin Islands in December, indicated 
that the cost was $250,000. 

Mr. Lavst. It may go that high. 

(Mr. Galiber’s letter follows :) 





Mr. LANIGAN: These photographs are for presentation to the subcommittee for 
their information and guidance: 


i AR a etm ec oe ya ag te A A $193, 000 
Par SEP meee DON eda on ewe eau ceed 15, 000 
mit ape ee Geen ee) a aa ae eee ee eee eked $13. 40 


Average construction cost in the Virgin Islands is $15 to $20 per square foot, viz: 
schools and hospitals done under Public Law 510, new construction, rehabilita- 
tion costs are usually more than for new construction. 


(Signed) GALIBeEr. 
(A second photograph enclosed with this letter is in subcommittee 


files. ) 

Mr. Brownson. There were offices for the legislature. 

Mr. Knox. That is right. 

Mr. Brownson. I don’t know, with what is going on here on Capitol 
Hill, whether we are in a position to criticize them for spending 
$250,000. 

Mr. Fascen. I didn’t understand he was criticizing the legislature. 

Mr. Knox. Was there another question relative to the use permit 
that the Virgin Islands government had with the Navy for the taking 
of stone from the quarry ¢ 
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Mr. Lavst. There are two stone quarries, Mr. Knox, located on 
Navy property which is now under our jurisdiction. One quarry 

had been operated for several years by the Virgin Islands govern- 
ment. That is where they obtain their stone for the government 
projects. The other quarry is operated by an individual, Mr. Ben 
Bayne. He has been operating there for some years. 

We had to request the Governor to discontinue operations on the 
quarry that was being used by the Virgin Islands government, for 
two reasons: We had no authority to remove more stone. The Navy 
had given us authority to take, I believe it was, 50,000 or 75,000 nent 
yards, and they already exceeded that amount. 

Another reason we suggested to the Governor—I should say we 
told him—to not continue the operation because the cost of producing 
the stone, or removing the stone, was something like $9 or $10 a cubic 
yard, when we could buy the same material for $6 a yard. We thought 
that was a little wasteful. 

The other quarry—that is the one you have in mind—we discon- 
tinued Mr. Bayne taking stone from that quarry until we had obtained 
authority from the Navy to remove 75,000 cubic yards from that 
quarry, but we had to let that out on bids, not on a negotiated basis, 
and Mr. Bayne was the only bidder in that case, and he is now 
operating the quarry again. 

Mr. Knox. I should like to ask one further question. Apparently, 
the testimony that we have received relative to the operations of the 
Virgin Islands government through the public-works program and 
concessions that have been made directed attention to the Virgin 
Islands Hotel; people who are a part of the Corporation seem to 
become involved in practically every operation that is taking place 
on the Virgin Islands Hotel. Is that a true statement ? 

Mr. Laust. I wouldn’t want to say, Mr. Knox. I do know that the 
group that operates that hotel has considerable holdings. They 
are in different businesses. I mean, the various members. Mr. Bayne 
has several other businesses besides the hotel. He owns the rock 
quarry and other businesses. 

Mr. Knox. Then the question of the waterfront highway was one 
of the reasons for the Governor removing Mr. Galiber from his 
position as commissioner of public works # 

Mr. Lavst. Well, you might say that that was the straw that broke 
the camel’s back. 

Mr. Fascrtz. I thought you said you just found out about it. 

Mr. Laust. Well, I say just found out—it goes back a few weeks. 
The Governor was away at the time. I am not sure of the dates as to 
when the transfer was made. 

Mr. Fascetu. Before you accuse a man, let’s be sure of the dates. 

Mr. Laust. I know the property sold for $16,300. 

Mr. Fascett. Are you testifying or are you not testifying that this 
was the cause that the Governor used to remove Mr. Galiber from 
office? That is all I want to know. 

Mr. Laust. As I indicated, the Ninth Street job—— 

Mr. Fascety. I am not saying that. In direct answer to questioning 
of Mr. Knox, you said that was the straw that broke the camel’s back. 
Now, what do you mean by that? You tell me so I won’t get the 
wrong inference. 
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Mr. Laust. No, I don’t want you to get the wrong inference, Mr. 
Chairman. I would say that is probably one of the reasons. I haven’t 
talked to the Governor. I would say that is one of the reasons. 

Mr. Fascetu. You are surmising. You don’t know. 

Mr. Laust. That is right. 

Mr. Fascety. That is all. Are there any other questions? 

Mr. Knox. Yes. On page 615 of the hearings, I should like to quote 
from the record. 

Mr. Knox. In your position as commissioner of public works, you were re- 
sponsible for all public works on the islands? 

Mr. GALIBER. All public works on the Virgin Islands. 

Mr. Knox. Water shortage was not the only problem that was confronting 
your department. 

Mr. Gaviper. That is correct. 

Mr. Knox. You were in charge of the new highway construction along the 
water front? 

Mr. Gaviser. That is correct. 


Mr. Moss, do you have any questions? 

Mr. Moss. Yes, I have some questions. I was absent from the last 
2 sessions of the hearing but as I understand now, you have cited 3 
and possibly 4 reasons which led Governor Gordon to discharge Mr. 
Galiber as commissioner of public works. I want the record to show 
that I am in no way partisan for either of the gentlemen. 

I know Governor Gordon and I have great respect for him. He is 
a fellow Californian who rendered great service to my State over a 
period of a great many years. I haven’t met Mr. Galiber. I listened 
to one morning’s testimony. I believe I know the politics of the Gov- 
ernor. I haven’t the slightest idea of the politics of Mr. Galiber but 
it seems to me that there is inherent in your statement some rather 
serious implications which I don’t like to see on the record about any- 
one unless they are substantiated. 

Now this paving of Ninth Street, certainly this project was au- 
thorized by the Legislature of the Virgin Islands. Does the Gover- 
nor approve the acts of appropriating money by the legislature? 

Mr. Caden. Yes. 

Mr. Moss. Was the Governor who approved that appropiration for 
the paving, Governor Gordon ? 

Mr. Lavst. I would have to check that because there were two bills 
involved. 

Mr. Moss. The funds could not have been expended for that purpose 
without proper authorization. 

Mr. Lavst. That is right. 

Mr. Moss. And having been authorized, it would then be the re- 
sponsibility of the commissioner of public works to proceed with the 
work in accordance with law, is that correct ? 

Mr. Lavst. That is right, sir. 

Mr. Moss. Then what impropriety are we to conclude was commit- 
ted or improper act was committed by Mr. Galiber in that instance? 

Mr. Lavst. Well we feel that Mr. Galiber should have at least 
informed the Governor of the situation. 

Mr. Moss. What situation ? 

Mr. Lavst. That he owned property on Ninth Street. 

Mr. Moss. Well the legislature authorized it. If my city council 
authorizes the paving of the street in front of my house, I don’t feel 
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I am called upon to inform anyone about it. That is their action. I 
-don’t control the council. Is the inference that Mr. Galiber controlled 


the legislature and improperly lobbied them to secure this preferen- 
tial treatment? 


Mr. Lavst. No. 

Mr. Moss. Then I think it is highly improper to infer as you have, 
or to place a statement in the record in a manner which leads me to 
infer that there was improper action on the part of Mr. Galiber. I 
think you should be more careful of a man’s reputation than to do a 
thing of that kind. 

In other words, the paving of Ninth Street was in accordance with 
law and was an expenditure properly authorized by the Legislature of 
the Virgin Islands and used to carry on the work? 

Mr. Lavst. That is right. 

Mr. Moss. And was the work under contract ? 

Mr. Laust. No, sir; it was done by force account. 

Mr. Moss. Is that contrary to custom? 

Mr. Lavst. No; it is not contrary to custom. 

Mr. Brownson. Will the gentleman yield for one point that I think 
‘is germane? 

Mr. Moss. I yield. 

Mr. Brownson. Did the act of the legislature specifically authorize 
the paving of Ninth Street, per se? 

Mr. Laust. I want to check that, Mr. Brownson, because certainly 
there are two bills involved. The first bill was just a lump sum 
amount for roads and highways, St. Thomas, $156,000 or some such 
sum. Then I think there was a later bill. 

Mr. Brownson. In the one case it is conceivable that the Governor 
and/or the commissioner of public works may have had to make a 
decision as to what street to pave. 

Mr. Lavst. But there are other jobs involved. 

Mr. Brownson. In the other case the legislature would have made 
the decision and I think Mr. Moss’ question is well taken. 

Mr. Moss. I asked the question, was this authorized by law and the 
response was yes, it was authorized by law. 

Mr. Brownson. I would like to see the terms of reference of the 
law to determine the amount left to the discretion of the people 
concerned. 

Mr. Moss. I agree with you. However, I feel the statement made 
by Mr. Lausi, without having all the facts, is rather unfair to Mr. 
Galiber. 

Mr. Brownson. I think we need all the facts, without any question. 

Mr. Moss. I would suggest that he have his facts clearly m mind 
before he tries to infer an improper act by a man in exercise of his 
official duties. 

Now on the waterfront road, again, was there an appropriation for 
the acquisition of necessary rights-of-way, on that waterfront road ? 

Mr. Lavust. There was the overall appropriation for the whole 
project. 

Mr. Moss. Has it exceeded its appropriation ? 

Mr. Lavst. Oh, no. 

Mr. Moss. Is it under contract ? 

Mr. Lavst. It is under contract. 
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Mr. Moss. In addition to the 114 acres, was it necessary to acquire 
other property ? 

Mr. Lavst. I don’t believe so. I believe we had title to all of it. 

Mr. Moss. You had title to all the property ¢ 

Mr. Lavst. Yes. 

Mr. Fascetz. This was the key piece? 

Mr. Lavst. No; this was an extension. 

Mr. Moss. Have you had any appraisals of your own for guidance 
in indicating that these $16,000 plus were too large a sum to pay ? 

Mr. Lavst. It is apparently the opinion of all who might know that 
it is quite excessive. 

Mr. Moss. Is it an informed opinion based on an appraisal ? 

Mr. Lavust. No. 

Mr. Moss. And does only the public works commissioner have 
authority to negotiate items of this type and is his power absolute 
in this field or is it something that he shares? He is appointed by 
the Governor ? 

Mr. Lavst. He is appointed by the Governor. 

Mr. Moss. Is he accountable to the Governor ? 

Mr. Lavst. To the Governor. 

Mr. Moss. Does his certification in a deal of that type become final 
and a check then must be issued to cover the cost of acquiring, or are 
there others who share the responsibility of undertaking the purchase 
or the condemnation of waste? 

Mr. Lavst. It is my understanding that the Governor told Mr. 
Galiber to go ahead, take the necessary steps to acquire the land, 
consult with the United States attorney who is the legal consultant 
to the Governor, take the necessary condemnation proceedings or 
whatever has to be done, whatever the United States attorney sug- 
gested, and my understanding is that none of that has been done. 

Mr. Moss. When was the land acquired ? 

Mr. Lavst. I don’t have the exact date on that. 

Mr. Moss. Approximately. 

Mr. Lavst. In the last 60 days. 

Mr. Moss. In other words, it was probably one of his last official 
acts? 

Mr. Lavsr. Yes. 

Mr. Moss. Now, who would draw a check in a matter of this type? 

Mr. Lavst. That I couldn’t tell you. 

Mr. Moss. So again we don’t know whether this was a sole responsi- 
bility of Mr. Galiber or whether it was a shared responsibility ? 

Mr. Laust. No; I understand it was a sole responsibility. 

Mr. Moss. You understand from what source? What information 
do you have? You can’t give me a “yes” or “no” answer to my ques- 
tions and yet you say you understand. 

Mr. Lavst. I have discussed this with the Governor, and he tells 
me—— 

Mr. Moss. I think we are far too informal in these discussions, where 
we are attempting to infer improper acts by a man who held office as 
an appointee of the Governor. 

Mr. Lavsr. But here again we have a situation where the Governor. 
who is coming to testify, can give you all the details. 
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Mr. Fascetu. But the point is that you said this is the straw that 
broke the camel’s back, and you don’t know whether or not the man 
wrote the check to buy the land. 

Mr. Lavst. May I ask the comptroller, who is familiar with the pro- 
cedures there and in the drawing of checks—— 

Mr. Moss. You have made the statement, Mr. Lausi, that these were 
the reasons. Now, I think they constituted charges, in effect, that this 
man was guilty of highly improper acts in at least these 2 or 3 in- 
stances; and if he is, then I certainly think it should be a clear matter 
of public record. 

But I do not think those charges should be lightly made by you or 
anyone else. And, again, I do not know Mr. Galiber. I have no brief 
for him at all, but I feel as a member of this or any other committee 
that I have the responsibility to question statements of that type when 
they are put in an official record. 

I] do not think it is a proper way to proceed at all. I think you have 
a far greater responsibility than to undertake that sort of a recitation. 

Now, on this marine barracks. This was to provide housing for the 
legislature ? 

Mr. Lausr. And other offices of the local government. 

Mr. Moss. Was this initiated by the commissioner of public works 
or the legislature ? 

Mr. Laust. I believe the legislature initiated it. 

Mr. Moss. Then apparently at this point we can be critical of the 
failure of someone—and was Mr. Galiber the responsible party—to 
properly estimate the cost at the time the legislature authorized the 
project. 

Mr. Lavst. That is correct. 

Mr. Moss. It is not an unusual case for costs to exceed estimates. 

Mr. Lavst. No. 

Mr. Moss. And I might suggest that is true sometimes in private 
business because I have had some experience myself. Particularly 
when you are building a structure, or remodeling one. But was it Mr. 
Galiber’s estimate, the first $70,000 ? 

Mr. Lavst. I understand it was; yes, sir. 

Mr. Moss. But do you know it was? 

Mr. Lausr. Let me check back. 

Mr. Moss. When was the estimate made ? 

Mr. Laust. I would have to check whether he made the original 
estimate or the subsequent one. 

Mr. Moss. Do you know when the estimate was made ? 

Mr. Lavust. I think it was made in early 1956. 

Mr. Moss. That is while he was Acting Commissioner ? 

Mr. Lavst. I had better get that definitely. There was the original 
and then there were subsequent estimates. That is just one of them. 

Mr. Kwox. I believe, Mr. Chairman, I pursued that question at the 
time Mr. Galiber was here, and Mr. Galiber did not make the original 
estimate, according to his testimony, but then he did make an estimate 
and he testified here that his estimate was $250,000, and they went back 
to the legislature and asked for additional appropriations. 

That is, as I recollect, the testimony of Mr. Galiber at the time he 
testified. He did not produce any evidence to that effect but that was 
his testimony. 
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Mr. Moss. He indicated an estimate here on page 618 of $250,000. 
In each instance, here, he had to go back to the legislature and they, 
after hearings, if they desired them, and after examining the project 
and his stewardship in the handling of it, appropriated funds on two 
separate occasions, in addition to the original appropriation. 

Again, I cannot see where we have anything hate that would sub- 
stantiate the inference that these were improper acts, or the acts of a 
man who was not doing a job. 

Now, the Governor may have had purely personal reasons for dis- 
missing him, and I suppose because the Governor has a responsibility 
as Governor that he is entitled to use his judgment. But I do not 
like to see a record drawn as this one was drawn, with your statements. 
I just wanted to haveit fully on the record. 

Mr. Brownson. If the gentleman will yield at this point. As a 
matter of fact, this was not an outright dismissal, as I understand it, 
but the Governor offered Mr. Galiber his former position back if he 
were willing to take it, which would hardly be likely if the Governor 
had discovered that Mr. Galiber was engaged in any irregular 
practices. 

Mr. Moss. I was not familiar with that fact, Mr. Brownson. 

Mr. Laniean. I just wanted to ask about this marine barracks. 
The testimony was that the marine barracks reconditioning was con- 
ceived by Governor Alexander and appropriation was made by the 
legislature at the Governor’s request before Mr. Galiber even assumed 
office. Do you know whether or not that is correct ? 

Mr. Lavst. I believe that was the original decision, Mr. Lanigan, 
as I recall them: The legislature was badly in need of more adequate 
quarters and the Governor and the legislature came to the conclusion 
if they could remodel this building they would house the legislature 
in that building; that is right. 

Mr. Lantean. Did Mr. Galiber testify incorrectly when he said no 
plans were prepared before the appropriation was made? 

Mr. Lavst. As I understand, no plans were made. That is right. 

Mr. Lanican. And the $80,000 estimate was that of Governor Alex- 
ander ; is that correct? 

Mr. Lavst. Or his public works man, at that time. 

Mr. Lanican. With no plans? 

Mr. Lavst. That is right. 

Mr. Lanitean. Then Mr. Galiber came along and he made out plans 
and said it would cost $250,000, and went back to the legislature. Is 
that a reason for firing him ? 

Mr. Lavst. I did not say that was a reason—there, again, the Gov- 
ernor will have to give you some instances for firing him. 

Mr. Lanican. You said you strongly recommended he be fired. 

Mr. Lavst. That is right. 

Mr. Lantean. What were your reasons? 

Mr. Lavst. Ninth Street and the accumulations of Ninth Street. 
Just saying Ninth Street is not enough. The accumulations of that 
whole situation, to me, was enough. 

Mr. Lantean. You would fire him for following out the authoriza- 
tion of the legislature in building a road that the legislature appro- 
priated money for? 

Mr. Knox. Mr. Chairman, on that point that Mr. Lanigan raises, it 
would seem to me—I know in my home city, the city commission set 
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up an item in the budget for street construction and repairs, and then 
it is left to the city manager to go ahead and make the necessary 
repairs. They do not spell out the line items. 

Now, in this case, we have not determined as to whether or not the 
legislature directed the commissioner of public works to construct 
Ninth Street, and Mr. Lausi, I believe, testified there were two bills 


and you were going to get the bills and determine as to just what the 
case was, 


Mr. Moss. Will you yield at that point ? 

Mr. Knox. Yes. 

Mr. Moss. I quite agree with you that that is a very customary and 
very usual procedure to appropriate for streets and street work of 
various types. 

But now we have just had Mr. Lausi again repeat that his recom- 
mendation for dismissal was based on Ninth Street. And yet just 
a few minutes ago he stated quite definitely in response to my ques- 
tions that he was not familiar with the details and he could not answer 
my questions. 

Now, it seems to me that he is continuing to try to prejudice this 
committee regarding the activities of Mr. Galiber, when he admits 
that he has no specific information and he cannot give us a response 
to our questions. I think he is again behaving improperly. 

Mr. Kwox. I think we should have the bills that the legislature 
passed in order to make the determination. 

Mr. Moss. I think we should definitely have them. 

(These bills are included in appendix O, p. 866.) 

Mr. Lavst. The bill reads “including but not limited to,” and then it 
lists several projects. That is the way they do it. In my opinion, 
it was bad judgment on the part of Mr. Galiber, holding property on 
this land, to make that one of the first projects. 

Mr. Lanitean. Do you know he made it as a first project? 

Mr. Lavst. Well, the project was back in early August, thereabouts. 

Mr. Lanican. Do you know he made it as one of the first projects? 

Mr. Lavst. Yes. Oh, yes. 

Mr. Lantean. You are sure of that? 

Mr. Laust. Yes. 

Mr. Fasceit. Mr. Lausi, would it have made any difference, if he 
had made it one of the last projects? I mean, what kind of inference 
are you trying to raise? 

Mr. Laust. I do not think it would make any difference if it was 
the last project. 

Mr. Fasceti. You would have fired kim anyway? 

Mr. Lavust. Yes. 

Mr. Moss. Because the legislature told him “including these streets.” 
You said the bill now reads “including Ninth Street but not limiting 
these projects.” But at least it would have to cover these projects. 

Mr. Lausr. It wasn’t even certain that the money would cover all the 
projects. 

Mr. Moss. But those projects enumerated would have to be covered. 

Mr. Lavst. Within the money appropriated. 

Mr. Moss. But those were the projects ? 

Mr. Lavst. Yes. 

Mr. Fascetu. I would like to ask a couple of questions about this 
Gibbs and Hill Report. It won’t take me very long. 
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You said this report was submitted in April 1956, and that it was 
conceived sometime in 1955. 

Mr. Lavust. Late 1955. I believe they went to work shortly after 
the Ist of January, 1956. 

Mr. Fasceti. Was this your doing? 

Mr. Lavst. In conjunction with the Governor, yes. 

Mr. Fascetx. Did you order it? 

Mr. Lavst. No. 

Mr. Fasceti. Who ordered it? 

Mr. Laust. We had conferences with the Governor and the Saline 
Water Division people. We knew all these past reports had been 
made and surveys made on the water situation, but nobody had ever 
correlated those reports to see just what was in them. So the pur- 
pose of this thing was to study all the past reports and come up with 
a recommendation. 

It was decided at this meeting we had that this would be the first 
step before any definite action was taken. 

Mr. Fasceti. Now, what evaluation, if any, has been given by 
your Department to this report ? 

Mr. Laust. We have studied the report, we have evaluated it, we 
think it is a good report. We do think the costs are a little high and 
our own engineers believe they are high and that they probably could 
be cut down some. 

Mr. Fascetu. Is your evaluation in written form ? 

Mr. Laust. Yes; I believe we have some memorandums on that sub- 
ject, Mr. Chairman. 

Mr. Fascety. There are memorandums in your office ? 

Mr. Lavst. Yes. 

Mr. Fascetu. As a result of conferences that you have had? 

Mr. Laust. Yes; following the submission of the report. 

Mr. Fascetxi. Normally, when you have these kind of conferences, 
whom do you consult? 

Mr. Laust. It all depends on the type of conference. 

Mr. Fascetu. I am talking about a conference on Gibbs & Hill. 

Mr. Lavust. We meet with that group and the ones who made the 
study. We have engineers in our own office and there is a Saline 
Water Division in the Department of the Interior. 

Mr. Fasceti. You have had conferences with all these people since 
April 1956; is that right? 

Mr. Laust. Yes, sir. 

Mr. Fascetxi. And you have come up with some memorandums as to 
an evaluation on this report? 

Mr. Laust. Yes, sir. 

Mr. Fascetz. Which is tantamount to an evaluation of the com- 
plete water system or the water problem in the Virgin Islands; is 
that not correct ? 

Mr. Lavst. Yes, sir. 

Mr. Fasceti. Have you arrived at any conclusions yet? 

Mr. Lavst. No; and, as I stated, we have a few problems. We are 
not sure yet this is the correct step to take. It is a step that will at 
least assure some water, definite water, and not be dependent entirely 
upon rain. That is one of the things we have to consider. The other 
methods all depend on getting enough rain. 
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Mr. Fascetu. Not all the methods, but some of them ? 

Mr. Lavst. Other than the ground water. 

Mr. Fascexy. There is another that you are using right now, and 
that is hauling it in by barge? 

Mr. Laust. That is right. 

Mr. Fascett. What evaluation did you give on the statement in 
I-25 of the Hill report, in which they say : 

In the past, supplementary fresh water has been imported from as far away 
as Europe and the water was carried by ships as ballast. More recently the 
fresh water has been received from Puerto Rico. Although the Puerto Rico 
supply might be adequate, a collapse of curtailment of the tank and barge 
services in dry weather would cause serious trouble for St. Thomas. Their 
precarious situation is to be avoided, and an independent island supply advis- 
able. 

And they drop the whole matter at that point. What did you say 
about what they said they evaluated ? 

Mr. Lavst. I don’t think we made a comment on that particular 
section, but I would like to tell you that just recently we have dis- 
cussed the possibility of bringing in water from the States by these 
boats that go down and pick up molasses, liquefied sugar, and what 
not, in the Caribbean area. We haven’t come to any conclusion on 
that. We haven’t got all the facts yet, but that is one we are con- 
sidering. 

Mr. Fasceti. What evaluation did you put, if any, on the state- 
ment which appears on I-24, when Gibbs & Hill disposes of im- 
pounded surface water possibilities by saying “This would not solve 
the urgency of the present problem,” and then they make some other 
comments and they dispose of the impounded surface water? 

Mr. Lavst. I don’t recall any special evaluation we put on that, 
without referring to the files, but even that, we don’t necessarily 
agree with it. There are some things about that report we don’t 
agree with, Mr. Fascell. 

Mr. Fascety. I wasn’t trying to determine whether or not you 
agreed with the report, I am trying to determine the processes of 
your evaluation. 

Mr. Lavst. These earth dams have been built in the past few years 
and we want to evaluate those. Mr. Lanigan mentioned Hartman 
Dam. That is one that was built, and they apparently hit a few 
springs that may be a source for water. 

Mr. Fascett. Is it true that the predicate for the entire report is 


‘based on a time factor ? 


Mr. Lavst. When we discussed the matter with them we told them 
it was rather urgent. In their recommendation they do recommend 
a method that would give us the quickest result from the methods 
that they propose. 

Mr. Fascet. Isn’t it true that everybody who has recommended 


‘this distillation process has recommended it solely from the stand- 


point it is the only thing you can do immediately ¢ 

Mr. Lavst. I believe that is true. 

Mr. Fascexy. Or one of two things? 

Mr. Lavst. That is true. 

Mr. Fascetn. You can put another barge or tanker in there and 
buy it commercially ? 

Mr. Lavst. That is correct. 
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Mr. Fascetu. But as far as the Department is concerned, this sub- 
committee is to understand that you are not relying solely on this 
approach ? 

r. Laust. For one reason, it is quite expensive, Mr. Chairman. 

Mr. Fascetu. No; but I mean you are not? 

Mr. Laust. No. 

Mr. Fascety. That is all. 

Mr. Brownson. How much did that Gibbs & Hill report cost? 

Mr. Lavst. About $5,000 or $5,500. 

Mr. Fasceti. That brings up another question. I am glad you 
mentioned that. This other report that the Secretary talked about, 
this is strictly an island study, of $15,000 to explore possibilities. 
How is that tied in, if it is, or will this be a completely independent 
proposition, now, with no supervision from the Department ? 

Mr. Lavst. Well, of course, that is strictly a local matter, some- 
thing for the local people to do. We are going to have the Geological 
Survey people go down and help. 

Mr. Fascetn. Regardless of the fact that the legislature appropri- 
ated for this, the Governor will take the action ? 

Mr. Lavst. Yes, sir. 

Mr. Fascetit. The Governor is going to go ahead now with the 
additional study ? 

Mr. Lavst. That is right. 

Mr. Fascerz. Meaning that somebody has determined that Gibbs 
& Hill have not gone into the question of water from wells in the 
area of Turpentine Run and elsewhere? 

Mr. Lavst. Probably not as extensively as they should have; I think 
or were prety well convinced on the salt-water method to begin 
with. 

Mr. Fascerz. And this $15,000 which will produce a report theo- 
retically three times as big as the Gibbs & Hill one—right?—should 
be considerably more extensive ? 

Mr. Lavsr. You are comparing prices, but that was quite a reason- 
able price for the Gibbs & Hill report. 

Mr. Fascett. You mean it depends on the engineers you get ? 

Mr. Laust. Lots of times these engineers will bid on something like 
this, hoping that out of it will come a bigger project that they will get 
the planning and engineering for, and that is where they will make 
their money, not on this. 

Mr. Brownson. Do you mean Gibbs & Hill might like to manage 
the installation of this distillation plant if it had gone through ? 

Mr. Fascein. That isthe way I got it. 

Mr. Laniaan. Are you inferring that Gibbs & Hill had an interest 
in the result that they came to; that they would be interested in in- 
stalling the salt-water plant ? 

Mr. Lavst. Architects and engineers, in studies of this type, don’t 
necessarily do it at a profit, but do it at cost. 

Mr. Lantean. Do Gibbs & Hill build earth-filled dams ? 

Mr. Lavst. Isupposethey do. They are quite an engineering firm. 

Mr. Brownson. Apparently Gibbs & Hill don’t run tugs and barges 
or make any money out of running them. 

Mr. Fascetu. Mr. Secretary and Mr. Lausi, going back to the Sec- 
retary’s statement—and the reason I brought this thing up is because 
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I notice in the statement that this $15,000 is going to be appropriated 
and used for one specific purpose. And yet we have all admitted here 
in the discussion that the evaluation of the Gibbs & Hill report shows 
that it was directed in one direction only. Now we are going to have 
$15,000 on a new study that completely excludes surface water, the 
only other avenue which is available. 

And it would seem to me that it would be appropriate for somebody 
to consider that we spend some of that money not only for wells, but 
for surface water as well. Does that seem to be an illogical process of 
reasoning, Mr. Secretary ¢ 

Mr. Cuitson. No, it doesn’t, Mr. Chairman. The $15,000, here, is 
legislative money. They have, as I understand it, earmarked it for cer- 
tain purposes and it will probably have to be used for that. I don’t 
know to what extent the Governor and the executive department will 
have leeway in spending that, other than for the purposes earmarked. 

Mr. Fascetx. I don’t know who requested the legislature to do it 
either, Mr. Secretary. 

Mr. Cutrson. I don’t either. 

Mr. Fascrt. I think at this point we might well consider the ques- 
tion of reservoirs as well as digging wells. 

Mr. Cuttson. In view of the report here about Soil Conservation’s 
study, that certainly should be investigated. I think there is no doubt 
about that. 

Mr. Fascetu. Are there any other questions ? 

Mr. Laniaan. I have a few more. 

Mr. Fascetx. All right. 

Mr. Laniean. First of all, there was some discussion of the delay, 
1 believe, in the construction of the waterfront highway. Now, Mr. 
Galiber testified the other day that there was a delay because former 
Governor Alexander did not own the property on the eastern end where 
the highway had to go. I assume he doesn’t mean Governor Alexander 
ae but do you know whether or not this highway was started 

fore the property was acquired ¢ 

Mr. Laust. No. The delay in constructing that highway—I mean 
I know nothing at all about any property that had to be purchased and 
that certainly did not cause the delay. The delay was caused in this 
fashion: The bids were received, I believe, in June of 1955, very close 
to the end of the fiscal year. Two bids were received, Caribbean 
Engineering and one other. Both bids were defective. The bid of 
Caribben Engineering was too high; it was over the estimate and we 
couldn’t consider that. We didn’t have that much money. 

The other bid was defective in preparation. For example, they 
did not have the corporation’s financial statement and ability to per- 
form, which is one of the requirements. The money lapsed. It went 
into the next fiscal year. 

Mr. Lanican. Were there any complaints as to any possible con- 
nivance between the then Governor and the contractor ? 

Mr. Lavst. There was one complaint made by one of the bidders. 
That was the bidder who bid high. That is, he bid over the estimate. 
His ae was that he understood that the other bidder was going 
to be able to get rock from a local quarry whereas he, this particular 
bidder, was told he would not have access to that rock, so he would have 
to go to Puerto Rico to get the rock. 
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Mr. Laniean. Did you investigate that charge ¢ 

Mr. Lavst. Yes. 

Mr. Laniean. What did you find ? 

Mr. Laust. We contacted the Governor on that, and this is in writ- 
ing. We gave him a copy of the complaining letter and he came back 
and said he had investigated with the public works people—you see 
the complaint was made that the public works people were going to 
supply this other firm with the rock. It didn’t say the Governor had 
said he was going to. The Governor came back and said he had in- 
vestigated and to his best knowledge and opinion there was no basis 
for the complaint. 

Mr. Laniean. Were the defects that you mentioned as to the insufli- 
ciency of the documents defects that could have been remedied after 
the bid was put in? 

Mr. Laust. I don’t think so. Our engineers—our own engineers 
here—we have a public works office—recommended we could not ac- 
cept that bid. The one that was defective in the preparation. 

Mr. Lanican. I mentioned Executive Order 14 in which the Gov- 
ernor has prohibited employees of the government testifying before 
legislative committees which were investigating the travel expenses 
of various appointees of the present Governor and the secretary and 
of the former Governor. 

The legislature has filed a report of July 17, 1956, which they ex- 
pressed the opinion that certain expenditures were illegal. Has your 
office investigated any of the allegations made by the legislature ’ 7 

Mr. Lavst. That was overall expenditures out of local money. 

Mr. Laniean. Wouldn’t it be up to your office as supervising the 
Territorial Executive Department, to see whether or not these charges 
are correct ? 

Mr. Laust. If we did that, Mr. Lanigan, we wouldn’t have time to 
do anything else. It is just almost impossible. We have to leave it 
to the local people. It is their money. It is local money and it isn’t 
Federal money that is involved. 

Mr. Lanican. But the Governor won't let the legislature investigate 
it. 

Mr. Moss. You say if you were to investigate you would have no 
time for anything else? Do you mean you have a great volume of 
complaints ? 

Mr. Lavust. Oh, yes. I don’t mean we get the complaints, I mean 
these instances come up where the legislature and the Governor have 
disagreements. 

Mr. Moss. This was referred to as “complaints.” 

Mr. Laust. Complaints made to the Governor. 

Mr. Lanican. These are charges made by the legislature as a result 
of investigation. 

Mr. Laust. Those charges were brought in court. 

Mr. Laniean. They had to go to court to try to get the Governor— 
the executive department boys to testify. The executive department 
lost that case in court and now it is on appeal, I understand. 


(Note.—The circuit court of appeals upheld the legislature and the Depart- 
ment of Justice decided not to appeal further. See appendix R, p. 886.) 


Mr. Lavst. Those charges were made in a resolution they adopted, 
I believe. 
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Mr. Moss. Bill No. 293 of the first Legislature of the Virgin Islands 
of the United States. Was a copy of this directed to the Office of 
Territories or to the Secretary of the Interior ? 

Mr. Lavst. No. 

Mr. Moss. When you say “No,” do you know that as a fact ? 

Mr. Laust. I don’t believe so. As I recall it was not. 

Mr. Moss. I would urge you to think carefully before you say “No,” 
when you may not mean “No” at all. 

Mr. Fascety. Mr. Lausi, let me see if I understand this thing cor- 
rectly, now. It was brought to the attention of the Department of 
the Interior that the Legislature of the Virgin Islands has charged 
the executive branch of the government down there with illegal 
expenditure of funds. You say they are local funds and therefore it 
is no concern of the Department of the Interior ? 

Mr. Laust. I don’t want to say it is of no concern. 

Mr. Fascetu. It is of concern to you but you are not going to do 
anything about it? 

Mr. Lavust. No, it is something really for the Governor to handle 
down there. It is a local matter. 

Mr. Fasceitu. Now, are you going to put the Governor in the posi- 
tion of being the judge nn the jury of his own accusation ? 

Mr. Laust. Of his 

Mr. Fascety. He is charged with the responsibility, isn’t he, as the 
executive of the government ? 

Mr. Lavst. That is right. 

Mr. Moss. Isn’t there a further charge in section 11, Public Law 
517? 

Mr. Fascetxi. I haven’t even read them. This is the first time I 
have heard about it. 

Mr. Moss. It says the executive power of the Virgin Islands shall 
be vested in an executive officer whose official title shall be Governor 
of the Virgin Islands and shall be exercised under the supervision of 
the Secretary of the Interior. 

Now, you have a charge by the legislature that the Governor who is 
supervised by the Department of the Interi ior, has illegally expended 
certain funds, is that right 4 

Mr. Laniean. That 1s correct. 

Mr. Moss. And you have only a very nebulous, and at best, a passing 
interest in that. 

Mr. Laust. No, we have an interest, Mr. Moss, but we have not 
taken a position of supervising—— 

Mr. Moss. Didn’t you have more than interest, don’t you have a very 
clear legal responsibility ¢ ? Did the Congress give you the authority 
to exercise supervision over the _Governor of the Vir gin Islands, only 
to have you have just a mild interest in charges that he is performing 
improperly, or illegally ? 

Mr. Laust. We i, we have a supervisory authority. 

Mr. Moss. Do you have a supervisory interest ? 

Mr. Laust. Yes, we do. 

Mr. Moss. And yet these charges, you say you can’t take time with 
those, after all you get many charges. 

Mr. Lavst. Well, I hope I didn’t give you the wrong impression 
onthat. It issomething we feel could be handled locally. 
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Mr. Moss. I refer you to the record.: That is the only impression 
I could get. 

Mr. Lavst. We hope to have these things handled locally, Mr. Moss. 

Mr. Moss. The charges say that the legislature says the Governor 
has done something wrong. Now, who locally is going to handle that? 

Mr. Lavst. The Governor. 

Mr. Moss. Oh. That is a happy situation. 

Mr. Lauvst. I haven’t read that legislation. 

Mr. Moss. It reminds me of the old imperial governor but I don’t 
think it represents the attitude of a governor of a democracy. I think 
we should be very much interested in a charge by a lecal legislature 
that the governor has acted contrary tolaw. It should be our business 
to see that he not continue in office if that is the case. 

Mr. Lavust. AsI recall the events, the legislature had set up a finance 
committee to investigate. Then the governor issued this executive 
order you mentioned, executive order 14, denying the right to make 
these records available and then the matter was taken to the court. 

Mr. Lantcan. Then the legislature made its findings on the basis of 
investigation as far as it could make it because a number of people 
testified before the governor put his executive order into effect and 
after this testimony about these expenditures was about half way 
through, the governor issued his order and that stopped the investi- 
gation. So the report was based upon investigation to the point to 
which the legislature was able to go. 

Do you think it is proper for a Governor to prevent the legislature 
from investigating the expenditures of the funds of the Territorial 
government ? 

Mr. Lavst. I don’t know whether that is right or not. There is a 
legal question involved in this, as I understand it. Whether or not 
the legislature, once it adjourned sine die, had the authority to con- 
tinue as a committee such as they set up under this resolution. 

Mr. Moss. They are elected for 2 years? 

Mr. Lavst. Yes, sir. 

Mr. Moss. State legislatures following the sine die adjournment 
have often exercised the right to continue to investigate. 

Mr. Lavst. That was one of the requests you made for the opinion 
of our solicitor on that question. 

Mr. Brownson. I think ours is 1 of 2 committees of the House 
given that authority. 

Mr. Moss. We can give that authority to any committee. 

Mr. Brownson. Whether the House did in that particular case 
extend the authority or not is the question. 

Mr. Fasceru. Besides the legal problem involved, which I might 
recognize, it occurs to me without too much effort that there seems to 
be a tremendous conflict between the legislature and the Governor, am 
I correct ? 

Mr. Lavst. That is correct, sir. 

Mr. Fascetu. Is this a matter of concern for the Department of the 
Interior; isn’t it? 

Mr. Laust. Yes, it is a matter of concern, but it is kind of difficult 
for us to do very much, though 





Mr. Fascett. Do you feel that it is an internal political problem? 
Mr. Lavusr. Yes. There are internal political questions involved 
there. 
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Mr. Brownson. That gets into the problem, I think, Mr. Chairman, 
where the Virgin Islands Legislature has been in the habit of appro- 
priating money in excess of their revenues, and falling back on the 
‘Treasury of the United States. The Governor, I think, is perhaps the 
most unfortunate man in the world because he is responsible to two 
legislative bodies. In essence the Congress and the legislature. 

Mr. Fascett. You may be absolutely right. The only reason for 
my questioning is that if this situation occurs, it would be more than 
passing interest to me if I had the responsibility of supervising the 
executive branch in the Virgin Islands. I think maybe it is about 
time that we had some positive recommendations as to what should 
be done. 

Mr. Brownson. I think we have had recommendations from the 
General Accounting Office and the Virgin Islands Legislature has 
shown some unw illingness t to do anything about it. 

Mr. Fascetn. You are talking about internal accounting problems? 

Mr. Brownson. I am talking about such simple things as making 
the office of the comptroller work, supporting the Governor’s pro- 
grams and some of these other things that generate the frictions that 
we are talking about. 

Mr. Moss. We are liable to have to deal with the organic act. 

Mr. Fasceti. That is my point and I think this also should have 
occurred to the Department of the Interior. That is the only point 
I make. 

Mr. Moss. I have another thing that intrigues me, this right of the 
Governor to veto an item but not the amount. If he wants to use 
the money for something else he can veto the item as passed by the 
legislature and keep the money in the budget and use it any way he 
wants. 

Mr. Fasceiy. So the legislature turns right around and restores it. 

Mr. Brownson. That sounds like a very nice fiscal invention. 
Almost equivalent to the Air Force’s obligation and deobligation 
concept. 

Mr. Fasceiy. Gentlemen, are there any further questions? It is 
getting rather late. 

Mr. Lanican. On the system of accounts I notice the law says: 

The Governor shall establish and maintain systems of accounting and internal 
control. 

Now the defects the Comptroller General has mentioned are in the 
operations, not of the government comptroller’s office, but of the 
department of finance and other accounting agencies of the local 
government. 

Has at any time a legislature failed to appropriate the amounts 
asked by a governor for “the operations of the department of finance 
of the Virgin Islands government ? 

Mr. Lavst. Do you mean have they appropriated sufficient funds? 

Mr. Lanican. Have they failed to appropriate the amount asked by 
the Governor ? 

Mr. Lavust. No. As far as I know, they have appropriated it. 

Mr. Lanican. He has gotten all the money for operating the finance 
department that he asked for. 

Mr. Laust. There has never been a question of lack of finances for 
the finance department, no 
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Mr. Lanican. Has the Department of the Interior ever sent him 
any assistance in carrying out this statutory responsibility of his? 
To maintain an adequate system of accounts ¢ 

Mr. Laust. About a year and a half ago we sent a gentleman from 
the budget and finance office of the Department, who together with 
the Comptroller and an individual from the General ‘Accounting 
Office, set up a new accounting system for the local government. 

Mr. Lanican. But you are aware that the gov ernment has not main- 
tained that accounting system ¢ 

Mr. Lavst. It has been rather difficult. It is a new system and it 
isn’t an easy job to get them to do something that they haven’t been 
taught to do before. 

Mr. Laniean. Has the Governor asked for additional help from 
the Department in maintaining the accounting system ¢ 

Mr. Lavst. No, no. 

Mr. Laniean. That is all Ihave. 

Mr. Fascetit. We were supposed to have heard from the Governor, 
Walter A. Gordon, tomorrow. We are advised he is very seriously ill 
and cannot appear. ‘Therefore, the committee will convene at a later 
time when the pees can appear. 

At this time I would like to thank the Secretary and Mr. Lausi for 
appearing and being with us this afternoon and for their patience 
until this late hour to go over this matter with us. 

The meeting is adjour ned. 

(Whereupon, at 5:35 p. m., the subcommittee adjourned to recon- 
vene at the call of the chairman.) 

(Mr. Galiber’s reply to charges by Mr. Lausi and 24 additional 
documents appear as appendix O, p. 862. 
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AND THE VIRGIN ISLANDS CORPORATION 


WEDNESDAY, MAY 1, 1957 


House or REPRESENTATIVES, 
SUBCOMMITTEE ON Pusiic Works AND REsouRcES 
OF THE COMMITTEE ON GOVERNMENT OPERATIONS, 
Washington, D. C. 

The subcommittee met, pursuant to call, at 10 a. m., in the George 
Washington Inn, Hon. Earl Chudoff (chairman of the subcommittee ) 
presiding. 

Present: Representatives Chudoff, Moss, Brownson, and Smith. 

Also present: James A. Lanigan, subcommittee counsel, and Arthur 
Perlman, staff director. 

Mr. Cuuporr. The subcommittee will be in order. 

The subcommittee, as you know, has been conducting hearings 
on the government operations of the Vi irgin Islands and the Vi irgin 
Islands C orporation. 

The hearings started last year and have been quite full, and we 
hope to be able to conclude them today or by the latest tomorrow 
afternoon. 

We gave everyone an opportunity to be heard that wanted to be 
heard in the Virgin Islands, and now that we have all of the material 
and facts before us, we are going to call on two witnesses who will 
be our final witnesses. 

Mr. Lausi, the Chief of Office of Territories, and Gov. Walter 
Gordon, the Governor of the Virgin Islands, will be our witnesses. 

Our first witness will be Mr. Lausi. 

Would you proceed, Mr. Lanigan ? 

Mr. Lanican. I wonder if you could bring us up to date on the 
position of the government comptroller. You know that this is one 
of the items this committee is studying. 1 understand that Mr. 
Krabach has resigned. Could you tell us what has happened in con- 
nection with that position since our last meeting ¢ 


FURTHER STATEMENT OF ANTHONY T. LAUSI, DIRECTOR, OFFICE 
OF TERRITORIES, DEPARTMENT OF THE INTERIOR 


Mr. Laust. Mr. Krabach resigned, effective April 13, and now we 
are in the process of picking a successor. 

Mr. Lanican. Have you selected a successor yet ¢ 

Mr. Lavst. No. 

Mr. Lanican. Are you having any difficulty in filling the job? 

Mr. Laust. Well, w : have got : some applicants, if that is what you 
mean, Mr. Lanigan. I don’t ‘think we will have any difficulty. 
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Mr. Lanicgan. Now that Mr. Krabach is not involved and consider- 
ing the experience you have had with the position of government 
comptroller, would ‘you have any recommendations as to the place 
of the government comptroller in the Virgin Island government; that 
is, do you have any recommendations on any changes in legislation 
affecting that position ? 

Mr. Lavst. W ell, Mr. Lanigan, I don’t know what the position of 
the department may be in the event any legislation may be introduced 
to make changes in the present setup. 

I would say from my own personal knowledge that I think the setup 
as it is today is all right, possibly with the exception that the comp- 
troller should be given a little more authority. 

Mr. Cuvuporr. Mr. Lanigan, may I ask a couple of questions at this 


point? First of all, do you have an acting comptroller at the present 
time ¢ 


Mr. Lavsr. No, sir. 

Mr. Cuuporr. There is nobody that is acting comptroller to the gov- 
ernment now, so the gover nment is now running the way it was before 
you had a comptroller, or is the work piling up? 

Mr. Lavusr. Well, the office of the comptroller is continuing, Mr. 
Chairman. The work has not let upinany way. The principal fune- 
tion of the comptroller, of course, is to certify local revenues so they 
may be matched by what we call matching funds. That should be 
done by June 30. 

Mr. Cruporr. May I ask you this question: I understand there is a 
new legislature that is functioning now, the second legislature, under 
the New Organic Act. The first legislature tried to cut Mr. Krabach’s 
salary. Has the new legislature done anything about putting the 
salary back to what it was before the cut. 

Mr. Lavst. No, we put the salary back, Mr. Chairman. 

Mr. Cuuporr. You did put it back ? 

Mr. Lavst. Yes; your solicitor ruled that the legislature had no 

authority to make that cut, because under the Organic Act the salary 
is set by the Secretary of the Interior. 

Mr. Cuvporr. In other words, you vetoed the act of the legislature, 
or ignored it, or decided what was to be done? 

Mr. Lavust. The Governor in effect vetoed it. He disregarded that 
item under his veto powers. 

Mr. Cuvporr. Sothe new comptroller will get $12,500 ? 

Mr. Lavst. The act says not to exceed $12,500. 

Mr. Cuuporr. You will pay $12,500? 

Mr. Lavst. I would expect we would have to. 

Mr. Cuuporr. Thank you. 

Mr. Lanitean. You say the Governor vetoed it, then you say the 
Secretary of the Interior restored the salary, so wasn’t it in effect 
the Secretary who vetoed it ? 

Mr. Lavust. On the basis of the solicitor’s opinion that the legisla- 
ture had no authority to cut the salary, as I recall what happened, the 
total sum of the appropriation was approved and the Governor, you 
would say, vetoed it. I think it was $11,000 they appropriated. 

Mr. Cuvporr. What you are saying is the Governor exercised his 
right of item veto, but left the gross amount in, which is the practice 
in the Virgin Islands? 
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Mr. Lavst. That is right. 

Mr. Lanican. You said you might have some suggestion regarding 
increasing the comptroller’s authority. Could you tell us what you 
had in mind? ‘ 

Mr. Lavust. Well, Mr. Lanigan, I am just speaking personally. I 
cannot speak for the Department at this point, because the question 
has never come up actually. 

For example, one of the sections of the act says that if the comp- 
troller renders his decision on a particular matter against a depart- 
ment head for an overexpenditure or an extravagant expenditure, 
whatever the case may be, the department head may appeal that 
decision to the Governor, and the Governor may sustain the comp- 
troller or he may overrule him, but there is no provision as to what 
would happen if the Governor overrules the comptroller, whether that 
is the end of it or not, and I think it ought to be clear that possibly the 
comptroller may appeal to the Secretary or maybe the General Ac- 
counting Office. I mean along that line. 

Mr. Lanican. That is, you think there should be another level above 
the Governor to make a final decision and it could either be the Secre- 
tary or the General Accounting Office? Would there be any other 
suggestion ? 

Mr. Lausr. Offhand, I can’t think of any. I didn’t come prepared 
to talk about that, frankly. It is strictly my personal opinion, not 
official views. 

Mr. Lanican. The last time you were—— : 

Mr. Moss. I have just a few questions here. Now, as I understand, 
the office of comptroller, you say, is continuing ? 

Mr. Lavst. Oh, yes. His regular staff is continuing. 

Mr. Moss. Are there day-to-day functions assigned to the comp- 
troller? 

Mr. Lavust. No; at the present time they are engaged in gathering 
the material, data, and evidence to substantiate the local revenues that 
have been—— 

Mr. Moss. Under whose direction ? 

Mr. Lausr. Well, that is something that has been going on now for 
a few months. They start to collect this data, so that by June 30, we 
have the figure. 

Mr. Moss. That doesn’t answer the question. The question is, 
under whose direction ? 

Now, customarily a statutory office will continue even though it may 
be vacant because you designate someone to act. Who directs what is 
now being done in the comptroller’s office, if the office itself is con- 
tinuing? 

Mr. Lavst. What the office is doing are the routine details that have 
been carried on under Mr. Krabach. They will gather that and 
hold it. 

Mr. Moss. Are there details, or routings, that they can continue 
without any direction ? 

Mr. Lavust. Well, in the case of certification—well, that has been 
done by the comptroller. 

Mr. Moss. Certification is the exercise of judgment, and I doubt 
that that can continue as a routine matter without someone exercising 
the judgment. 
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Mr. Lavst. Of course, there is an individual who is sort of a super- 
visor over the staff. 

Mr. Moss. In other words, the supervisor, for all intents and pur- 
poses, is the acting comptroller ? 

Mr. Laust. He is gathering and collecting the information. 

Mr. Moss. Wouldn't it be a better administrative practice to desig- 
nate an acting comptroller? 

Mr. Lavst. It might be better. I am not so sure we can under the 
act. All the act says is that the Secretary appoints a comptroller. 
Now, there may be authority there. 

Mr. Moss. If he appoints him, I would assume, just under reason- 
able standards, he could therefore designate, until he has made a per- 
manent appointment, someone to act if the office is in fact continuing 
and continuing to function. 

Mr. Lavst. W ell, up to the present time we haven’t felt it necessary 
to take that step. If it becomes necessary, of course, we will do it. 
We hope to have a comptroller soon. 

Mr. Moss. My point is that it seems somewhat incongruous to me 
that a statutory office continues to function without a single person 
in it being designated as the person in authority. You really can’t 
go back to: anyone and hold him responsible for any errors which might 
be committed in the office then, can you? 

Mr. Lausr. That is true at this time. When the new comptroller 
comes in, he will have to go over all of the work that has been done. 

Mr. Moss. Well, he is only going to be responsible for the day he 
takes office, not before. 

Mr. Lavust. Well, he will have the job of submitting the reports or 
the certification of the local revenues. Before he does that, I am 
sure 

Mr. Moss. Well, that is only one function. Doesn’t he have other 
functions? 

Mr. Cuuporr. Will the gentleman yield at that point ? 

Mr. Moss. Yes. 

Mr. Cuuporr. Isn't it true you are in the process of ordering some- 
one down there to supervise the gathering of data? 

Mr. Laust. For the comptroller? 

Mr. Cuuporr. Yes. 

Mr. Laust. There is someone doing that now in the comptroller’s 
office. 

Mr. Cuuporr. You are going to send somebody from the Secre- 
tary’s office down there, aren’t you? Are you contemplating that? 

Mr. Laust. No, sir. 

Mr. Cuuporr. Now, isn’t it true that this data comes in by itself? 
All you have to do is write or request from the various heads of the 
department that collect revenue to say, “Please submit to the Comp- 
troller General the revenues collected ‘by your department,” and then 
you orders that and turn it over to the Comptroller General and he 
checks the audit, and if he thinks it is the proper figure, he certifies, 
and then we send the matching funds down. 

Mr. Lavust. I would say in general that is the way it operates. I 
think probably the comptroller or the staff goes into these depart- 
ments, himself, and digs out the evidence rather than have them— 
they may. Iam not just sure how it proceeds. 
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Mr. Cuvporr. You mean to say they don’t have ledgers that give 
them a month-to-month total and all they have to do is add it up? 

Mr. Lavst. They have the situation pretty well set up, and that is 
the way it is working. 

Mr. Cuuporr. I thought that was what Mr. Krabach was trying 
to do, so they could get the revenue in minutes or a matter of hours, 
so they could get the total of the revenue in the various revenue-tak- 
ing departments. 

Mr. Lavst. As a matter of fact, up to now, we have gathered the 
data to compile the revenues up to April 1. 

Mr. Moss. My point, Mr. Chairman, is that it seems rather lax 
and certainly poor administration to permit a statutory office to con- 
tinue vacant without designating anyone as the responsible party in 
that office, acting temporarily, whatever you want to call him. I 
think someone should be given the authority to carry on the duties 
that are placed on the office by law, even if it is only for a week or 
fora day. There should be some continuity of responsibility in that 
office. 

Now, do I understand under this organic act that—if I heard you 
correctly—the salary shall be not more than $12,000? 

Mr. Lavst. Yes. 

Mr. Moss. That is what it says about the salary, not to exceed 
$12,500. 

Mr. Lavst. That is right. 

Mr. Moss. And that has been interpreted as placing on the Secre- 
tary of the Interior, rather than the Legislature of the Government 
of the Virgin Islands, the responsibility of determining at what level, 
not to exceed $12,500, the salary will be set? 

Mr. Lavst. Is that a copy of the organic act, Mr. Lanigan? 

Mr. Laniean. Here it 1s. 

Mr. Lavst. I think it says the Secretary shall appoint a Comptroller 
at a salary not to exceed $12,500. 

Mr. Moss. All right; then the legislature appropriates for these 
expenditures / 

Mr. Laust. Yes. 

Mr. Moss. Then this would be a mandatory expense item at what- 
ever level the Secretary determines? 

Mr. Laust. Yes. 

Mr. Moss. Then, any attempt by the legislature to cut it down would 
be in violation of the organic act. 

Mr. Laust. We think so, yes. 

Mr. Moss. As you indicated, the Governor vetoed that under his 
line-item veto powers. Now, does the organic act provide where the 
Governor makes a line-item veto that the entire gross appropriation 
is unaffected / 

Mr. Laust. Mr. Moss, the way this thing first worked, that is after 
the organic act was enacted, the legislature, as I remember, appro- 
priated by item, actually what they appropriated was salaries, so 
many clerks, and so much in the total. 

Mr. Moss. Well, can we assume if you added them up they would 
equal the gross appropriation ? “ 

Mr. Laust. Would you repeat the question, please ? 

Mr. Moss. When he reduces the budget by vetoing a line item, does 
it affect the gross appropriation ? 
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Mr. Laust. I would think it would, if the total is not added up. 

Mr. Moss. Well, then how do you spend funds which are not appro- 
pen by the legislature? 

Mr. Laust. Well, I don’t believe we spent funds that weren’t appro- 
priated. 

Mr. Moss. If the Governor line-item vetoed $11,000 of salary, where 
does the money come from to pay a $12,500 salary ? 

Mr. Lavst. The legislature appropriated a total of $67,000 for the 
comptroller then. 

Mr. Moss. In other words, it was a transfer of funds. 

Mr. Lavst. Yes. 

Mr. Moss. And that is permitted ¢ 

Mr. Laust. As far as I know, it is permitted. As I remember, they 
totaled $67,000, and had an item there of $11,000 for the comptroller. 

Mr. Moss. Now, you indicated that you speak here personally on 
giving us opinion and not for the Department. Is your position pol- 
icymaking, as Director of the Office of Territories? 

Mr. Laust. Yes, sir. 

Mr. Moss. So in speaking to us, you are giving us your judgment 
as it would be embodied in a recommendation to the Seeret: ary ? 

Mr. Laust. That is correct. 

Mr. Moss. Who has the final responsibility ? 

Mr. Laust. Of course, I could be overruled. 

Mr. Moss. Certainly. But it is your judgment as a policymaking 
official of the Department ? 

Mr. Lavst. Yes. 

Mr. Moss. That is all at the moment, Mr. Chairman. 

Mr. Cuvuporr. Are you through, Mr. Lanigan ? 

Mr. Lanican. I just had one question on this line. 

Mr. Cuuporr. I thought Mr. Brownson might have some questions. 

Mr. Lanican. As I understand it, the legislature in 1956 appro- 
priated or passed appropriation bills without totaling the amounts 
of the items, and there were still line-item vetoes made, and the total 
appropriations allocated and spent; is that correct ? 

Mr. Lavst. I couldn’t tell you, offhand, Mr. Lanigan. That may 
be correct. I couldn’t swear to that right now. 

Mr. Lanican. Well, do you know whether or not the legislature 
appropriated money in bills which did not total the amount of money 
for each department ? 

Mr. Lavst. I couldn't tell you that. 

Mr. Laniean. That is all. 

Mr. Cuuporr. Mr. Lausi, I have one question. I will try to get 
something straight in my mind. 

I believe you testified that the legislature appropriated $67,000, to 
the best of your knowledge, to the office of the government comp- 
troller. 

Then you said, although they wanted to pay him $12,500, they eut 
his salary to $11,000. The Governor then vetoed the $11,000 item of 
salary, and you decided to pay him $12,500. 

Now, when you set up your appropriations, do you set up a gross 
total for the office or do you break it down into the number of posi- 
tions? In other words, so many auditors at so many dollars a year, 
so many accountants at so many dollars a year, so many clerks, so many 
stenographers ? 
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Mr. Lavusr. Well, the legislature in the past has appropriated on 
that basis, Mr. Chudoff. 

Mr. Ciruporr. In other words, they take the number of personnel 
they feel the government comptroller should have and then they add 
up the salaries a“ get a total like $67,000? 

Mr. Laust. I don’t recall they did that in the comptroller’s organi- 
zation, but I think they have done it in other situations in the past. 

Mr. Cuuporr. If you felt they had no right to pay the comptroller 
less than $12! 500, and as a result of your “decision or as a result of 
the Governor’s decision, the item was vetoed, and then you changed 
the item to $12,500, you had to take $1,500 away from somebody else. 
How do you determine who gets less money ? 

Mr. Moss. Could I interjec t there, Mr. Chairman? 

I think you have to take not $1,500 away from someone else but 
$12,500 away from someone else, because if you had a $67,000 gross 
appropriation on a line-item basis, and you item-vetoed $11 000, you 
would only have, then, a total of $ 356,000 available from which you 
would have to take $12,500. Actually, you would have to be taking 
a total of $23,500. You have reduced ‘the appropriation. 

Mr. Cuvporr. As I understand it, Mr. Moss, if they did it the way 
you said, that would be true, but as T understand it, what they did was 
lined the appropriation out but left the total as it was and distributed 
it any way they felt like afterward. 

I know when Governor Alexander was Governor, they had a lot 
of problems. Of course, it might have been changed under Governor 
Crordon. 

Mr. Moss. We should have that clarified, because if that is the prac- 
tice, then a governor could veto each line item and have the gross 
appropriation available to spend as he decided. What is the purpose 
of a legislature? 

Mr. Brownson. Apparently, it is handled more or less like our 
military appropriations when the armed services deobligate and re- 
obligate. Asa matter of fact, we have that problem here in Congress. 

Mr. Moss. In my State we have line-item veto authority for the 
covernor, but when he vetoes a line item, the appropriation is reduced 
by the amount of the line-item veto. 

Mr. Laust. Mr. Chairman, this is Mr. Edwards, our counsel, who 
is familiar with the organic act from end to end. May I have him 
speak on this? 

Mr. Cuuporr. Yes. 

Mr. Epwarps. This was last year, Mr. Chairman, and—— 

Mr. Cuuporr. May I interrupt? So we may have the record 
straight, would you identify yourself ? 

Mr. Epwarns. A. M. Edwards, Associate Solicitor for the Depart- 
ment of the Interior, with jurisdiction over the Office of Territories, 
National Wildlife Service, and National Park Service. 

Mr. Cuuporr. Now, you may proceed. 

Mr. Epwaros. As I said, this matter was brought up sometime last 
year, either in April or May or June, sometime, and as I remember 
it—and I haven’t refreshed my memory since that time—the bill 
appropriated $67,000 or approximately that amount, but in it it had 
the phrase that the salary of the comptroller should not exceed 
$11,000. Therefore, all he vetoed, as I remember it, was that it would 
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not exceed $11,000. So he didn’t item-veto the $11,000 out. He left it. 
He just put the limitation—he vetoed only that portion as to the limi- 
tation, as to what. would be paid the government comptroller. 

Mr. Moss. Well, now, let me get this right, because this opens up 
very interesting possibilities. It is clearly the right of the Governor 
to veto a line item of a provision. 

Mr. Epwarps. Yes, sir. 

Mr. Moss. But is it the right of the Governor to veto a limitation 
on a provision or the riders of the type used here in the House ? 

Mr. Epwarps. Yes, sir. In the bill it says “or any part or portion 
thereof.” 

Mr. Moss. It says in such case he shall append to the bill at the 
time of signing a statement of the item or portion of the items to 
which he objects, and the items or parts or portions thereof so 
objected to shall not take effect. 

Mr. Epwarps. That is right, and there being a limitation, being 
a portion thereof, he can veto it, that is, a portion of your appro- 
priation bill. 

Mr. Moss. Well, I think we permit in California the Governor to 
line-item veto the entire item or he may even reduce it. We give 
the Governor the authority. We appropriate, say, $50 million for 
increasing teachers’ salaries, and he determines that he wants only 
$20 million; he can reduce it, but, if we put a limitation, which is not 
appropriating, that is a legislative, that is beyond an appropriation, 
he can’t strike that out. 

Now, supposing that they said that you shall not build a certain 
building, can he strike that ¢ 

Mr. Epwarps. Then you come up to the question of whether that 
is substantive legislation or appropriation. 

Mr. Moss. It would seem to me it is legislative. 

Mr. Epwarps. He is limited solely to the appropriation bill, and 
that is the only place that he has. Any veto over any portion or 
part of the appropriation bill. 

Mr. Moss. Well, I am not an attorney, but as a legislator for quite 
a number of years it would be my feeling that that would be exceed- 
ing the intent of any legislative body to permit the striking out of a 
legislative mandate rather than just an appropriation. 

Mr. Cuuporr. Let me try to get this thing straight. I am trying 
to understand it. I am not trying to cross-examine you. 

Mr. Epwarps. Well, I would be delighted. 

Mr. Cuuporr. Suppose the Legislature of the Virgin Islands said 
it is hereby appropriated to repair Emancipation wharf, $2,000, and 
the Governor came along and vetoed the words “repair Emancipation 
wharf,” and left the $2,000 in. Would he be able to throw that into 
any of the public works projects, or would he have to strike out “to 
repair Emancipation wharf, $2,000” ? 

Mr. Epwarps. The language, I think, which you gentlemen in 
Congress wrote was if any bill presented to the Governor contains 
several items of appropriation, he may object to one or more such 
items or any part or parts, portion or portions thereof, while ap- 
proving the other items, parts, or portion of the bill. 

Mr. Moss. Doesn’t that relate to the appropriation of the money 
itself ? 
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Mr. Epwarps. Well, I don’t see how you can take an appropria- 
tion bill and set down in that appropriation bill X-dollars and then 
not give the Governor a line-item veto. If the Governor has the 
discretion to veto a portion of that bill, certainly he has the power 
to say that it doesn’t go to X-project, and it would therefore be 
vetoed. 

Mr. Moss. That is where you and I would interpret that differ- 
ently. I would interpret it that he may veto a part of the appro- 
priation. 

Mr. Brownson. But not a part of an item? 

Mr. Moss. Not a part of an item. In other words, if you appro- 
priated $2,000 to repair building X, he can’t strike the limitation that 
says this is to repair building X and leave the $2,000 in; if he strikes 
he has to strike the entire thing. 

Mr. Epwarps. What does “portion or part” mean ? 

Mr. Moss. Of the appropriation. That is how I would interpret 
that. It says on bills of appropriation, and I think it was clearly 
the intent that it deals only with the appropriation, with the legis- 
lative direction as to the use of the funds. 

I think when you are giving that right, you might just as well 
dismiss the legislature and forget that you are trying to have any 
form of self-government. 

Mr. Cuvporr. Mr. Edwards, I think you will find—of course. 
I don’t believe this was the practice under Governor Gordon’s ad- 
ministration, but I think if you go back to Governor Alexander’s 
administration, you will find on many appropriation bills he struck 
out everything except the total money and then took the total and 
spent it any way he liked to. 

Mr. Moss. Under your interpretation, you could do that. 

Mr. Brownson. Doesn’t that suggest this subcommittee should 
make a recommendation that the language be tightened up. I think 
it is a bad piece of legislative drafting you have there. 

Mr. Moss. I dislike seeing that come up in government at any 
level. That is very dangerous. 

Mr. Brownson. Right. 

Mr. Epwarps. I would have to disagree with you honorable gen- 
tlemen, because it appears whenever Congress told the Governor 
he could veto a portion or any part—— 

Mr. Moss. Speaking for myself, I never would have voted for a 
bill I thought would be interpreted in that manner. 

Mr. Epwarps. I am not disagreeing with you at all as to what you 
might do, but the only thing that I am interested in is interpreting 
what the Congress laid dow n, _gentlemen. 

Mr. Cuvporr. I think it is well that the point was raised. I think 
that the subcommittee will, in writing the report, certainly take that 
into consideration, so we can get it down in the law by amendment, as 
to what Congress actually intended as far as appropriations in the 
Virgin Islands is concerned. 

Mr. Moss. Are your opinions written ? 

Mr. Epwarps. Yes. 

Mr. Moss. May we have a copy of that ? 

Mr. Epwarns. I would be delighted to supply the subcommittee a 
copy of that opinion. 

Mr. Cuvuporr. If you will, please. 
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(A copy of the opinion, dated March 17, 1955, is in the subcommittee 
files. ) 

Mr. Cuvporr. Do you have any further questions, Mr. Brownson ? 

Mr. Brownson. I have no further questions at this time, Mr. 
Chairman. 

Mr. Lanican. I have one other question on the acting government 
comptroller. 

Under section 17 (j) of the organic act, it is provided that the office 
of the government comptroller shall be under the general supervision 
of the Secretary of the Interior and shall not be a part of any execu- 
tive department in the government of the Virgin Islands. So I just 
want to get it clear. 

If there is an acting comptroller appointed, it is the responsibility 
of the Secretary of the Interior under his general supervision to ap- 
point or to designate an acting comptroller and not the responsibility 
of the Governor or anyone in the islands; is that correct 

Mr. Laust. I am sure only the Secretary of the Interior can appoint 
either a comptroller or acting comptroller. 

Mr. Lanican. The last time when you were here, Secretary Chilson 
and you both testified, I believe, to the effect that a team from the 
Geological Survey had been sent to St. Thomas to make a survey of 
water conditions on the islands. Can you bring us up to date on any 
such studies ? 

Mr. Lavst. That had been sent at the time we were here ? 

Mr. Lanican. I think that statement was made, either had been sent 
or was about to be sent. 

Mr. Laust. I think what we had in mind was that the legislature 
appropriated $15,000 to do some test drilling in the St. Thomas area. 
We were trying to get the Geological Survey, if their authority per- 
mitted—I am sure the authority does, but I am not sure they have the 
money—if they would match appropriations to send a group down to 
help us. 

Mr. Laniean. Has any group been sent down there by the Geological 
Survey ? 

Mr. Laust. Not yet. They don’t think they have the money to do 
that. Wemay have to do this by ourselves. 

Mr. LaniGan. So nothing further has been accomplished since the 
last session ? 

Mr. Laust. Not on test drilling, no. 

Mr. Lanican. Well, has anything been done to alleviate the water 
shortage since that time ? 

Mr. Laust. Well, since that time we have had meetings with Geo- 
logical Survey people, and it appears at this point that our solution 
is the salt water distillation process. 

Mr. Lanigan. You mean you made that decision without doing test 
drilling or further study of surface water runoff, is that correct? 

Mr. Laust. Yes. 

Mr. Brownson. Mr. Chairman, in that connection I would like to 
ask a question. I frequently see in the business section of the New 
York Times advertisements for the sale of surplus Navy distillation 
units of considerable size to anybody who wants to buy them. Has 
there been any thought of solving this water problem by having some 
of the heavy users of water down there, who are commercially able to 
do it, but distillation units and operate them for themselves rather 
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than as a utility? I am thinking particularly of the hotel water 
problem. They seem to have a difficult situation there. 

Mr. Cuvporr. Mr. Brownson, I would like to comment on what you 
say. 

T believe that if some legislation was worked out, or whatever way 
you can do it, that you w ould have no difficulty getting a bond issue 
floated by a private company to do that kind of work down there. 
I am sure that there is enough money in the Virgin Islands to 

capitalize a company for the purpose of distilling salt water for the 
purpose of distr rule; it through the water system of the Government 
at a metered rate, just like some private water companies operate in 
this country. 

I think it is worthwhile looking into, and I think that—I don’t know 
who would handle it, whether it would be the chamber of commerce 
or how it would be dealt with, but I am sure that it could be worked 
out, and I think that you would find that those big hotel owners down 
there would be very happy to go into the thing from a financial invest- 
ment, and I think they would get a fair return on their money. 

Mr. Lavust. Mr. Chairman, I want to correct a wrong impression Mr. 
Lanigan might have gotten from the last statement. I don’t mean we 
haven't considered these runoff methods, and dams, and so on. We 
have considered those means. Those means have been discussed anc 
explored. 

Mr. Lanican. And have you made a final determination to use 
salt-water distillation and not impoundment ? 

Mr. Lavst. I would not want to say at this point we have made the 
final decision, but I would say it kind of looks like that would be the 
situation. 

Mr. Lanican. The last time you were here we discussed some of the 
problems involving Mr. Galiber. One of the items on which you 
criticized him was the paving of Ninth Street on the item of St. 
Thomas. I think you stated that the paving of Ninth Street was one 
of the first items that he undertook under the appropriation bill that 
had been passed, 

Since that time the committee has received a copy of the appropri- 
ation bill for this item, or including this item. The bill was approved 
on February 2, 1956. 

I believe you testified, and the record indicates, that the Ninth Street 
paving was completed in August of 1956. Apparently you were under 
the assumption that this was done under the bill that had been passed 
for the fiscal year beginning July 1, 1956. 

Do you want to correct that statement ¢ 

Mr. Lavst. You are correct in that assumption; yes. That was my 
recollection. 

Mr. Laniean. So, if I am correct in stating that that was a re of 
February 2, 1956, you would want to withdraw that remark as far as 
being the first time / 

Mr. Lavust. Yes; but the chairman asked that if this was the last 
job he did under the bill would I change my mind, and I said “No.” 

But you are correct, it was a January or February appropriation. 

Mr. Lanican. Are you aware that Mr, Galiber had requested the 
Governor to have an investigation made of the paving of Ninth Street 
by the United States attorney at the time this problem was originally 
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brought out in the Virgin Islands, so as to determine whether any 
improper action had been taken ? 

Mr. Lausr. Mr. Lanigan, I learned that question just recently 
when I got a copy of the letter that you did from the Governor. 

Now, ‘the Governor is here, and I would prefer, if it is all right with 
the chairman, that the Governor testify on that. 

Mr. LANIGAN. You weren’t aware of that at your last testimony ; 
is that correct ? 

Mr. Laust. That is correct. 

Mr. Lanican. You were—were you aware of the letter of August 
31 that Mr. Galiber had sent to the Governor, outlining the back- 
ground of that paving? 

Mr. Lavst. I learned that at the same time. 

Mr. Lantean. Were you aware that the FHA had requested the 
paving of Ninth Street in order to expedite the making of loans for 
houses along that street ? 

Mr. Lavst. I was told that was one of the reasons for the paving. 
But I was also told by one of the bankers that that was not a require- 
ment for FHA. 

Mr. Lanican. Well, since that time the Director of the Virgin 
Islands Authority has submitted a statement addressed to whom it 
may concern, dated March 30, 1957, in which he stated : 

At that time, as a condition precedent to obtaining from that agency— 


that isthe FHA— 


final approval of mortgage insurance, the FHA directed that the access streets 
leading to and passing these dwellings be constructed so as to permit passage 
under all weather conditions, and that the local government be responsible for 
maintenance. 

Specifications for this construction were prescribed by the FHA regional office, 
San Juan, P. R. 

I assume you weren’t aware of that requirement ? 

Mr. Laust. I wasn’t aware of that, but perhaps if you checked 
further, you would find there are houses in the same neighborhood 
where the streets are not paved on which the FHA has” approved 
loans. That is my understanding. 

Mr. Lanican. This statement says “at that time”; that would be at 
the time of the paving. There might have been different rules before 
and after. 

Mr. Lavsr. That is not my understanding. 

Mr. Lanigan. We have a number of documents that have been 
submitted by various persons, Mr. Chairman, if we can introduce them 
at the conclusion of the hearing. We will refer to them during the 
hearing. 

Mr. Cuvuporr. Wait until you are through. 

Mr. Laniean. At the time of the last hearing, you indicated that 
you would check to see whether Mr. Galiber had ever made an estimate 
of $70,000 for reconstructing the marine barracks. 

Have you made such a check ? 

Mr. Lavst. I think we sent you a letter from the Governor that 
we had received on that subject. 

Mr. Lanican. You sent a letter which contained an estimate by 
Mr. Boreham, who was acting commissioner, who signed as acting 
commissioner, and the letter ‘states that the estimated is undated. 
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bre is included as an attachment to your letter of April 25, 1957, 
but the question which I asked was whether you had obtained any esti- 
mates made by Mr. Galiber, either before or after he took office as 
acting commissioner of public works. 

Mr. Lavst. M: ay I read a telegram we received from Mr. Claunch 
ani April 29 ¢ 

Mr. Laniean. All right. 

Mr. Lavst. As I reeall, I read it to the chairman, stating that we 
didn’t have the complete data on the estimates. 

Mr. Lanitean. That is right. 

Mr. Laust. Reread April 26. Renovation of marine barracks. 

3oreham unable to locate in public works other estimates. Increase in costs 
from the original estimate of $75,800. 

In other words, all he can find is the original estimate of $75,800. 

Mr. Lanican. Which Mr. Boreham made as acting commissioner, 
which is undated, so we don’t know what it is. 

The estimate that you supplied us is signed “Donald S. Boreham.” 

Mr. Lavst. He is acting commissioner today. He wasn’t at the 
time. 

Mr. Lanican. This particular estimate is undated, and you don’t 
know whether it was made either before or after Mr. Galiber took 
office ? 

Mr. Lavst. The $75,000 estimate ? 

Mr. Lanican. Yes. 

Mr. Laust. That was not made by Mr. Galiber, as commissioner. 

Mr. Laniean. You know that 4 

Mr. Laust. Yes, I know that, because, as I recall, George Reed 
was commissioner at the time this project was undertaken. We are 
talking about estimates subsequent to that original one. 

Mr. Lanigan. And you haven't found any estimate subsequent? 

Mr. Laust. Mr. Boreham says he can’t find any. 

Mr. Cuuporr. Well, that is apparent. A lot of stuff disappeared. 

Mr. Lanican. Another question which you brought up, I believe in 
answer to questioning, was the matter of a purchase of a tract of 
Jand for a waterfront highw ay, and the price was $16,300. 

Roughly, the area was about 65,000 square feet, and you indicated, 
I believe, that Mr. Galiber had negotiated this purchase, and he had 
been told to check with the district attorney before he went ahead 
with the purchase, and [ think you indice ated that there had been no 
appraisal committee appointed to appraise the land. 

Now, have you been able to locate any written instructions or reg- 
ulations of any kind requiring an apuoneal by three appraisers be- 
fore the government acquires any land in the Virgin Islands? 

Mr. Lavst. I think, Mr. Lanigan, your files will show a letter from 
the United States attorney advising the committee that there are no 
written instructions, law, or regulation, that it is merely a customary 
practice that has been followed for years, and it has been followed 
even in connection with this waterfront job we are talking about, in 
the previous purchase at the other end of the road. 

Mr. Cuuporr. I read that letter from the district attorney, Mr. 
Lausi, and my recollection is he didn’t say that. 

Now, let’s see what he did say. 
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Mr. Laniean. I can read the letter addressed to the chairman and 
dated April 23, 1957. 


Reference is made to your letter of April 12, 1957, concerning procedure 
effective here in the acquisition of real property by the government of the 
Virgin Islands. 

In paragraph 4 of your letter you say: 

“I would appreciate your sending me a copy of any Virgin Islands law, regu- 
lation, instruction, or other procedure in effect during the last 3 years which 
requires that real estate transactions be based on an appraisal by 3 independent 
appraisers.” 

I have not been able to find any law, Executive order, or regulation requiring 
that “real-estate transactions be based on an appraisal by three independent 
appraisers.” I have been told by persons who have served officially on past 
administrations that this is a long-standing custom. The appraisement is con- 
sidered advisory only, but serves to relieve the purchasing officials of the burden- 
some responsibility of determining what would be a pair price for the Government 
to pay. 

It was necessary about a year ago to acquire a parcel of land from the West 
Indian Co., Ltd., for extension of the waterfront highway to its eastern terminus. 
Three appraisers were appointed to determine the fair value of this land. I am 
told by Government Secretary Charles J. Claunch that on at least two other 
occasions he has appointed appraisers to make such determinations. The gov- 
ernment acquired two tracts of land to be subdivided and sold to the individuals 
by the municipal land authority under the homestead law (bill No. 198, July 7, 
1953). One of these tracts was Bordeaux estate, consisting of 500 acres, for 
which $40,000 was paid. This purchase was negotiated by the municipal land 
authority sometime in the summer of 1954. The other parcel purchased was 7 
acres of estate Anna’s Fancy, for which $24,000 was paid. This purchase was 
authorized by an act of the legislature, and the price paid was approved by the 
legislature. I find nothing to indicate that appraisement procedure was followed 
in either of these instances, and probably the customary procedure was not de- 
signed to apply to transactions of this kind. 


Now the question I wanted to ask you was in regard to this custom. 
The United States attorney indicates that the government secretary 
appointed the appraisers. Are you aware of any other practice than 
having the Governor or the government secretary appoint appraisers ? 

Mr. Lavst. I don’t know who appointed the appraisers. I assume 
it would be the Governor or the government secretary. I suppose that 
authority could be delegated to the department head. 

Mr. Laniean. Well, was it delegated ? 

Mr. Lavst. I don’t know. 

Mr. Lanican. You know of no delegation to the department head. 
Now have you made any further investigation of this transaction ? 

Mr. Lavst. Governor Gordon is here prepared to testify on that, 
Mr. Lanigan. I will be glad to tell you what I know, but if you want 
the complete story, he is here and prepared to tell the committee. 

Mr. Lanican. Has your office made any further investigation ? 

Mr. Lavst. Yes. 

Mr. Lanican. What did your office determine? 

Mr. Lavst. Well this is not a matter actually for our office to take 
any action on. It is really out of our jurisdiction. I do have a letter 
of April 11 from Mr. Claunch that the committee may like to have 
read. 

Mr. Moss. Well, Mr. Chairman, may I make an observation at this 
point ? 

During the last hearings I indicated quite definitely my amazement 


at the rather harsh indictment you had made of Mr. Galiber. As I 
? 


remember, you listed 3 or 4 items. One was failure to report water 
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supplies. The second was the paving of Ninth Street. The third 
was the remodeling of the Marine Barracks, and the fourth was the 
item presently under discussion, acquisition of this property. 

Mr. Lavst. Except on the remodeling of the barracks. That was 
in answer to a question from a member, and I believe I did state Mr. 
Galiber was not the Comissioner when that budget was undertaken. 

Mr. Moss. Well, on the other three. 

Mr. Laust. Yes. 

Mr. Moss. Now, as I recall the testimony which developed then 
upon some close questioning, Mr. Galiber paved Ninth Street because 
the legislature directed him to pave it. Apparently there was also a 
requirement of the FHA that it be paved before they would complete 
the processing of loans on certain houses. 

Mr. Lavst. That is not my understanding. 

Mr. Moss. That is the statement of the responsible authority in the 
islands, according to the letter we have on file here. 

Mr. Lausr. I believe Governor Gordon 

Mr. Moss. In any event, you would not question but that the legis- 
lature directed the paving be done? 

Mr. Lavst. No; I wouldn’t question that. 

Mr. Moss. So it is just a question of priority here as to whether he 
did the job first or last. 

Mr. Lavust. No; in my mind it was a question of Mr. Galiber noti- 
fying the Governor of the circumstances surrounding this situation, 
primarily that Mr. Galiber did own some property on that street. 

Mr. Moss. Suppose he had notified the Governor, would it then be 
proper conduct for him to ignore the direction of the legislature and 
not pave the street ? 

Mr. Lavst. I wouldn’t say that, but at least the Governor would be 
aware of the situation and not be greeted by such articles as we had in 
the newspapers. 

Mr. Moss. You mean you would conduct the Government so news- 
papers wouldn’t be critical? That is not possible. 

Mr. Laust. No; that is not possible. But there was a petition made 
by people on other streets, to the Governor, resenting that Ninth 
Street was being paved when there were only a few houses, and 
Eighth Street had more houses and was not paved. The Governor 
would have been in a position to answer the criticism, had he known 
what the situation was, if Mr. Galiber had informed him. 

Mr. Moss. Mr. Galiber could only be justly criticized there if you 
could prove he had unjustly influenced the legislature and the Gov- 
ernor, because the Governor signed the bill. 

Mr. Laust. I am sure there is no question of improper actions, as 
far as I am concerned. 

Mr. Moss. The legislature passed the bill, the Governor signed it, 
and the man went ahead and carried out the direction of the legisla- 
ture. 

Mr. Lavst. It would have been a lot better if the Governor had been 
informed so he would have been prepared when the criticism came. 

Mr. Moss. Should Mr. Galiber not have carried out the bill just 
because he owned property on the streets covered by it? 

Mr. Lavst. No. 

Mr. Moss. I can’t follow your line of reasoning. 
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Then we get on to the waterfront bill, and from what you have 
stated, I still can’t find out what it is there you think is objectionable, 
the thing you are highly critical of. 

Mr. Lavst. No. 1, we thought the price excessive for land in that 
section of town. 


Mr. Moss. Wasn’t the United States Attorney requested to come 
in 





Mr. Lavst. May I read the last letter I received from Mr. Claunch 
on that? The Governor is ready and willing and prepared to testify 
on that. 

Mr. Cuvuporr. You read that letter from Mr.Claunch. Iam always 
interested in what he has to say, because when we find he doesn’t tell 
us the truth, he always apologizes very gracefully. 

You read it. 


Mr. Lavst. This is addressed to me: 
In reply to your letter of April 1, 1956— 


and I believe you have a copy of that letter in your files. I think that 
was the last thing I sent you— 


concerning the purchase of 65,425 square feet of land at the western terminus of 
Waterfront Highway for $16,356.25 by the Virgin Islands Realty Corp., I feel 
that the investigation of this purchase is as complete as possible. The facts 
indicate: 

(1) At the date of October 9, 1956, the Governor advised Mr. Rudolph Galiber, 
then commissioner of public works, to confer with the United States attorney 
with reference to the purchase of this property and to follow the usual procedure. 

In this connection I am transmitting a copy of a letter from the United States 
attorney, dated March 26, 1957. 

(2) The next notice the Governor had of the purchase of this property was on 
November 26, 1956, in which the commissioner of public works enclosed an un- 
signed warranty deed transferring this property to the Governor of the Virgin 
Islands. 

(3) This deed was forwarded by the Governor to the United States attorney 
on December 3, 1956, to ascertain legal sufficiency. 

(4) On December 4, 1956, the United States attorney found the document in 
proper form and reasonably sufficient. 

(5) On December 7, 1956, Governor Gorden returned the unsigned warranty 
deed to the commissioner of public works advising him that the United States 
attorney found it in proper form and legally sufficient and directed that dis- 
a be secured. Disclaimers were secured during January and February 
0 . 

(6) On January 2, 1957, the voucher for the payment of this land in the 
amount of $16,456.25, certified by Mr. Rudolph Galiber, then commissioner of 
public works. 

(7) On January 3, 1957, this voucher was certified by the office of comptroller 
for the Virgin Islands. 

(8) This certified voucher was received by the department of finance on 
January 4, 1957, and check No. 23982 was issued the same day. 

(9) This check was deposited in the Virgin Islands National Bank on Jan- 
uary 5, 1957. 

(10) The tax assessor has advised me that this property was assessed last 
year at 9 cents per square foot. The tax assessor also advised me that several 
plots in this general area but to the east and north have been sold by Mr. Ben 
Bayne at approximately 20 cents per square foot. All of these sales should be 
reflected in next year’s tax assessment program. 

It is obvious Mr. Galiber made the purchase without the benefit of the advice 
of the board of appraisers, and did not follow the usual procedure. 

A peculiar feature of this entire transaction is the fact that the deed trans- 
ferring the property was executed, signed, and notarized on November 14, 1956. 
Then 12 days later, on November 26, 1956, the commissioner of public works sent 
the Governor an ‘unsigned’ deed asking that it be checked to ascertain if it 
were in proper form and legally sufficient. 
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I have discussed the matter of securing declaratory relief in the courts with 
the United States attorney, and he would rather study the matter further be- 


fore making any decision. 
This is signed by Mr. Claunch. 
(A copy of this letter and photostatic copy of deed concerned is in 
eee files. ) 

Mr. Cuvuporr. In this deed that went to the Governor, the considera- 
tion was recited in the deed; wasn’t it ? 

Mr. Lavst. I understand it was. Otherwise it was blank. 

Mr. Cuuporr. Now, [ understand that Mr. Claunch got the deed. 

Mr. Moss. Who is Claunch ? 

Mr. Cuvuporr. Clauch is the government secretary and Acting Gov- 
ernor when Governor Gorden is out of the islands. 

What does that have to do with the price? Is there anything in 
the letter that shows the price was not fair and reasonable and the 
market value of the property at that particular time and why is it 

eculiar that the notary seal is on a special date and it went to the 
br Tnited States attorney for proper interpretation as to whether or not 
is complied with the law and went to the Governor, too? 

Mr. , ana Well, the question was whether it was legally sufficient. 

Mr. Cuvuporr. He decided whether it was in good form ? 

Mr. Laustr. As I understand it. 

Mr. Cuuporr. If the price was in there and the Governor saw it and 
Mr. Claunch saw it and they felt it was exorbitant under the circum- 
stances, why didn’t they ask that investigation be made at that par- 
ticular time? 

Mr. Lavst. I don’t believe they signed the deed, but there again, 
Mr. Chairman, the Governer is here, and he is the one who was in on 
this thing right from the beginning. I was not. 

Mr. Crruporr. I think if I were Governor of the Virgin Islands 
und somebody sent me a deed, I would like to see how they arrived 
at the price, and I would ask whether it had been appraised or not 
appraised, and I think certainly there is negligence somewhere along 
the line. If Mr. Galiber bought this property at $16,400, and that 
was an exorbitant price, I think it was a duty upon all of the people 
in the Government who finally examined a paper that transferred 
title to that property to determine whether or not they were paying 
an exhorbitant purchase price. 

As a matter of fact, before the United States Government can sell 
property which the Committee on Government Operations has con- 
trol over, it comes down to us and we have to determine whether or 
not a fair and adequate price is being received. You are under no 
greater duty when you buy property than you are when you sell 
property, so I can’t see how you can blame Mr. Galiber for that. 
If he felt that the proper price was $16,400, and he submitted a deed 
with that price recited in the consideration clause, and there was any 
question about the value of the property, certainly the Governor or 
the government secretary or somebody should raise the question. 
Even the United States atior ney should know enough about St. Thomas 
to realize—to have alerted the Governor or raised the question him- 
self. I think he was under a duty to do it. 

Mr. Laust. The Governor can answer your question on that. 

Mr. Moss. While I grant that is a matter of opinion and you 


are 
certainly entitled to your opinion, and you say the Governor can 


an- 
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swer the question, before I would make the indictment you made, 
the charge against Mr. Galiber, I would have determined 
those facts. I stated before that I thought the charge was about as 
unfair as anything I have ever heard, and the more we go into it, 
the more I am amazed that a responsible official of government would 
make such charges and make them on a public record, and then when 
you say you really don’t know these facts, I am even more amazed. 

I would never be so unfair to anyone if he were my most bitter 
enemy as to try to undermine his reputation the way you have on this 
record, : and you admit you don’t know whether or not the things which 
disturb you are true or false. 

Mr. Lavst. I merely said the Governor is here to answer that, Mr. 
Moss. 

Mr. Moss. But you are the one that made the charge on the record. 
He did not. 

Mr. Cuuporr. This property was set up at $16,400 in this transac- 
tion, I believe; is that mght? 

Mr. Moss. $16,300. 

Mr. Cuvuporr. What do you think an honest appraisal of the prop- 
erty would be since you charge Mr. Galiber with not acting in good 
faith in the transaction ? 

Mr. Lavst. I think a board of appraisers would have determined 
that. Maybe the price might have been right, but it should have 
gone through the procedure of the board of appraisers. 

Mr. Cuuporr. Isn’t that more of a reason that you shouldn’t have 
accused Mr. Galiber of bad faith? If you felt he had been violating 
his trust and his duty in office and was guilty of misfeasance or mal- 
feasance, certainly you should have had an ——— made before 
you made the accusation. Wouldn’t that be fair? 

Mr. Lavst. The appraisal should have been made when Mr. Galiber 
went to buy the property. 

Mr. Cuuporr. But you came before this committee—unfortunately 
I wasn’t here—and Mr. Moss, I think, was acting chairman—or may- 
be it was Mr. Fascell—but I read the record, and I think before you 
come before a committee in an open hearing in the Congress of the 
United States and accuse a man of malfeasance or misfeasance in of- 
fice, the way you did in this record, you certainly should be sure of 
your ground by at least having the ‘property appraised so you can 
substantiate what you say. 

Mr. Moss. As I recall, the letter you read about the policies of the 
past indicated that the Governor or the government secretary ap- 
pointed the appraisers. 

Now, this matter, certainly when the deed was sent to them, was 
brought directly to their attention; if, then, here was a custom of 
appointing appraisers, was it Mr. Galiber’s job to reverse the cus- 
tom and undertake the appointment of appraisers, or was it the re- 
sponsibility, as it apparently had been in the past, for the govern- 
ment secretary to appoint the appraisers? 

Your own statement that you read to us clearly indicates that it was 
the practice for the government secretary or the Governor to appoint 
au board of appraisers. 

Mr. Lavst. That is the letter you read, Mr. Lanigan. 

Mr. Moss. Well, you had a copy of it there. You said it was the 
same letter. So at least that is the truth. He indicated that the 
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government secretary or the Governor had ordered the appraisals. 
Why do you expect the commissioner of public works to do it when it 
has always been done by the secretary ? 

Mr. Laust. The Governor recommended that the usual procedure 
be followed. 

Mr. Moss. Well, then, the usual procedure would be for the gov- 
ernment secretary or the Governor to appoint the three appraisers. 

Mr. Lanican. Was there any need for thane in acquiring this prop- 
erty? Do your records indicate that? 

Mr. Laust. As I recall, the portion of the road that was being con- 
structed was to be finished about the first of March, and from there 
on in was the extension that we were talking about. I think they are 
working on that now. 

Mr. Lanican. Well, wasn’t it a fact that this property had to be 
acquired by not later than January 31, 1957, or that the contractor 
working on the highway would have pulled out his equipment and 
taken it to Puerto Rico? 

Mr. Laust. I think probably the job had gotten to such a point 
where some of the equipment could have been taken out. The con- 
tractor was through with that particular equipment. 

Mr. Lanican. Mr. Claunch has told you that was the situation. 
Isn’t that right ? 

Mr. Laust. I don’t recall the date, but I believe that is right. 

Mr. Lanican. You also indicated that property had been selling 
in that area, according to the local assessor, at about 20 cents a square 
foot, and this property was sold at 25 cents a square foot; is that 
correct ¢ 

Now, according to my figures, at 25 cents a square foot, this prop- 
erty cost $16,356. At 20 cents, it would have cost $13,000. However, 
the last prior sale reported at 20 cents was in March, and this deed 
was dated November 14. 

Two questions arise: First, is a rise of 25 percent that year or in 
6 months in property in the Virgin Islands, in St. Thomas, an unusual 
rise in value ? 

Mr. Laust. I suppose that depends on where the property is. You 
spoke of these other sales. Is that in the same area ? 

Mr. Lanican. Yes; it is all part of the same estate. 

Mr. Laustr. It may all be a part of the estate, but this is a poorer 
section, where the land is located, than the part where the hotel is. 

Mr. Lanican. Have you examined the other properties that were 
sold or do you know where they are located ? 

Is it unusual for property values to rise 25 percent in the Virgin 
Islands, in the St. Thomas area, in the course of a year or 6 months? 

Mr. Laust. I couldn’t answer that. They have risen over the past 
several years. That is for certain. 

Mr. Lanican. Well, haven’t property values risen phenomenally in 
St. Thomas recently ? 

Mr. Lavust. I couldn’t tell you if they have risen phenomenally. I 
don’t know. 

Mr. Lanican. Well, they have risen substantially; don’t you know 
that? 

Mr. Laust. I don’t know. I know they have risen. 

Mr. Cuuporr. Mr. Lausi, don’t you believe that as a result of the 
construction of the waterfront road and its extension into this par- 
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ticular area that that would certainly cause the price of property in 
the area to increase? Isn’t it normal real-estate procedure that where 
they are going to put a road through property, it causes the lots con- 
tiguous to the road to rise in price ? 

Mr. Lavst. There is no question about that. It is a beautiful road, 
and it has raised the price of the property along the waterfront. 

Mr. Cuvuporr. So there could logically be an increase in price in 6 
months as a result of the fact that the waterfront road was going 
through that section ? 

Mr. Lavust. I wouldn’t know how to answer that question. 

Mr. Lanican. Well, if the 20-cent values are accurate for that area, 
do you think that a difference of $3,200, which avoided delays in ac- 
quisition and delays in road construction and possible delays due to 
court action because the district attorney has told us that the land- 
owners had previously said they wouldn’t sell this land, do you think 
that an increase of $3,000 was unjustified to avoid these two types 
of delays? 

Mr. Lavst. Mr. Lanigan, I don’t see where the haste comes into the 
picture because according to Mr. Claunch, that deal was executed on 
November 12, so I don’t see where the haste is involved. 

Mr. Claunch says the deal was executed on November 14. 

Mr. Lanican. Well, would you anticipate that condemnation pro- 

ceedings would have been completed by January 31? 

Mr. Lavst. From November 14? 

Mr. Lanican. Yes. 

Mr. Lavst. I think we could have gotten fast action on that. I am 
sure the courts would have understood the situation. I don’t think 
the courts are that crowded down there. 

Mr. Cuuporr. Well, do you feel that the difference in price of 5 
cents a square foot was enough of a difference to warrant a condemna- 
tion proceeding and a court action in this case? 

Mr. Lavst. I couldn’t answer that, but I would like to find out 
where that other piece is Mr. Claunch talks about. 

Mr. Cuuporr. I personally think it is much ado about nothing. 
It is $3,200, and unless you could show definite intent to commit a 
crime, I think to accuse Mr. Galiber, who ac tually followed the normal 
line of procedure by submitting the deed to the district attorney 
and submitting the deed to the Governor, to accuse him of being a a 
criminal actually 

Mr. Lavst. Mr. Chairman, I haven’t accused him of any criminal 
action. I don’t think that ought to show in the record. 

Mr. Cuuporr. Well, you imputed malfeasance in office and mis- 
feasance in office and that is a crime in some jurisdictions. 

Mr. Lavst. I may have been accusing him of poor judgment, but 
not of any crime. 

Mr. Cuuporr. I think you accused him of questionable conduct. I 
think that is what you accused him of. 

Now, what you mean by that, I don’t know. I know what I would 
mean if I accused somebody of questionable ee 

Mr. Lavst. I don’t agree with that at all. I dislike having the 
record show I am accusing Mr. Galiber of any crime. Iam not. If 
that had been the case, it would have been referred to the United 
States attorney. 
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Mr. Cuuporr. I will withdraw the reference to the word “crime” 
and say you accused him of questionable conduct. 

Mr. Lanican. I have just one other question on this. In the usual 
procedure, do you know at what point of the transaction the Gov- 
ernor in the past has appointed the appraisers, the Board of Ap- 
praisers / 

Mr. Laust. No. Why don’t you ask that of the Governor? 

Mr. Laniean. I just wanted to know whether you knew. 

Mr. Laust. I don’t get into all of these details, Mr. Lanigan. It is 
impossible. 

Mr. Cuuporr. I agree with you on that point. You don’t get into 

all of the details, and I don’t expect you to, and I think it would be 
impossible for you to. But when you come before the committee and 
accuse a professional man, an engineer, of questionable conduct, at 
least. on 3 or 4 occasions, then you should be in a position to back up 
and be sure of every fact before you make the accusation. 

Mr. Lanican. Do you happen to know the total cost of the water- 
front project ¢ 

Mr. Laust. In round figures, $500,000. I remember the first por- 
tion was about $440,000. I think $500,000 was the total for the job. 

Mr. Lanican. Last time you were here we had some discussion of 
the two instances in which the government of the Virgin Islands had 
become involved in purchasing a water barge. I would like to get 
clear in the record in your own words what your part was, what part 
you played in the transaction, we might call it the abortive trans- 
action, to acquire the water barge from the Navy. 

Will you just tell us exactly what your part was in this? 

Mr. Lavust. Well, I think I explained it at the last he raring, but at 
the time this transaction was gotten underway, it was pretty urgent 
that we find some means of getting water for the Virgin Islands, St. 
Thomas, when the dry season was coming up. 

At the request of the Governor, we ¢ ontacted the Navy Department 
to see if they had any facilities they could lend to us. 

Mr. Lanican. By “we”, you mean your Office, the Office of Terri- 
tories: is that correct? 

Mr. Lavst. Yes. So we did contact the Navy and they did have a 
barge, the Y W-/08, that they could let us have on a Joan basis. 

The Governor thought ths at was one way of solving it, and he asked 
us to go ahead and take care of all of the details in obtaining this 
barge, which we did. 

And then, as I explained before, a certain amount of money was 
put in a special account for the Navy to draw upon in order to reacti- 
vate this vessel. There was a lot of work to be done on that. Prior 
to completion of that work, it was determined 

Mr. Lanican. Now, if you could avoid using such words as “it”; 
I am just trying to find out where your office fit into the picture, 
whether you m: ide certain decisions and got certain information, or 
whether the Governor got the information and made the decision, 
so instead of saying “it,” would you say who took each action ? 

Mr. Lavst. Well, you have a copy of the letter we wrote to the 
Navy asking for this barge to be turned over for this purpose. 

You also have a copy “of the letter, that is the Navy reply, as to 


certain conditions that had to be agreed to before they would let 
us have the barge. 
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So, with the acceptance of those terms, the Navy went ahead and 
ordered the work to be done on the barge. 1 couldn’t tell you in detail 
what that work was, but it involved considerable work. 

At this time I would like to vee a statement I made last time. 
I said the work was done by the Navy force, but I have found out 
since the work was done by a contractor. 

Mr. Laniean. Which the Navy hired to do the work ? 

Mr. Laust. Yes. So at about this point the Governor sent up 
Captain Yates for the purpose of making arrangements to get the 
barge to the Islands. 

Mr. Laniean. And did Captain Yates report to your office / 

Mr. Lavst. Physically, yes. He reported in, but he had his in- 
structions from the Governor and whatever other instructions would 
be necessary from here. 

Captain Yates came forward with a suggestion that possibly a bet- 
ter method of solving the water problem would be for the Virgin 
Islands Government to buy a barge, a water barge that would be 
hauled by a tug. They could use a tug for other purposes when it 
was not hauling the barge. 

Mr. Laniean. To whom did he make this suggestion / 

Mr. Lavst. Well, he made it first to Mr. Arnold in our Office of 
Insular Affairs, and then they went to the Navy and discussed it 
there, and also tried to find out if the Navy had a surplus barge of 
this type. 

At that time the Governor happened to be in Washington, and as 
Captain Yates made this approach to the Governor, it seemed like 
probably that would _ the better deal, rather than to spend all 
of this money for the Navy barge, which would only be on a loan 
basis, it might be better if they had 

Mr. Lanican. So C aptain Yates then made this suggestion to the 
Governor ? 

Mr. Lavst. As I said, the Governor was in Washington at that time. 
It was in my office that the suggestion was made. 

The Governor was sitting there. That is where the suggestion was 
made, and the Governor agreed that possibly that would ‘be the better 
deal, rather than to get this Navy barge, which would be strictly 
on a loan basis, whereas, if he had his own tug, he could use it for 
other purposes, and if he had his own barge, that would be a better all- 
around deal. 

Mr. Lanican. Now, just what occurred to lead—just what was 
said concerning the cost of stopping the work on the Navy barge ? 

Mr. Lavst. Well, the verbal figure we were given was $5,000. 

Mr. Lanigan. Who gave that to you? 





Mr. Lavst. That was Captain Yates, and Mr. Arnold, in my Insular 


A ffairs office. 

Mr. Lanican. Did they tell you how they got that figure ? 

Mr. Lavst. Well, they ‘got that from the Nav vy: 

Mr. Lanican. Then what happened? Did you then contact the 
Navy personally ? 

Mr. Lavst. Did I personally ? 

Mr. LANIGAN. Yes. 

Mr. Lavust. No, sir. 

Mr. LaniGan. Well, then what happened / 
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Mr. Lavst. It was at that time that the Governor made a decision, 
instead of obtaining a Navy barge on a loan basis, to go out and buy 
his own barge and tug. 

Mr. Lanican. And did anyone get any statement from the Navy 
as to the cost of stopping the work on the first barge ? 

Mr. Laust. Just this rough estimate, because, after all, the barge 
was at Philadelphia. The work was being done in Philadelphia. 

Mr. Lanican. I want to read you a paragraph from a letter of 
April 4, 1957, signed by Thomas S. Gates, Jr., Secretary of the Navy, 


addressed to the chairman of the subcommittee, and ask you whether 
this is correct or not. 


Secretary Gates states : 


During the period March 28-29, Interior Department officials inquired in- 
formally as to what the Navy position might be toward a request to rescind 
the arrangements for the loan of the craft. They were informed that the 
Navy would favorably consider such a request. However, they were also in- 
formed that in view of the urgency expressed in the original request for help, 
and the fact that the activation work was being performed under contract at 
a private shipyard, a written stopwork request would be required. 

Interior officials were further informed that final costs in the case of rescission 
would closely approximate full cost of activation, including the termination 
charges and cost of reactivation. This advice was given on March 28 and 29, 
and an early decision was requested, since completion of the work was being 
expedited each day on an urgent basis. 

A stop work order from the Interior Department was received by hand on 
April 5. The stopwork order was issued immediately by telephone and dis- 
patch. Activation on the craft ceased on April 6. 

At the time the stopwork order was received, approximately 80 percent of 
the work on the craft had been completed. It was then necessary to restore 
the craft to its original preserved state at the borrower’s expense, as provided 
in the loan agreement. This work was accomplished at minimal cost to the 
Virgin Islands government. 

To reduce further the costs to the Virgin Islands government, the Navy sub- 
sequently absorbed the $12,256 share of the total charges representing permanent 
benefits to the craft by reason of the repairs in drydocking which had been per- 
formed. Interior officials expressed their appreciation and the feeling that their 
Department had been fairly treated. Final net costs to the Virgin Islands gov- 
ernment was $39,843.49. 

The Navy regrets that the request to stop work on YW-108 was received so 
late in the activation period, and you may be assured that the Navy has coop- 
erated with the Interior Department to the fullest extent possible in reducing 
Virgin Islands government expenses to a minimum in connection with this 
transaction. Relations with the Interior Department officials have remained 


cordial throughout, and the Navy is again this year helping to alleviate water 
shortages at St. Thomas, V. I. 


Now, do you have any disagreement with any of the parts I have 
read ? 

Mr. Laust. No, sir. 

Mr. Lanican. Then will you state whether this statement is correct : 
That prior to—in fact, 5 or 6 days prior to the request for deactiva- 
tion of work, the Navy did inform the Interior Department officials 
that final costs would be approximately the same as that of recondi- 
tioning the vessel? 

Mr. Lavst. Well, that is not the information we had, but I have 
no reason to doubt it. The Navy is probably correct on this. 

Mr. Moss. Who issued the stopwork order from the Department of 
the Interior? 

Mr. Lavsr. That was a letter from, I believe, the Assistant Secre- 
tary of the Interior. 
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Mr. Cuvuporr. What did the barge and tug cost that was bought by 
the Virgin Islands government ? 

Mr. Lavust. I gave that last time. As I recall, the tug was $115,000 
and the barge $30,000. 

Mr. Cuvporr. I understand you had considerable difficulty with it ; 
that it leaked and you had to repair it. Were appraisers appointed 
to determine the value of the barge before you bought it ? 

Mr. Lavst. No. 

Mr. Cuuporr. Well, who was the person that looked at the barge 
before you spent $115,000 to determine whether it would operate 
and do the job for which you were buying it? 

Mr. Lavst. Captain Yates, whom I have mentioned in the past. 

Mr. Cuvuporr. He inspected it and advised the government of the 
Virgin Islands that the barge was worth $115,000 and it would be a 
better way to transport the water ? 

Mr. Lavst. Right. 

Mr. Cuuporr. Well, I think there was something in the testimony 
that the Coast Guard got into this transaction somehow or other. 

Mr. Lavst. I think that was after the barge arrived in the Virgin 
Islands and had been there for several months. 

Mr. Cuuporr. And they determined it was unseaworthy. How 
did they get into the thing, the Coast Guard ? 

Mr. Lavstr. I think it was on the personne] manning .requirements. 
As far as I know, they have never said it was unseaworthy. 

Mr. Cuuporr. Now, where was the barge when it was purchased, 
in Puerto Rico? 

Mr. Lavst. Baltimore. 

Mr. Cuvuporr. And Captain Yates went to Baltimore and looked 
at it.? 

Mr. Lavst. Yes. 

Mr. Cuuporr. And who was Captain Yates? 

Mr. Lavst. The harbor pilot at St. Thomas. 

Mr. Cuuporr. Then he knows the channels and waters around St. 
Thomas and could pilot any kind of boat within the harbor? 

Mr. Lavst. I would expect so. He is the harbor pilot. 

Mr. Cuuporr. As a harbor pilot, he would only be a qualified quar- 
termaster on a ship and a navigator. He wouldn’t know anything 
about the value of a ship and its seaworthiness or whether or not it 
was fit for sailing, isn’t that true? 

Mr. Lavst. I don’t know where the comparison comes between a 
quartermaster and a harbor pilot, but it is my understanding that 
Captain Yates was fully qualified. 

Mr. Cuuporr. For your information, Mr. Lausi, I was in the Coast 
Guard during World War II and I came in contact with quarter- 
masters that were better pilots than pilots. 

Mr. Lavst. Well, for your information, I was in the Coast Guard 
during World War IT, too, and we had some darned good quarter- 
masters and some darned good harbor pilots. 

Mr. Cuuporr. Now, I have some figures here that I think ought 
to get into the record. 

(Report of Commissioner of Finance is in subcommittee files.) 

Mr. Cuuporr. The original barge you wanted to buy from the Navy 
would have cost $80,000, is that right? 
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Mr. Lavst. Well, they estimated if we set up the account for 
$80,000, that ought to cover the activation cost. 

Mr. Cuvuporr. And you were refunded $40,256.01, which gave you 
a net loss on the first barge of $39,743.99. 

Mr. Lavust. That is correct. 

Mr. Cuuporr. Then when you bought the Carpeake barge and tug, 
you paid $132,000, $115,000 for the tug, $17,000 for the barge, making 
a total of $132,000. 

You then repaired the tug at a cost of $5,910.06, and the barge at 
a cost of $18,500, for a total of $24,410.06. 

Adding that to the original cost of the tug and the barge, it gave 
you a total cost of $156,410.06, and later on you made some further 
repairs to the tug and barge in the amount of $2,176.55, or a total 
of $158,586.61, total for the tug and barge. 

Now, are the tug and barge operating efficiently at the present time? 

Mr. Lavst. Yes, sir. 

Mr. Cuuporr. But you could have had the Navy barge at a cost of 
$80,000. 

Mr. Lavust. Of course, it would be on a loan basis. That was not a 
purchase. 

Mr. Cuuporr. But did you ever determine whether or not you 
could have bought the barge from the Navy and what they would 
have charged you for it? 

Mr. Lavst. No, we could not have bought it. 

Mr. Cuuporr. They wouldn’t sell it to you? 

Mr. Lavst. It was part of their mothball fleet or reserve fleet. We 
would have had to return it at some time or other. 

Mr. Cuuporr. So, adding the cost of the first barge transaction to 
the cost of the second barge transaction, the entire proposition ran you 
pretty nearly $200,000. 

Mr. Lavst. Yes. 

Mr. Moss. Mr. Chairman, as I recall the letter from Secretary Gates, 
the Department was informed that at the late date the stop was re- 
quested, the cost of terminating the contract would be approximately 
the same as the cost of conversion. The $80,000 was merely an esti- 
mate, and a check was deposited. It was to be subject to whatever 
actual costs were incurred. 

Now, if the costs were to be approximately the same in canceling, 
and they turned out to be $39,000, then it is reasonable to assume, 
inasmuch as 80 percent of the work was done at that point, that it 
would have been less than $80,000 to activate the Navy barge for the 
use of the Virgin Islands Government. 

Mr. Cuuporr. Your figures are correct, except that the Navy absorb- 
ed $12,000 themselves, so it would run probably around $51,000, 
rather than $40,000. 

Mr. Moss. Yes. 

Mr. Cuuporr. In addition to that, something I didn’t bring out 
before, when the barge got into the Virgin Island, the Navy did some 
complimentary repairs to the second barge without charge to the Vir- 
gin Islands government. I read about that. 

Mr. Lavust. You say the second barge? 

Mr. Cuuporr. The Carpeake barge. Didn’t the Navy do some com- 
plimentary repairs of that for you? 
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Mr. Lavsi. Not to my knowledge. They may have, but not to my 
knowledge. There were other repairs made after the barge arrived 
in the Virgin Islands, but I thought that was done. by private con- 
tractor. 

Mr. Moss. I have one other question. 

Mr. Brownson. Well, on that one point of the barges, we actually 
are talking about two different things. We are talking of one barge 
on which we would have paid the $80,000, and in which we would have 
had no equity at all. This barge could have been reclaimed by the 
Navy on 60 days’ notice at any time. I understand, and you can check 
to see if I am right, Mr. Lausi, the whole lease arrangement was for 
a period of 4 years. 

Mr. Lavst. I don’t recall there was a specified time in there. I will 
see if I have that correspondence. 

(This correspondence is included in appendix N, p. 858.) 

Mr. Brownson. Theoretically, the second barge had some resale 
value. 

Mr. Moss. I quite agree, if they hadn’t undertaken the contract in 
the first place where they were committed to pay approximately the 
cost of reconditioning in order to terminate their agreement, so they 
paid practically the price they would have had to pay for the first 
barge, even though they didn’t use it. 

Mr. Brownson. I didn’t remember it as quite that high. 

Mr. Moss. $39,000. 

Mr. Cuvuporr. Well, we checked the overall figures. 

Mr. Brownson. But the overall figure from the Navy was $80,000. 

Mr. Moss. That was the estimated cost. But in Secretary Gates’ 
letter 

Mr. Cuuporr. He gave them back $40,000, and also absorbed about 
$12,000 of the cost themselves because they felt there were some per- 
manent repairs to the barge that they could make, that they could give 
the Virgin Islandscredit for. Soactually if they had charged them all 
of what it cost, it would have been $52,000. 

Mr. Moss. But the Navy indicated at the time they agreed that they 
would issue a stop order, if formally requested; that the cost of such 
a stoppage would be almost the same as the cost of conversion. 

Mr. Brownson. Wasn’t there involved the matter of reconversion ? 
In other words, didn’t they have to take off some of the equipment 
they had put on it at that stage of the conversion ? 

Mr. Moss. Yes. 

Mr. Brownson. Is that why the cost was high ? 

Mr. Moss. But the total investment for the Virgin Islands was 
virtually what it would have been if they had gone ahead and com- 
pleted the transaction. 

Mr. Lavst. But there is no breakdown on it. When they said 80 
percent of the work had been done, it doesn’t mean 80 percent of the 
money had been spent. It might have been 80 percent of the work, 
but a lower percentage of the money. 

Mr. Moss. That might be, but there is nothing that says that. 

Mr. Brownson. It was only a 4-year loan, anyway. 

Mr. Cuuporr. The letter says the duration of the loan shall not 
exceed 4 years’ duration from the date of the change of the custody 
except by mutual agreement. In other words, there was an option 
to extend. 
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Mr. Moss. The question that I have now goes to the second barge. 
We have had some strong criticism over the acquisition of a piece 
of property because of no appraisal. Was the second barge and tug 
appraised in advance of purchase by men of competence in ships or 
equipment of that type? 

Mr. Lavst. It is not my understanding that it was, but I would like 
to check the record on that. 

Mr. Moss. In other words, Captain Yates was the negotiating and 
the expert adviser and it was felt that even though in other instances 
appraisals should have been made or those failing to make them or 
securing them would be criticized, that in this instance, involving the 
expenditure of one-hundred-and-thirty-thousand-some odd dollars, 
that an appraisal or an expert opinion as to the seaworthiness, or the 
condition, of the equipment was not necessary ? 

Mr. Lavsr. Well, I am sure Captain Yates satisfied himself. Now, 
what means he used in doing that, I wouldn’t know. 

Mr. Moss. Can’t we be just as charitable to Mr. Galiber, that he 
satisfied himself? If we are going to be charitable today and assume 
that all of these people are competent and that they are going to act 
entirely in good faith and get the very best for the government, why 
should we differentiate between one and the other ? 

Mr. Laust. Of course, the Governor of the Virgin Islands is not 
involved many times in obtaining barges and tugs. It was an unusual 
situation. 

Mr. Moss. I wouldn’t buy a river barge down there, a used motor 
launch, on the advice of a harbor pilot. 

Mr. Lavusr. Yousay you would ? 

Mr. Moss. I wouldn’t. I would want to get hold of somebody who 
was quite competent to advise me as to whether I was getting a good 
buy or not, 

Mr. Lavst. I don’t know what means Captain Yates utilized in 
satisfying himself that he had what the government needed. 

Mr. Moss. It must have been persuasive, because they canceled some- 
thing at a cost of $39,000. 

Mr. Lavst. Well, neither can we assume that he did not take the 
proper steps. 

Mr. Moss. Oh, you do in the case of Mr. Galiber. 

Mr. Laust. It is established he didn’t there. 

Mr. Moss. You didn’t know the other day when you were up here 
whether he had or he hadn’t. You assumed he hadn't. 

Mr. Lavst. I said the government secretary was investigating, and 
he would give us the full report. 

Mr. Moss. Sure, he was investigating, and you hadn’t determined. 
Here you haven’t determined either, but you are not critical. I don’t 
see why we differentiate bet ween people. 

Mr. Cruporr. Mr. Moss, I think there is even a greater duty- 

Mr. Moss. I do, too. 

Mr. Cuvuporr. On the part of the Virgin Islands government— 

Mr. Moss. Ships can sink, but land is difficult to sink. 

Mr. Crvporr. It is the first time they have been in the field, and 
I think they should have called upen the Navy and the Coast Guard 
and the Maritime Commission to make a full check of this barge 
to see whether or not they were getting their money’s worth . 








— 


754 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT | 
Mr. Lavsi. There is another thing involved, Mr. Chairman. We 
needed water down there, and that was an overriding factor. 
Mr. Cuvporr. In other words, the mere fact that you needed water, 


you would buy any piece of junk they wanted to sell you ? 
Mr. Lavsi. We would have been criticized if we ran out of water. ' 
Mr. Cuvporr. When you finally got the barge and sent it over to : 
Puerto Rico, it came back with salt water in it because it was in bad 
condition, so you didn’t get the water after all. 
Mr. Moss. You needed water so badly that you canceled a contract | 
that was 80 percent completed for conversion of something the Navy 
would loan you, and you paid $39,000 or $40,000, thirty-nine-thousand- ; 
and-some-odd dollars, in the process of canceling. You bought a pig 
in a poke which, when you got it finally into your own possession, you 
had to then undertake to repair at a cost of about $22,000 or $23,000. 
It was some time before you got it repaired, so you didn’t really 
achieve your objective of speed. 
Mr. Lavst. Our objective was to get water. I think we achieved it 
that year. 


Mr. Cuvuporr. It cost $17,000 to buy the barge, and $18,000 to repair 
the barge. It cost them more to repair it than to buy it. 
Mr. Moss. Well, I am just intrigued by the very interesting prac- 
tices followed. | 
Mr. Cuvporr. Any further questions ? 


Mr. Moss. I have no further questions. 

Mr. Laniean. I don’t have any more, Mr. Chairman. 

Mr. Cuuporr. Are you through, Mr. Lausi ? 

Mr. Lavst. Yes. 

Mr. Cuuporr. Do you have any questions, Mr. Brownson ? 

Mr. Brownson. No more questions, Mr. Chairman. 

Mr. Moss. I have just one other. When we were discussing the 
land, as I understand it, you said you are not sure what the value 
of the land is, whether you paid too much or too little. 

Mr. Lavust. I am not an expert on land value. 

Mr. Moss. But yet on March 20— 


Yes— 


ERT 


and this is quoting you— 


NE 


We understand $16,300 was paid for that acre and a half of land. Now, we have 
asked the Governor to give ws a full report on exactly what happened, to pay 
such an exorbitant price for that little piece of land. 

You had determined that it was an exorbitant price, even though 
you don’t know what the land value was ? : 

Mr. Lavst. I think it was exorbitant. I know the area, and I 
think it is an exorbitant price. 

Mr. Moss. You just got through saying you were not an expert 
on real-estate prices. 

Mr. Lavst. I am not an expert, but I know what land in that area 
costs. 

Mr. Moss. Well, I have been a real-estate broker for many years, 
and I would want to be certain as to land value before making an 
accusation such as that. 

Mr. Cuvporr. I feel sorry for Mr. Galiber. If poor Mr. Galiber 
lost his job for selling a piece of land and paving Ninth Street, I think, 
comparing the two situations, there ought to be a complete shakeup. 
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Probably Captain Yates’ resignation should be asked for. I don’t 
know whether he works for the Government or not. I am not sure 
there shouldn’t be a-complete shakeup on this situation. I think this 
is just about the worst kind of business deal the Government could 
possibly make as far as canceling the order for the first barge and buy- 
ing the second barge that was not fit for the purpose for which it was 
bought. 

I hope that you can get some distillation process worked out down 
there so you can get some water for the people. I think that is the 
big problem. And I would suggest that you do make a survey to 
determine whether or not you can establish a private distillation water 
company down there which would probably spend the money neces- 
sary and sell the water just like our water 7 do here, and 
I think that might be the answer to the whole problem, and I also think 
that you ought to look into that soil-conservation proposition, to im- 
pound the natural water. It appears wherever you have done it, it has 
worked out successfully. So maybe a combination of distillation, and 
impounding of the water will answer the problem. 

Mr. Lavust. What we have in mind for the particular area as far 
as soil conservation, impounding of water, and what not, is a supple- 
ment to that area for the future. That area no doubt will grow. Iam 
told right now those dams we have talked about in this committee 


are dry. The dams don’t help us very much, if they don’t have water 
in them. 


Mr. Cuuporr. I understand that. 

Mr. Laust. We would like to look upon that solution as possibly a 
supplement to future expansion in that area. 

Mr. Cuvuporr. Mrs. Gordon tells me that the tourist season was 25 
percent better this year than it was last year. 

Mr. Laust. In spite of the water shortage. 

Mr. Cuuporr. If you get 25 percent more people down there, you 
are going to get some more people coming to stay there, and you are 
going to need water, and if you don’t get water, you are just out of 
business. 

Mr. Lavst. I think very shortly we will have that situation under 
hand. 

Mr. Cuuporr. Thank you, Mr. Lausi. 

Now, the next witness is Governor Gordon. 

Mr. Moss. Should you recess for lunch? 

Mr. Brownson. Why don’t we? 

Mr. Cuvuporr. At the request of Congressman Moss and Congress- 
man Brownson, we will recess until 1:45 p. m. 

(Whereupon, at 12:15 p. m., the subcommittee recessed, to recon- 
vene at 1:45 p. m. of the same day.) 


AFTERNOON SESSION 


Mr. Cuvuporr. Governor Gordon, would you come up, please? 
The subcommittee will be in order. 


The next witness is Gov. Walter Gordon, Governor of the Virgin 
Islands. ; 


Mr. Lanigan. 


Mr. Lanican. Do you have any prepared statement that you would 
like to make ¢ 
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FURTHER STATEMENT OF HON. WALTER GORDON, GOVERNOR OF 
THE VIRGIN ISLANDS 


Governor Gorvon. Only this: I want to thank the committee for 
its indulgence in allowing my appearance to be postponed as of this 
date. Things transpired that were quite beyond my control, and I 
hope it hasn’t delayed too much your final report. 

I never hesitate to appear before a committee, because I always 
feel that congressional committees are just like State legislative com- 
mittees and are interested in trying to help out, both materially and 
psychologically, in any matter pertaining to the particular job that 
you are involv ed in, and as part of the administration, I am certainly 
involved materially and psychologically in the Virgin Islands. 

I say this about the appearance “of this committee down in the Vir- 
gin Islands in the 2 years that I have been there. I know of what 
benefit their appearance was in the Virgin Islands during the past 2 
years, because many matters were brought to a head there that there 
had been a lot of misinformation about. I think Mr. Chudoff re- 
members some of those, because I have told him personally about it. 
Other than that, I would prefer that you ask me questions. 

Mr. Cuuporr. Governor Gordon, we are sorry that you were ill, 
and as chairman of the subcommittee, when you requested postpone- 
ments, [ was very happy to comply, and I am glad that you are 
recovered, and I just want to say in comment on what you have said, 

gardless of what you might have read in the press to the contrary, 
L. am only interested in one thing, helping the Virgin Islands and the 
people of the Virgin Islands. I know that there are many, many 
problems down there that are caused not by the administration of the 
islands but because of their natural habitat, lack of water, and things 
like that, and I am sure that the Virgin Islands, as a place to live in 
and as an attraction for tourists, who seem to be increasing every year, 
is better off and will be better off in the future as a result of what the 
committee has found and what the committee will recommend for 
the people of the Virgin Islands. 

We asked you to come back today, Governor, because ofttimes 
members of the committee felt that we had never given the admin- 
istration authorities an opportunity to explain some , of the facts that 
were developed by outsiders. It has always been my opinion that 
when we came to the Virgin Islands, whether we sat in St. Thomas 
or St. Croix, that we ought to hear everybody that wants to tell us 
about any thing, no matter what it was, even though it might not be 
material or might take up a little extra time, or make us sit until 
6 or 7 o'clock, “which we did when we were down there, although 
some of the journalists in the United States wrote stories saying we 
were down there sunning ourselves. 

You know we were down there doing a job, and as I recall, the 
last night we were there we didn’t get through until well after 8 
o'clock. 

So the members of the committee and our counsel have some ques- 
tions to ask you to explain some of the things we have been told 
about over the months. 

Will you proceed, Mr. Lanigan ? 

Mr. Lanican. Yes. 
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The first question I have is on the government comptroller Mr. 
Lausi mentioned that Mr. Krabach had “resigned and the position of 
government comptroller is now vacant. 

I wonder if you would have any suggestion on improving the 
effectiveness of the position of government comptroller that you 
would like to make to Congress now that personalities can be divorced 
entirely from the situation. 

Governor Gorpon. Personalities wouldn’t enter into it, as far as I 
am concerned, because I always had good relationships with Mr. 
Krabach personally. 

Of course, I realize under the organic act his particular responsi- 
bility is outside of the executive branch of the Government. It deals 
with postauditing. Internal audit remains with the executive branch 
of the Government. 

I think there should be a close relationship set up there, and I 
would like to find out, in spending money, whether I am justified in 
spending it before I spend it, not afterware d. 

I have worked under the situation in California where you have 
a comptroller in each department or a finance officer, we called him, 
and not a cent was spent by any department unless that finance 
officer had checked, and then it is checked through the department 
of finance in addition. We don’t have any setup anything like that 
down here. I think our financial structure can be strengthened, and 
I think it should be, and that is one of the things I had in mind 
when I made this statement at the outset that when Mr. Chudoff 
came down there the first time, he spoke about how much power the 
comptroller had and how much he should have, and he needed more. 
I think you remember that. You took time and gave quite a talk, 
and we believed every bit of it. I don’t think you can have too many 
controls on government spending, because I think when you are han- 
dling other people’s money, caution should be always the byword. 

Mr. Laniean. Then I take it you believe that he should have 
functions of advising and passing on expenditures before or as they 
are made, as well as a function of making a postaudit, is that it? 

Governor Gorpvon. I wouldn’t have any objection to it, personally. 
I am not an auditor or accountant. Whether that is a modern 
method, I don’t know, but I would have no objection. 

Mr. Laniaan. Do you think it would be helpful to the Governor 
if that existed ? 

Governor Gorpon. I think, obviously, it would be. 

Mr. Lanican. Now, how about this question of appeals? The 

organic act provides that a person who is dissatisfied with a decision 
of the government comptroller can appeal to the Governor. Have 
you had any experience with appeals? 

Governor Gorvon. I know that is in there, but I have never had 
any experience in having anyone appeal from any decision of the 
comptroller. As I read that, I wondered whether or not it had more 
to do with an appeal—say, a fellow had spent some money for travel- 
ing and put in a voucher for it for himself, more than dealing with 
the ordinary routine of government business. Now, I can't con- 
ceive of myself sustaining an illegal expenditure, if it is illegal. 


Mr. Laniean. Of course there can be a question as to whether or 
not 
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Governor Gorpvon. Well, mere questioning doesn’t necessarily carry 
along with it a justification : as declaring it illegal. 

Mr. Laniean. Do you think whatever person holds the position 
of Governor is in a good position to consider an appeal from govern- 
ment comptroller, or do you think, as Mr. Lausi suggested, that pos- 
sibly there should be a provision for appeal to the Comptroller Gen- 
eral rather than to the Governor ? 

Governor Gorpon. Since, administratively, the Government of the 
Virgin Islands is under the Secretary of the Interior, I can see no 
objection to that. On the other hand, you get into something psy- 
chological there as far as the people of the Vi irgin Islands are con- 
cerned. 

They feel they don’t have enough self-government as it is. And 
they take the attitude that the Governor doesn’t have any authority 
now, and, to take something else away, you only further embellish 
that symbol that they don’t like. 

I think we should try to settle as many problems on the Virgin 
Islands as we can. Now, where it is necessary to take it off of the 
Virgin Islands, I think that should be done. I think there are many 
things that could be settled on the island. I think that could be set- 
tled on the island if you had the right kind of relationship. 

Mr. Lanican. Now, the Comptroller General has made one sug- 
gestion that would make the government comptroller more responsive 
to the legislature in that it w ould provide, on the legislature’s request, 
the government comptroller would make a study and a report to the 
legislature. You know the law now provides that he shall report to 
the Governor, the Secretary of the Interior, and the Comptroller Gen- 
eral, but the law provides no direct relationship between the legisla- 
ture and the comptroller, the government comptroller. Do you have 
any suggestion on that? 

Governor Gorpon. I am aware of that, and this question has arisen 
in my own mind; whether or not, in the absence of anything stated 
in the statute of the organic act, the eens has Te the right 
to audit the books of the legislature. I don’t know. I don’t know 
that they have ever been audited. I have never seen any audit, and 
I think each branch of the government should be subject to the same 
kinds of controls. I believe that is basic in any government; I am 
not speaking particularly about the Virgin Islands, but there is a 
void there. 

Mr. Laniean. Well, the question wasn’t quite that. Under our 
system, you know, the Congress appropriates money to the Comp- 
troller General, and then it may ask for a report and does get reports 
when it asks for them. 

In the Virgin Islands, the legislature appropriates money for the 
government comptroller’s office, but, as far as the statute goes, that 
seems to be the end of any relationship there. Do you think that 
the legislature should have the power to request the ( ‘omptroller Gen- 
eral to audit or report on certain activities in the Virgin Islands? 

Governor Gorpon. I don’t believe that the comptroller should be 
under the control of the legislature. I don’t believe that. I think 
if they want a report they should be entitled to ask for it. 

Mr. Cuvporr. Governor, while you are on that subject, how much 
a year does the Legislature of the Virgin Islands spend in m: sintain- 
ing itself, in salaries and in temporary and full-time employees? I 
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presume they have more employees when they are in session than 
when they are out of session. 

Governor Gorpon. Well, I don’t know whether they are on a year- 
round basis or not. I steer clear of the legislature and getting in- 
volved in any of their business, because I know how zealous they are 
of their employee relationship. I think their budget last year was 
some $60,000. “They just submit it to me in a general statement and 
I include it. They submit a bill. This year, I think we put a budget 
in for some $72,000, and they didn’t submit anything to us. 

Mr. Cuvuporr. Who pays the bills? Do they have a separate bank 
account 

Governor Gorpon. Yes; they have a separate account. 

Mr. Cuvporr. Does the president of the legislature sign the checks? 
Is that how they work ? 

Governor Gorpon. I don’t know how they work it. I know when I 
first went down there they were broke, because their budget had been 
vetoed by the previous Governor, and I let them have $16,000 out of 
the contingency fund asa loan. 

I think I told you about that. And I know to process that through 
the finance officer they had to meet the requirements of every other 
salaried person. 

The question arose as to whether or not their employees who had 
received terminal-leave pay had to refund it back to the government 
according to the governmental rule, and Mr. Ottley told me that they 
weren’t subject to that. He didn’t want me to be dictating to them 
about how they could pay their employees. 

I said, “I am not trying to dictate to you. I give you $16,000 to pay 
your employees, and if you pay it to one, that is your business, and you 
have to account to those you don’t pay it to.” 

So, then, we put it on a contractual basis so I would judge by that 
we don’t have anything to do with the payment of their employees. 

Mr. Cuuporr. Doesn’t the comptroller general have a right to make 
a postaudit of legislative funds ? 

Governor Gorpon. I don’t know. 

Mr. Cuuporr. Has he ever done it ? 

Governor Gorpon. That I don’t know. No report has ever come to 
me on it. 

Mr. Lanigan. Now, in practice, while Mr. Krabach was down 
there, I think you established a fairly good working relationship 
with him. 

Governor Gorpon. I did. 

Mr. Lanican. Did you in practice get his advice from time to time 
before you did make expenditures ¢ 

Governor Gornon. The cases were rare. If it was something involv- 
ing money, I might ask his point of view on something. 

Mr. Lanigan. Did you have occasion to consult with him fre- 
quently regarding different matters ? 

Governor Gorpon. Not frequently. 

Mr. LaniGan. Just occasionally you did ? 

Governor Gorpow. Just occasionally; yes. 

Mr. Laniean. Did you find without there being any government 
comptroller down there or any acting government comptroller, that 
you have had questions arise where you would want to consult with 
the government comptroller but haven’t been able to? 
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Governor Gorpon. No; I wouldn’t say so, because during the legis- 
lative session a lot of times I might want to ask him about : something 
pertaining to a bill where finances were involved in it. 

Otherwise, they are doing their work of auditing different depart- 
ments to arrive at their conclusion, and I don’t have any say over 
anyone, because under the organic act he has the right without going 
through me to go into any department and get any information he 
wants | to. 

Mr. Lanican. Did his resignation occur prior to or during the 
legislative mission for 1957 ? 

‘Governor Gorpon. The legislature started on the 8th of April. His 
resignation took effect a few “day s later. 

Mr. Lanican. So you didn’t have a government comptroller present 
then during most of the legislative session this year ? 

Governor Gorpon. The legislature i is still in session. It started on 
the 8th and it won’t adjourn until the 8th of June. So the week 
during the carnival the legislature wasn’t in session anyway, hardly. 

Mr. Lanican. Have they presented many bills yet for your con- 
sideration ? 

Governor Gorpon. No; they have presented a lot of resolutions 
and only 1 or 2 bills. I have passed on a couple of them. 

Mr. Lantcan. So the real problem will come when the bills are 
presented to you and you have to decide what action to take on them? 

Governor Gornon. Yes; and they start acting on the budget. 

Mr. Cuvporr. They operate the way we do, Mr. Lanigan. They do 
more business the last 2 weeks than the rest of their session. 

Governor Gornon. I get a flood at the end. 

Mr. Lanican. Those are all of the questions I have on the govern- 
ment comptroller. 

Mr. Cuuporr. Do you have any questions, Mr. Moss? 

Mr. Moss. Well, I have a question on this matter of line item veto. 
When you veto a line item, does it reduce the total of the appro- 
priation ? 

Governor Gorpon. It would depend on how the bill was written. 
Ordinarily the answer to your question would be yes, but if you 
have seen some of the bills you would understand why I make the 
qualification. | 

When they pass a budget bill down there, they pass 2 or 3 different 
kinds. I have one particular bill in mind that was passed last year. 

In the first place, they went over the amount that is was anticipated 
they would appropriate for that particular department. They went 
through each employee. They put in new positions. Some of them, 
we didn’t even have in classification. We didn’t have any classification 
for them. There were no job specifications. 

Then, they raised certain salaries of individuals, thereby throwing 
out our whole system of merit service. 

We left the totals, and I should add, too, that they put substantive 
legislation in the appropriation bill which is not the usual thing in 
legislative procedure if I understand it correctly, and it left—then, 
there was another factor that was put in that same bill. 

They put this particular department in matching funds where in 
our budget it. showed it should be in general funds ‘and so In vetoing 
the bill, I didn’t veto the matching fund part, where they put it in 
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the matching fund, but I vetoed all of the language and left the 
sums. 

Then, I made allocations in keeping with the amount of money that 
we had available. 

Now, I think GAO criticized that, and it does by the method that 
they appropriate, and the way we have to operate on their bills ofttimes 
appear that the executive is not carrying out exactly what the leg- 
islature wanted. 

Well, the way the bill is worded reappropriations, I couldn’t do 
that. It didn’t matter if I wanted to. There wasn’t enough money 
to do that. In other words, if the budget submitted for all of the 
departments amounted to $5,013,000, and they voted out $6,015,000, 
and we won't have that kind of money, we can’t get together. 

Mr. Moss. You mean they have the fault of many other legislative 
bodies ¢ 

Governor Gorpon. Well, I don’t like to generalize. It is always 
dangerous. 

Mr. Moss. It is d: ingerous, but I think the question is whether or 
not they have a right to doit. 

Governor Gorpon. If you have a reserve and you raise the money, 
legislatively speaking, it is all right with me. 

Mr. Moss. If they don’t raise the money, the money isn’t available, 
then you can't spend it. 

Governor Gorpvon. That is right. We can’t 
government. 

Mr. Cuvporr. Congressman Moss, at that point, the record will show 
to you through the hearings of last year that I found an appropr iation 
bill where they had the enacting clause as the last sentence of the bill, 
and I raised the question that the appropriation bill might be 

Mr. Moss. Don’t they have a counsel of some sort ? 

Mr. Cuvporr. What they did with this bill was, they listed the 
appropriations and then they said, Be it enacted as above, all of this 
money is appropriated totaling X number of dollars. 

Of course, under our law, we have to start out with an enacting 
clause and anything after the enacting clause becomes law, but they 
set the items down and then they put ‘them in the enacting clause at 
the end of the bill, which I thought was faulty drafting. And then 
somebody raised the question, and said I was trying to decide law for 
the Virgin Islands. 

I said I wasn’t just trying to decide law, I was trying to call to the 
attention of the Governor that that whole bill might be out the window 
if somebody raised the question in court. 

Governor Gorpon. They might pass 2 or 3 different types of appro- 
priation bills for different departments and they will all be different. 
In that particular one, they had all of it above as you say, and then 
at the bottom, after the enacting clause they just had the totals. 

Mr. Moss. That would be a case of the bill not being valid. 

Mr. Cuvuporr. That is right. 

Mr. Moss. But my question goes rather to the point of the right of 
the legislature to direct by legislative action certain policies of govern- 
ment, whether they are good or bad. 

I think there are probably many people across the land today that 
would argue we have enacted some bad or unwise legislation on occa- 
sion, but we have a right to do it, good or bad, and if this legislature 
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is supposed to give a greater degree of self-government, even if they 
are unwise, they have : aright to go ahead and do it. 

Governor Gorpon. I don’t question the right of the legislature, be- 
lieving in our three branches of government as I do, and I know the 
actions of a lot of legislatures throughout the United States are not 
wise in the way they have done things, but their right still exists there, 
and they have to bear the responsibility of their unwise conduct. 

Mr. Moss. But isn’t that right abrogated if you or anyone else, as 
the Governor can strike from the bill virtually any legislative provi- 
sion placed there by the legislature ? 

Governor Gorpon. I suppose it could be done, but there again you 
get into the question of the legislature putting substantive legislation 
in an appropriation bill. 

Mr. Moss. But even that isa right; is it not? 

Governor Gorpon. It isa right, but it is not often done. 

Mr. Moss. It is a right, here. It is contrary to the rules of the 
House, but I have sat on the floor and watched it go through with a 
rule that waives the point of order, and there isn’t anything you can 
do about it. 

Governor Gorpon. On a line item veto where there is no substantive 
legislation, you are not affecting policy. You may be affecting that 
particular expenditure, but the executive branch has a right of veto 
over the legislature. 

Mr. Moss. Of course, you are familiar with a situation in California 
where the Governor can veto a line item or he can reduce it. He 
can’t increase it, but he can reduce it. But legislative provisions 
can’t be stricken from the bill ? 

Governor Gorpon. Oh, no. 

Mr. Moss. Just the amount can be either reduced or eliminated? 

Governor Gorvon. But in California, usually they don’t put sub- 
stantive legislation in appropriation bills, not as a rule. 

Mr. Moss. Don’t you agree on occasion when it suited our purpose, 
we did a little substantive legislating ? 

Mr. Smiru. I tried to strike out everything I could. 

Mr. Moss. Unless you felt something beneficial went in. 

Mr. Sarru. I don’t ever remember it going in. 

Mr. Moss. But we have done it, Mr. Smith. Good or bad legis- 
lative practice, it is a right that we have to do it. 

Mr. Smirn. Not if a point of order is raised. It is stricken out. 

Mr. Moss. Of course, this is a final act if it reaches the Governor. 
The point of order is the privilege of the legislative body, but in effect 
now we accord to the Governor the right of point of order on leg- 
islative provisions in an appropriation bill. 

Governor Gorpon. Well, if you don’t have some controls down 
there, the Governor is going to be pretty handicapped down there, 
I will say that. 

Mr. Moss. You can line-item veto the appropriation. I wouldn’t 
argue with that. I see merit to it, and I also see some dangers. 

Governor Gorpon. May I throw this in? 

Say we have 10 cooks, and they raise those cooks’ salaries above 
what the merit system calls for, in order to raise 1 person’s salary. 
And if I have to cross out the whole thing—I may not know who 
the person is. I just picked that out of thin air. 
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Now, if I can’t line-item veto that. portion of it, we would be in 
a bad position budgetwise, because there would be 10 positions—and 
you will find some of our budget legislation passed like that. 

Now, you don’t do that here. You wouldn’t have time to put that 
in your appropriation bill. 

Mr. Moss. Oh, yes, last year we directed in an appropriation bill 
that the GSA be permitted to employ 2 or 3 people at a salary in 
excess of the provisions of the Classification Act. I remember in 
California where we were having some problems recruiting some 
architects and engineers, and so by an act of the legislature we directed 
that they raise the salaries above that provided for in the classification. 

Governor Gorpon. We never fought that in California. I remem- 
ber when the legislature put in training officers for us. We wanted 
one, but couldn’t ask for 1t because the finance department turned us 
down. 

Mr. Moss. But you are limiting here the right of this legislature to 
exercise its free judgment as to what might be proper, aren’t you, 
when you can veto or strike or modify a bill, not only as to the amount 
of an appropriation but as to the legislative intent or direction itself? 

Governor Gorpon. It affects the intent. There is no question about 
that, when we put substantive legislation in there. 

Mr. Moss. Basically, philosophically, do you think it is a good 
practice ? 

Governor Gorpon. No; I don’t think it is a good practice. That 
is why we don’t have much of it in California and in a lot of other 
States, the governors don’t have line-item vetoes, but it places a lot 
of responsibility on the legislature. 

Mr. Moss. I don’t mean just the line-item veto. I mean the power 
of the Governor to change legislation apart from the appropriation 
itself. 

Governor Gorpon. I don’t agree with that. 

Mr. Moss. Do you think that is good practice? 

Governor Gorpon. No; If I don’t agree with the legislation, I 
would rather it be put in separate legislation that they can pass over 
my veto. 

Mr. Brownson. But this Virgin Islands Legislature is not itself 
responsible for taxing its people to raise this money they are dis- 
seminating. 

Mr. Cuuporr. Well, they are responsible in a way. 

Mr. Brownson. In a rather vague way. 

Mr. Cuuporr. They haven’t used their right of taxation in my 
opinion the way they should use it, because they do have a nice cushion 
to come back on, and that is the matching funds. But if they didn’t 
have matching funds, they would have a real responsibility. 

Mr. Brownson. Without some kind of control, they would have a 
direct pipeline into the United States Treasury down here. 

Mr. Cuuporr. That is right. 

Mr. Brownson. And I think it is very worthwhile that the Governor 
has a chance to control the valve once in a while when they are running 
the stuff through that pipeline too fast. 

I agree with Mr. Moss on his principles of giving them complete 
legislative responsibility, but they don’t exercise complete legislative 
responsibility to start with, because they don’t have the responsibility 
for raising funds by taxes to match their expenditures. 
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Mr. Moss. Wouldn’t it be better, then, to place a ceiling, give the 
Governor the power in recommending a budget to put an overall ceil- 
ing on appropriations for the year, but then permit them to have 
reasonable flexibility in determining as a legislative body how they 
want to spend it? 

Mr. Brownson. There is any number of other solutions. The point 
is at the present time there is no ceiling. 

Mr. Moss. The way it is operated now seems to me so basically 
wrong in principle. 

Mr. Brownson. Well, it is not going to encourage their legislature 
to become self-sufficient. 

Mr. Moss. No. 

Mr. Brownson. But on the other hand, I can see where certain 
checks and balances were necessary because of the fact that we have 
a unique integration of the operations of two different countries, both 
veaiiidine funds in this particular case. This, in itself, makes it 
rather unusual and not exactly comparable to the Government of 
our own States. 

Mr. Moss. Maybe we should divide responsibility there and give 
them certain areas where they have sole responsibility to finance and 
to appropriate legislatively, rather than weakening the entire legis- 
lative process. 

That is all the questions I have. 

Mr. Laniean. I have a question about this example you gave of 
legislation providing there should be appropriation for 10 cooks at a 
certain amount of money. 

Wouldn’t it be possible for you to reduce the amount of money 
specified for those 10 cooks rather than eliminate the reference to the 
10 cooks in the bill? If you did that, it would reduce the salary of 
each one proportionately. 

Governor Seauey. Well, that is what I was driving at. If I had to 
eliminate the whole thing, I would eliminate the cooks that we need. 
They may put in 11 cooks, and we only need 10, or raise the salary 
of 1. You get into all of those situations, and I can’t think of all 
of them that they put me through in trying to figure these things 
out as they come before me. 

Mr. Laniean. At the present time, is the legislature considering a 
new tax bill ? 

Governor Gorvon. Yes, they formed a specia! committee of 3 leg- 
islators, and I appointed 3 or 4 people to work on a tax bill, and they 
are considering a tax bill now. It is before the legislature. 

Mr. Lanican. That is an overall excise tax bill ? 

Governor Gorpon. It amounts to an excise and sales tax law. You 
know, they have been passing their taxes on a year basis. I have 
always asked them to pass them on a continuing basis, and amend 
them as they see fit to amend them, but they saw fit last time not to 
pass iteven ona year basis. ‘They passed it on a 6 months’ basis, which 
does 2 things. In the first place—and it would have riders on it be- 
sides—in the first place, it forces a special session of the legislature, 
and that wasn’t the intent of Congress in saying the Governor may 
call a special session of the legislature, but when you pass a 6 months’ 
tax bill you have to do it in order to keep your revenues going, and it 
resulted in a tax holiday, plus the riders, which would have called 
on me to do an illegal act if [ had signed it. 
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Mr. Cuvunorr. Mr. Brownson, do you have any questions? 
Mr. Brownson. The more I hear the Governor’s able presentation, 
the more I wonder if we haven’t here saddled the people of the Virgin 
Islands with a hopelessly complex government to govern 25,000 people. 

I wonder if we are not trying to establish a parallel with our Federal 
Government, when we have a situation where a city council and a good 
city manager would actually be more in line with the requirements 
at the present time. 

Mr. Cuuporr. Mr. Brownson, I think I can answer your question 
by saying although in my opinion this is quite a cumbersome act, the 
organic act that was passed. It was passed after many hearings in 
which many people came from the Virgin Islands and appeared 
before the Interior Committee, and this is what they seemed to want. 

Prior to this organic act, they had an even more complicated law. 
They had two legislatures. They had the municipality of St. Croix, 
and the municipality of St. Thomas and St. John, and they each 
had their own council, and they had a Territorial legislature, and 
they passed all kinds of laws that sort of conflicted with one another. 
They had a worse mess. So this is a step forward. 

There is a certain group in the Virgin Islands that would like to 
elect their own governor. I don’t know whether that is the answer 
to the situation or not. 

I can say this to you: 

Under both Democratic and Republican administrations, our 
stateside governors, appointed and sent down there, had trouble. 
I am a very good friend of Judge Hastie, who was a Governor of 
the Virgin Islands. He told me he had great difficulty. I think 
Governor Alexander had his problems, and I guess Governor Gor- 
don has his problems. 

Mr. Brownson. If they put up their own money, I am willing to 
let them elect anybody they want, but as long as they have that pipe- 
line into the Federal Treasury, it is a cardinal rule that there must be 
Federal responsibility and some element of Federal control over 
spending. 

Mr. Cuvuporr. Well, I thought we might be able to use the Comp- 
troller General to be the watchdog of the Treasury and to determine 
whether or not we should give them the subsidies that we give them. 

But I want to say this to you, Mr, Brownson: In the short time that 
I have been trying to study the problem in the Virgin Islands, I think 
as a result of this subeommittee going down there t twice, we will have 
helped in some degree. 

Now, whether we can ever make it perfect and a utopia, I don’t 
know, but they are in such bad shape down there. 

If they want to make an honest assessment of real estate for tax 
purposes, they can’t do it. They won’t even appropriate the money 
to have the maps drawn to finally show the tax assessor who owns what 
property, and you just can’t make them do it. But I think we are 
stepping forward, and as long as we are going to keep those islands, 
we are under a duty to see what we can do about them. 

I think maybe their utilities ought to be run by private capital. 
Maybe they get much better service that way. Maybe it would be 
cheaper. I know there is a group down there that is anxious to have 
that done. 
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Governor Gorpon. I might say this: Sure I have problems there, 
but I expected that. Maybe they go beyond what I anticipated a 
little bit once in awhile, but I am not discouraged because I think 
there are a lot of people who are thinking in a straight manner in the 
Virgin Islands, and I think we will move ahead. I don’t believe in 
giving up atall. I don’t think we should make the task more difficult, 
though. You havea difficult administration, and an expensive admin- 
istration when you have three different islands. We are handicapped 
in transportation between the islands. Let’s take public works: 

We have to have 2 sets of road equipment, 1 on St. Croix and 1 on 
St. Thomas. It is forty-some miles by water, and it is expensive to 
carry things like that. So all of that enters into the overall complex- 
ity of the handling of the Virgin Islands. 

Then you have that island rivalry, too. St. Croix thinks they don’t 
get this and should get it, and St. Thomas thinks the other way. 

So I am caught in the middle a lot of times, but that is all right. I 
think we will work it out. I don’t feel discouraged at all. 

Mr. Cuuporr. You think we are going forward, anyway ? 

Governor Gorpon. I think we are moving forward. There is no 
question about it. The progress may be slow. I don’t think we are 
going back. 

Now, the 1954 organic act, of course, was different from the 1936 
act, and you don’t change people’s thinking overnight. 

While they jump on the Governor, well, I am symbolic of a non- 
elected government system. As you say, they want to elect their own 
Governor. They made speeches about it at my inauguration. It 
doesn’t mean me personally. It is just something they feel per- 
sonally. 

I said there in a public speech that I would hate to think the people 
are apathetic and wouldn’t be interested in government, but when 
they get their elected government, it is for the Congress to decide, 
not me. 

If I can just contribute a little bit toward better self-government, 
I will be happy and feel I have contributed something, and that is 
the direction in which I am working, but it gets difficult. 

Mr. Cuuporr. There doesn’t seem to be any complaint about the 
method of electing members of the legislature and the functions and 
duties of the legislature. They seem to be happy with the way they 
elect the legislature. They seem to be happy with the way the legis- 
lature has been apportioned and the way the legislature operates. 

Governor Gorpon. Well, there was some amendment offered last 
year in Congress to change the method of electing. They wanted to 
elect—the way it is now, 2 are elected from the district of St. Thomas, 
1 from St. John, and 2 from St. Croix. Then 6 other Senators are 
elected at large, but the elector can not vote for more than 2. Now, 
that is in order to keep minority representation, and I think it has 
succeeded in doing that. 

Now, there was an attempt to amend that so that there would be 4 
from St. Croix and St. Thomas, and 1 from St. John, and then the 
rest would be at large, and the electorate could vote for all of them. 
Well, you can see what that would result in. The answer is obvious. 
It might lead to one-party control. I think the two-party system is 
a healthy situation. 
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Mr. Cuuporr. Do you have any questions, Mr. Smith ? 
Mr. Samir. No. 
Mr. Lanican. I wonder if you could bring us up to date on the 

water problem since we were down there, and particularly tell us 

what the situation is at the present time with the water problem on 

St. Thomas and what is being done and what proposals, if any, have 

been made to the legislatuure at this session. 

Governor Gorpon. In the first place, let me say this: From my 
reading engineering reports and observing the water situation since 
I have been down there, I have come to several conclusions. Maybe 
my conclusions won’t be valid because I am only a lay person and not 
an engineer, but on the other hand, the engineers haven’t agreed 
except on a very few points, so I think I have a right to an opinion, 
and you can question the validity of it, if you want to. 

I am convinced that since the rainy season has no particular pattern 
from which you can draw any scientific conclusions, that our hope 
does not lie in the area of depending upon rainfall. I believe that it 
lies in the area of distillation of sea water, continuing to use our 
catchments and the water system and catch all of the water we can. 

I don’t think that the solution lies in the barge system that we have 
had now, and we didn’t think it at the time we bought the barge. 
Now, I feel this way, and presently—and I mention the first part of 
what I said because of the fact that the rain pattern from October 
1955 to May of 1956 was quite different from the rain pattern over 
the same period this year. 

Now, I went there in October 1955. We had plenty of rain all 
during October, November, December, and January, and we never had 
to get any water until the latter part of May 1956. We had three 
barges hauled in by the Navy. This year we started dwindling early, 
in the latter part of October, and I think we had 10 days’ water 
supply in the first part of December, and on the 14th of December I 
checked on my own and found we had 1,161,000—and a few hundred 
gallons of water, which was low, and that is when I started raising 
cain about the barge not moving, and we haven’t had any rain, it is 
one of the longest droughts we have had. We have had so little rain 
that we have had to barge water in from the 14th of December, through 
the Navy, and through private sources. Fortunately, we have been 
able to keep supplied with water, even during the heavy tourist 
season, which was 25 percent higher this year than any other year, 
and as of yesterday we had over 2 million gallons of water, which is 
close to a 10-day supply. 

We have done it by digging in and buying water. It cost us $1.25 a 
ton to haul it in our own barge. We chartered a lighterage outfit from 
Puerto Rico to haul us water, and it runs about $1.65 a ton; if we 
just hired them by the load, it ran us $3.60 a ton. 

Mr. Lanican. Do these figures include the cost of the water ? 

Governor Gorpon. Yes. The cost of the water is negligible. It is 
the cartage that costs us. We had the Navy haul some, but we have 
kept ahead, and nobody has been without water now. Some of the 
hotels, we have some big hotels that are users. Some of the hotels 
have bought water from other sources. Fortunately, Mr. Rockefeller 
hauls his own water. He has a big $2 million catchment, but if you 
don’t get any rain, your $2 million catchment isn’t worth any more 
than his, and he is buying water. With the mixture of observation and 
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experience, I come to the point of view we will have to depend upon 
distillation plus the rainfall. Because rain is too uncertain. When 
it is going to come is uncertain, and then you may get a deluge, and 
one engineering report said the rock construction ‘under the island 
of St. Thomas is such that it runs off ‘rapidly and doesn’t go into the 
ground. We only have about a foot to 18 inches of topsoil on the 
land, and it is very hilly, very few flat places. 

Three wells were dug in what is called Sugar Estate some years 
ago. They tested that area; it was a flat area, “to find out whether or 
not there was a reservoir underneath that particular area. They 
found water, sweet water, but they found that upon a heavy rain, 
instead of the water going back down into the ground and filling that 
underground reservoir, it shot up through holes 15 feet in the air; 
and that they had to put in the caps of the wells, and that is not a 
reliable source of water when you use approximately 250,000 gallons 
a day and we are going to use more water per day as the islands 
become more and more popular, as they seemingly are. That is the 
picture of the water situation. 

Mr. Langan. Well, at the present time then you are using your 
own barge, plus the Navy, plus a private source, lighterage, to carry 
water / 

Governor Gorpon. We don’t use the Navy very often. It is only 
when we get into a tight spot and have some mechanical defects, like 
the lighters age outfit, their barge broke down, and the other tug that 
they had was down in Caracas, or someplace, stuck, and we had to call 
on the Navy because one barge couldn’t keep us going. They helped 
us out. 

Mr. LaniGan. Has your administration presented any program to 
the legislature, this legislature, to take steps toward a permanent 
solution of the water shortage ? 

Governor Gorpon. Well, we had a Gibbs-Hill water outfit, from 
Los Angeles, and Washington, make a study. That has been studied 
in the Dep: wtment of the Interior, and I think they are coming up 
with some answers shortly that will be the solution, to my way of 
thinking. 

Mr. Laniean. That report was made in April 1956, was it not? 

Governor Gorpon. That is right. 

Mr. Lanican. And it is still being studied in the Interior Depart- 
ment. Are you studying it down “there, making any independent 
study in your office, or do you rely upon the advice of the Interior 
Department ? 

Governor Gorpon. I have to rely upon their advice. I don’t have 
any staff to study it. I don’t even have a lawyer. 

Mr. Laniean. I will get to that later. Do you anticipate that you 
will send any program to this session of the legislature? 

Governor Gorpvon. I don’t think our water problem can be solved 
at the local level. 

Mr. Lanican. Won’t the money have to be appropriated by the 
legislature ? 

Governor Gorpon. Unless Congress makes a direct appropriation. 

Mr. Laniean. So you will have to get the program, you might say, 
from the Interior Department and then present it to the legislature 
with the estimate of cost and in effect have them adopt a program and 
appropriate the money; is that right? 
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Governor Gorpon. That may be an alternative procedure, but I 
don’t know where we are going to get the money. You know “ii” 
funds stopped as of last year. We are pretty much obligated as far 
as “ii” funds are concerned. There isn’t much left. So I don’t think 
there is much doubt about it having to come from congressional 
appropriation. 

Mr. Laniean. Do you anticipate that any program will be pre- 
sented to this session of Congress to solve this problem ? 

Governor Gorvon. I do. I think that that is in the offing, without 
any doubt. 

Mr. Lanigan. Would you recommend that the “ii” funds be con- 
tinued 4 

Governor Gorvon. I do. I hope Congress will extend the “ii” funds. 
There is so much to be done there on the islands and we ‘neil the 
money; there is no question about it. There are school buildings I 
have been in—we have some new schools; there is no question about 
that—but there are school buildings I have been in where the floors 
are so weak I am fearful the children will fall through. I asked one 
principal : “When was the last time something was done on this build- 
ing ¢” And the answer was that “nothing has been done here between 15 
and 20 years ago. 

We have a road problem. I think “ii” funds could be extended for 
the next 10 years, maybe $2 million a year, maybe more, but they 
certainly ought to be extended so that we can do some repair work, 
as well as open up new roads and surface some of the old ones. 

Mr. Laniean. If “ii” funds were extended for 10 years, would you 
still think that additional appropriations would be needed from 
Congress to provide a suitable water system ? 

Governor Gorvon. I do, because it would take pretty close to $2 
million for distillation. 

Mr. Lanican. So your answer is that Congress is going to have to 
act before this problem can be solved ? 

Governor Gorpon. I don’t see how it can be otherwise. It has been 
a problem since the Virgin Islands have been there. They haven't 
been able to solve it by catchments, or by cisterns, even though we 
have cisterns on the houses. There is a greater demand from the 
hotels for water, and I don’t see how we can answer the problem. 

Mr. Brownson. Mr. Chairman, a question at that point for the 
Governor. 

Do you think there is any chance of some of these hotels solving 
their own water problems? I don’t know that the Federal Govern- 
men can continue to subsidize these hotels forever, through this water 
system. Have they made any effort to bring in distillation units or 
to buy any surplus units, to help move this program along? 

Governor Gorvon. There is one hotel, the Bluebeard, out at the 
beach, which established a distillation unit of about 2,000 gallons a 
day on its own. That is its possibility. But they also have a catch- 
ment area off of their roof and they have tried to solve that at the 
beach. 

Mr. Brownson. Has it helped them considerably ? 

Governor Gorpon. Yes; it has helped them. Now, whether or not 
the other hotels will go into the business of distillation—of course, 
the location will make it difficult for them. They are at the top of the 
hill and they would have to be able to get salt water from the ocean, 
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and I don’t know whether they have enough land up there to set up the 
system. 

Then, of course, you have the question of whether or not you can 
set up a modern plant or one like they have at Aruba. This is second- 
hand information; they set up one there some years ago, and the typ 
that was set up causes corrosion on the outside and you have to Sahoo 
it down every 6 months to clean it up. But the latest method that 
they are using now, that they are putting in, costs about $10 million, 
and they won't have that problem. 

Mr. Brownson. I went through Wheeling, W. Va., yesterday on the 
way back here on Route 40 and I was amazed to find some well-built 
houses 45 and 50 years old that are getting water piped to them for 
the first time. They have been using backhouses all these years. I 
don’t see how we can bring water to people, who need it in territories 
outside the United States, when we don’t even have water for some 
people in a big city like Wheeling. 

Mr. Cuuporr. Governor, the hotels pay the city of St. Thomas for 
water; don’t they ¢ 

Governor Gorpon. Yes; they pay for water. 

Mr. Cuuporr. In other words, they are not being subsidized. Their 
water rate is set. 

Governor Gorvon. They pay for fresh water and they pay for salt 
water. 

Mr. Cuuporr. So, actually, they are not being subsidized; no water 
is being given to them ? 

Governor Gorpon. They are being subsidized during the emergency 
because we buy water at $1.25 a ton on our barge, and the legislature 
raised the price from 35 cents a ton, that we sell it for, to 50 cents. 

Mr. Cuvuporr. Of course, you have to be practical about these things, 
because the muin industry of the islands is tourism and you have to 
give people that come to stay at these hotels some water to use so they 

can stay there and then go down into town and buy the other things 
they sell in town. If they didn’t have water, they wouldn’t come, 
and you would have no business at all in St. Thomas or in the two 
cities of St. Croix. 

Governor Gorvon. I feel it is a governmental responsibility to see 
to it that people get water, because water is a necessity of life, and to 
me it is just like health or anything else. It is the No. 1 problem on 
the island. 

Mr. Lanigan. Do you have any unused balance in the internal im- 
provement fund at the present time? 

Governor Gorpon. As I remember it, there is something like 
$400,000. That is just a cushion for the projects we already have. I 
think that is the fi igure. 

Mr. Lavst. It may be higher than that. It may be closer to 
$700,000. 

Governor Gorvon. It is under a million, I know. 

Mr. LanicaAn. Have you made any suggestion or request to the In- 
terior Department that it propose legislation to extend the internal 
improvement funds in a manner that. you have explained to us? 

Sastiiene Gorpon. Some time ago we asked each department head 
to submit a 10-year proposal of improvements, and then we boiled it 
down. We have sent it into Interior in the hopes that a 10-year plan 
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would be adopted. I have also spoken to the local legislature about it. 
Weare submitting it tothem. It is merely a skeleton. 

Mr. Lanican. I meant your proposal that the internal improvement 
funds be extended for 10 years. Have you made that legislative 
proposal ? 

Governor Gorpon. That is what I meant. Whether you call it in- 
ternal improvement funds or a 10-year plan, I don’t know whether 
they will extend it under the some plan as the internal improvement 
method. 

Mr. Lanican. When did you make this proposal ? 

Governor Gorvon. Well, it has been just a few months. 

Mr. Lanican. Has any action been taken on it by the Internal De- 
partment ? 

Governor Gorpon. Well, that I couldn’t answer. Don’t they have to 

take it before the Bureau of the Budget first ? 

Mr. Laniean. Well, do you know whether or not there has been any 
action ? 

Governor Gorpon. No, I don’t know of my own knowledge. 

Mr. Lanigan. Do you anticipate, in the current economy drive in 
the Congress, you would be successful in getting an appropriation 
for 

Mr. Smiru. He can’t answer questions like that. 

Mr. Lanican. For your water system? Have you taken that into 
consideration ? 

Governor Gorpon. Even if I were a Congressman I couldn’t answer. 

Mr. Laniaan. Have you made any alternatives or thought of any 
alternatives to meet that contingency q 

Governor Gorpon. No, I can’t conceive of an alternative of a 10-year 
plan like that, other than through Congress. I just can’t conceive of it 
because of our limited funds. 

Mr. Lanican. Then your only alternative would be to continue to 
haul water to the extent you can? 

Governor Gorvon. I thought you meant on internal improvement 
funds all of the way through. Do you mean on the water? 

Mr. Lanican. Yes. 

Governor Gorpon. I am hopeful we will get action on that, econ- 
omy-minded Congress or not, because what we are doing certainly 
isn’t any solution, and I heard mention here something about the soil 
conservation program. I have seen that Hartman Dam, I have been 
up there 2 or 3 times while it is under construction—I don’t know 


whether it is finished now, but it is empty, and it is supposed to hold 
35 million gallons of water. 


Mr. Lanican. Did it ever fill up? 
Governor Gorpon. No. 
Mr. Laniean. You didn’t have any rain since it was completed ? 


Governor Gorpon. That is the trouble. We didn’t have rain. We 
had a little bit the day I left. 


Mr. Lanican. How about the other dams? 
Governor Gorpon. They have a little water in them. Now we have 
just about enough for the birds. 


Mr. Lanican. Have you made any measurement of the water in 
them ? 


Governor Gorpon. No, but I understand one dam on the way to 
ted Hook has about 10 or 12 thousand gallons in it, maybe a little 
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more. I see it stays at a pretty good level, so the absorption isn’t 
much. What little is lost is probably by evaporation. There are 
some earthen dams there that are dry. Out at the Dorothea Estate 
there is quite a big gut there. We think there is underground water, 
and we are going to try to get funds to pump water out of that up 
into a cistern at. the top. That is not for drinking. It could he. 
But it is for the French farmers at that end of the island to do some 
irrigating, because they have no rain and they have to get the water. 

(See appendix P, p. 884 for report of Soil Conservation Service 
showing actual water levels in reservoirs on St. Thomas. ) 

Mr. Smiru. Where do you get this water that you haul in? 

Governor Gorpon. Roosevelt Road in Puerto Rico, and they are 
going through a dry period, too. They have over a hundred inches 
of rainfall, Wehave about 40. But for the past few years they have 
been having a dry time. 

Mr. Cuuporr. Up to Saturday they have had no heavy rain for 7 
weeks in Puerto Rico 

Mr. Smiru. That is what I wanted to get at; is there plenty of 
water available for you there at all times? 

Governor Gorpon. There has been, so far, at Roosevelt Road, but 
they lose their crops because they haven't got irrigation systems and 
they do get water from the other side of the island. 

Mr. Smiru. That is only 40 miles? 

Governor Gorvon. About that. It is 6 hours by barge. 

Mr. Smiru. Do any of these engineers ever talk about running a 
pipe across the distance? 

Governor Gorpon. Yes, but the channel there is about 15,000 feet 
deep. 

Mr. Smiru. They wouldn’t have to put it on the bottom. They 
could float it through. 

Governor Gorpon. But that is an area that might run dry. 

Mr. SmirH. What happensthen? You are through? 

Governor Gorpon. That is it. 

Mr. Smiru. Suppose you couldn’t get water in there. 

Governor Gorpon. We couldn’t do anything. The closest place 
would be from the French Islands, down in the Caribbean, and some 
of them, take Aruba down there, they are solely dependent upon 
distillation even for irrigation. I hope our engineers get a chance 
to go down and see this new plant that they are putting in and get 
the advantage of their experience on it. 

Mr. Brownson. Who is putting it in, the French? 

Governor Gorpon. In Aruba, yes. 

Mr. Brownson. Is it going to be a Government-owned plant down 
there? 

Governor Gorpon. TI am not sure. 

Mr. Brownson. Do you see any possibility of private funds being 
provided for this water plant through a bond issue if it was author- 
ized ? 

Governor Gorpon. I question it. For the simple reason: How 
would it be paid back ? 

Mr. Brownson. By the people who pay for the use of the water. 

Governor Gorpon. Somebody raised a question here about taxes 
just now. I think it was Mr. Moss. Let’s put it this way: We have 
to give a lot of free water. We have taps throughout the city where 


ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 773 


people go with their buckets and their pans, and everything, to take 
water to their homes. We get no pay for that. 

Mr. Brownson. Well, they are not going to haul an awful lot in 
pails. 

Governor Gorvon. No, they are pretty frugal, but we always have 
that as a problem. We do have a law compelling people who put in 
homes to put in cisterns, and some of those homes are running dry 
now, because of this long drought, and we have had to furnish an 
some water which they buy from us. 

Mr. Brownsown. Is this the longest drought in history ? 

Governor Gorpon. One fellow told me it was the longest one in 5 
years. It is just different from last year. That is how the pattern 
varies. 

Mr. Cuuporr. Well, you have a right under the organic act to set 
up a water authority, don’t you? 

Governor Gorpon. I can get permission of the Secretary of the 
Interior. I can’t set up any more than nine departments or any other 
boards or bureaus, without first getting permission. 

Mr. Cuuporr. Well, do you know exactly how much a year you lose 
on the water supply to the island ? 

Governor Gorpon. How much we lose? 

Mr. Cuuporr. Yes. 

Mr. Smiru. Are you talking about money or gallons? 

Mr. Cuvporr. I am talking about money. You charge people for 
water. You should have some kind of record that shows you how 
much it costs you and how much you take in. 

Governor Gorpon. Yes, we have all of the record. 

Mr. Cuuvorr. Of course, it wouldn’t surprise me if you didn’t 
have it. 

Governor Gorpon. We are poor businessmen now, buying it for $1.25 
in our barge and selling it for 50 cents a ton. 

Mr. Cuuporr. That is why I was asking you. 

Governor Gorpon. Hauling it in the barge costs us $1.25 a ton and 
we are actually selling it for 50 cents. 

Mr. Cuvuporr. Well, how much do you lose a year, what does it cost 
the government a year to supply water to the people of the Virgin 
Islands ? 

Governor Gorpon. We have never figured out what we lost on it. At 
least, I haven’t got the figure. It is easily available. 

Mr. Cuuporr. Suppose you decided to make the water program 
self-sustaining and say we will have to change the water rate in ac- 
cordance with what it costs us for water, do you think there would be 
a lot of trouble in the islands about that. 

Governor Gorpon. They have already been to see me now concern- 
ing it being raised to 50 cents, and my mentioning it in my message 
that we prob: ibly will have to raise it higher if we have to continue to 
buy water at the same rate we are buying it. 

Mr. Cuuporr. You were getting 30 cents before that, weren't you? 

Governor Gorpon. Thirty-five. 

Mr. Brownson. Mr. Chairman, when Mr. Galiber was on the stand, 
he testified he thought they were breaking even on the cost of barging 
water from Puerto Rico to the Virgin Islands. He said the cost of 
bringing the water from Puerto Rico and pumping it into the lines, 
is equal to the receipts for the water from Puerto Rico. I think we 
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are not breaking even on the cost of water by barging water from 
Puerto Rico to the Virgin Islands and selling it at present prices. 

I am just wondering what the Governor has to say on that. 

Governor Gorpon. There is no way in the world we could be break- 
ing even. We called a special session of the legislature in January or 
early in February. They appropriated $75,000 to continue the opera- 
tion of our barge. We asked this regular session for further appro- 
priation, because we don’t know when this drought is going to stop. 

Mr. Cuuporr. Well, Governor Gordon, I think you will agree this 
subcommittee wants to ‘help you with the water problem, and I ‘thought 
if you could give us the authentic figures on how much you lost a year, 
this year, maybe for the past 3 years, in supplying water, that will give 
us some kind of yardstick for some kind of argument. to the appro- 
priations committee or wherever we are going to go to help you with 
the potable water problem. I think we ought to have that in our 
record. 

Governor Gorvon. We can give you figures on that. 

(The following information was furnished by Governor Gordon :) 

Figures showing excess of cost over income in supplying water via barge for 
the past 3 years as furnished by the Acting Governor of the Virgin Islands, Mr. 
Roy W. Bornn, are as follows: 











Year Total Total rE Water 
| billed collected sold 
| “_ 
Tons 
Reha sc ann Sales cca adem cat eee cin icin ea dap aaa ea $34, 864.13 | $32, 665. 58 114, 580 
a a ELL eo nencbaedh baleen olerenie 41, 578.95 | 38, 229. 55 133, 782 
To April Ol NR ok tee Saitama ting ania ea 21, 588. 83 


19, 302. 83 | 51, 113 








Mr. Lanican. Have you given any consideration to what the cost 
would be in setting up a distilling plant and amortization of your 
development plus the costs of operating the plant ? 

Governor Gorpon. Well, I have read the Gibbs Hill report, and 
that Gibbs Hill report I think is based upon some old naval units that 
are antiquated now that I don’t think would be used, and we have also 
given some consideration to whether or not the VICORP might not 
put in a distillation plant and use power as offshoots, because they 
have to increase their power production and working the two together 
would reduce your cost on water. That is in the thinking. It is in 
the hopper to be considered. 

Mr. Lanican. If a sea water distillation plant was installed, would 
you anticipate it would ever be paid for out of the revenues from the 
sale of water ? 

Governor Gorpon. It probably could. It would probably have to be 
amortized over a period of 25 years. I can give you that offhand 
figure. 

Mr. Laniean. The potable water report submitted to the Senate 
Committee on Interior and Insular Affairs which was based on the 
Gibbs and Hill report, indicates that the cost per thousand gallons, if 
the plant were operated and utilized 360 days a year, which, of course, 
it wouldn’t have to be utilized, would be $3.25 per thousand gallons, 
and if the plant were only operating 90 days a year the cost of water 
would be $8.75 a thousand. 


ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 775 


Governor Gorvon. That is prohibitively expensive. There are 240 
gallons in a ton. You said per thousand gallons. That would be 
about a dollar a ton. 

Mr. Brownson. You can’t provide that kind of water for irrigation 
or anything else. It is going to have to be primarily drinking water 
at that price. 

Governor Gorpon. Yes. We have very little farming on St. 
Thomas. The French people in the eastern and northern part of the 
island are the ones getting the rainwater on the hill so they can sprinkle 
with it, and they raise vegetables and make a livelihood from it. 

Mr. Lanicin. Do you think the average family in the Virgin 
Islands could pay $1 a ton for water? 

Governor Gorpon. I don’t think so. 

Mr. Laniean. In fact, they have to get it for nothing right now. 

Governor Gorvon. Yes. E ventually—I hope—that 1 raises the point 
I am thinking of right now—we are thinking now of putting in a 300- 
unit low-rent housing project. That entails water. That is a further 
drain. Our hospitals are increasing in size, and the use of water. All 
of those things are causing a drain on the fresh-water system and I 
am not even thinking of using fresh water for flushing because we 
just can’t see our way clear on anything like that for years to come. 
But all of these housing units constitute an awful drain, because there 
are some of the people who will be occupying those housing units who 
are people carrying water on their backs and they will stop doing that 
and they will have running water. 

Mr. Browson. I imagine there is great competition to live in those 
low-cost housing units, isn’t there ? 

Governor Gorpon. I understand they want to live in them and take 
care of them. 

Mr. Cuuporr. Are you building another housing project down 
there ? 

Governor Gorpon. It is in the offing right now. 

Mr. Cuuporr. You only have Pearson Gardens right now. 

Governor Gorpon. Yes. In fact, they had a meeting last night in 
the Virgin Islands with the Housing Authority, and Mr. Claunch and 
some people from the area who will be displaced when the housing 
units go in, if they select that area 

Mr. Brownson. How many housing units do you have now, Gover- 
nor—public housing, low cost ? 

Governor Gorvon, I think it is 300 or 400. 

Mr. Brownson. How do you pick the people who are going to get 
the public housing ? 

Governor Gorvon. If they are living in the area, that we call super- 
ficial houses—that is is I own a plot ‘of land and I let you live ina 
house on it for $1 a month, and the thought is to give them first oppor- 
tunity if their income will permit them to come in. The lowest rent 
in our housing unit is $4 per month. The highest rent is $40. 

It costs us an average, I understand, of $13,000 per unit for con- 
struction. They have large families, and that is why they have it 
down to $4 a month. 

That is Pearson Gardens. 

Mr. Brownson. I should think everybody would be envious of the 
people that got in there, and that would be a source of difficulty. 
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Governor Gorpon. They have a waiting list. They don’t have any 
difficulty filling them. 

Mr. Cuvporr. Pearson Gardens is a very nice project, and I guess 
they could use about six Pearson Gardens down there. 

Governor Gorpon. We—— 

Mr. Brownson. I don’t doubt they could use 25,000 units, every one 
of them. The problem is how much or how far you are going to go. 

Governor Gorpon. We do have a problem of middle-income groups. 

Mr. Cuuporr. You havea bad problem there. 

Mr. Brownson. In other words, there is nothing between your low- 
income housing and a really deluxe. 

Governor Gorpon. Yes. 

Mr. Cuuporr. The reason is you have to import all building ma- 
terials, and unless you can afford to spend twenty or twenty-five thou- 

sand dollars for a house, you can’t get a decent house. They seem to 
think that the wooden houses will not stand up on St. Thomas, and 
they have made a survey and feel if they could build some wooden 
houses they could sell for seven or eight thousand it would certainly 
meet the need. But the story is that the termites down there eat wood 
like ordinary people eat bread, and they won’t stand up. 

Governor Gorpon. There is an outfit down there now that has a 
process of using California redwood. I went into their factory but 
they have ces ased operating for some reason. Not knowing the reasons 
[ won't discuss it but it seems they have a process that will make this 

redwood termiteproof and they have three houses under construction 
but they have stopped for some reason, I don’t know what it is. 

Mr. Brownson. They can use Philippine or South America ma- 
hogany. It sounds expensive, but it isn’t. The termites don’t touch 
mahogany. 

Governor Gorpon. No, they don’t touch mahogany but they will 
any other type of wood. 

Mr. Lanican. I just want to get into a few matters that have been 
testified to before the subcommittee. We had presented in evidence 
weekly water reports addressed to you by Mr. Galiber from Febru 
ary 2, 1956, to May 28, 1956. He testified that after that date the 
water reports were tele _phoned daily to your office on the water avail 
able in the public water system on St. Thomas. 

Mrs. Bryan, secretary to the commissioner of public works, to Mr. 
Galiber, and I believe to the present commissioner, supplied answers 
to interrogatories, and under oath, in which she states that starting 
about July 1956, she telephoned daily water reports to your office, and 
that they were received by Mrs. Dodd and sometimes Mr. Wheatley 
I believe those are both employees of your office; is that correct ? 

Governor Gorpon. Yes. 

Mr. Lantean. Do you have any reason to contradict these state- 
ments / 

Governor Gorvon. Yes. Just go back to the first part of your ques- 
tion. You said you have copies of weekly reports sent to me in 
February of 1956. 

Mr. Lanican. Yes, these were obtained not from Mr. Galiber but 
part of them were obtained from the files of the water commissioner, 
public works office. 

Governor Gorpon. Are they addressed to me? 
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Mr. Lanitcan. Yes. Would you like to see them ? 

Governor Gorpon. Yes, I would. I am thinking of a letter I wrote 
him on December 14, asking to give me a weekly water report on 
every Friday. 

Mr. Lanitgan. December 14 of 1956. 

Governor Gorvon. Yes. 

Mr. Laniean. These start in February of 1956. 

Governor Gorpon. I have seen some of these before, but these go 
to May 28. I remember getting some reports up until May because 
it was in May of 1956 they ordered water from the Navy for the first 
time. That is when we were getting down in our water supply. You 
see, there are none after that, and I remember writing a letter on 
December 14, when we were down to 1,161,000, telling them to send 
me a weekly report. 

He hasn’t sent me reports continuously. Then I told him verbally, 
I believe, that I thought maybe 10 days’ supply would not be 
sufficient. 

[I intimated that in my letter of December 14. Then I told him to 
get a water report to me every day. I don’t require that in writing. 
‘They used to phone them in, and that is correct. 

Then I got daily —— on my desk. They kept a daily report 
down in the public works department, not in my office. 

Mr. Lantean. Do you recall in February of 1957 when I was in 
your office that you called in Mr. Wheatley and asked him whether 
he had been receiving reports, and he stated he had been receiving 
reports for some time. Do you recall that? 

Governor Gorpon. Yes. That was in February of 1957. 

Mr. Lantean. That was in February of 1957, but he had been re- 
ceiving them for some time prior to that. 

Governor Gorpon. Maybe he had. I think I started receiving daily 
reports over the telephone, as I remember correctly, somewhere in 
January. Ihada few of them on my desk while you were sitting there. 
I showed them to you. 

Mr. Lantean. Then when Mrs. Bryan states here that she had been 
phoning in reports to your office to Mrs. Dodd, and Mr. Wheatley, 
daily, from July 1956, you would say that was an incorrect statement. 

Governor Gorvon. That is not correct. Your own record shows 
that is not correct. You get it by the week there from the first part 
of 1956 through May, and if I were getting them every day from them, 
why would I write in on December ‘14, 1956, and say give me a weekly 
report every Friday ? 

Mr. Lanican. These reports start February 2, 1956. 

Governor Gorpon. Yes, and then they ceased at the end of May. 

Mr. Lantcan. Well, the testimony was that 

Governor Gorpon. I don’t know about the testimony. I am just 
telling you about the facts. 

Mr. Lanican. I am asking you about your recollection. 

Governor Gorvon. Recollection, my recollection is according to my 
letter. 

Mr. Lantean. Well, do you have a copy of the letter ? 

Governor Gorvon. Yes, I have a copy of the letter. There wouldn’t 
be any sense in my asking for a weekly report if I had been getting a 
daily report. 
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December 14, this is addressed to Mr. Galiber. 


Upon inquiry today I found that we have on hand approximately a 6-day supply 
of water, somewhat over a million gallons. 


It was 1,161,200. 


While I realize that the barge has now left for a hauling trip, it is my thought 
that the supply should at all times be maintained at a 10-day level. Of course, 
consumption of water will be much greater during tourist season and the 10-day 
supply will have to be calculated accordingly. I will appreciate receiving a 
water supply report each Friday. 

Now, if I had been getting it by the day, does it sound reasonable I 
would write a letter like that, and you have no correspondence where 
he ever told me that he got it, because on December 21, I got this report 
from him. 


Complying with the request made in your letter of December 14, 1956, the 
water-supply report is as follows: 9 a. m. today there were 963,827 gallons in 
storage. This is approximately a 5-day supply. The water barge arrived at 
6 a. m. with approximately 250,000 gallons and this is being pumped into the 
system today. Mr. George Jensen, water plant superintendent, is of the opinion 
that this will enable us to operate safely until another water lift is made, next 
Friday, December 20, 1956, without any rainfall. Mr. Jensen has already taken 
action for water conservation at the housing project and the hotels. There 
will be at least two water lifts each week after January 1, and these will be 
made if it is necessary to assure us of a 10-day supply at all times. 

Yours very truly, 


RupoteH GALIBER. 


I don’t understand anybody making a statement like that. 

(Copies of both letters are in subcommittee files. ) 

Mr. Brownson. Isn’t that the period when Mr. Galiber said his 
secretary called those daily reports into the Governor’s secretary? Do 
you remember we had quite a lot of questioning of who took the re- 
ports on the other end, and whether any records were made by the 
Governor’s secretary? Mr. Galiber read into the record what his secre- 
tary said she called to your secretary. 

Mr. Cuuporr. Mr. Brownson, at my direction the staff forwarded 
to a Mrs, Eria O. Bryan, secretary to the commissioner of public works, 
a set of interrogatories which were answered under oath which sort 
of clears up the points. 

Now, Governor, in order to clear this thing up, do you remember 
Mr. Lanigan being in your office in February 1957 investigating the 
water situation in the Virgin Islands? 

Governor Gorpon. Yes. 

Mr. Cuuporr. Do you remember while he was there you called Mr. 
Wheatley in? 

Governor Gorpon. Yes. 

Mr. Cuuporr. And Mr. Wheatley informed you and Mr. Lanigan 
that he had been receiving these reports daily for 9 months on the 
telephone from Mrs. Bryan? 

Governor Gorpon. No; he didn’t say any 9 months. He said “I have 
been receiving daily reports, and I don’t know for what period of 
time.” He said further, “You are the only Governor that has ever 
asked for any daily reports.” 

But if I had been receiving them every day, what about it? That 
is what I am curious to know. I didn’t receive them every day. 
They may have kept a record. They kept a daily record of the 
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amount of water in storage every day down at the waterworks, but 
they weren’t looked at by anybody and Galiber in particular. 

(Mrs. Bryan’s replies to interrogatories appear in appendix Q, 

». 885.) 
Mr. Lanican. Do you recall a letter to you from Mr. Galiber on 
October 3, 1956, in which he explained the difficulties that were being 
had with personnel on the water barge and stating that no water lifts 
were being made at this time since the entire matter of the operation 
of the tugboat and barge had been referred to you for further in- 
structions ? 

Do you recall the letter of October 3 to that effect ? 

Governor Gorpon. We were having trouble with our personnel 
there during September. I remember that, in September and Octo- 
ber, because in the first place we were trying to meet the Coast Guard 
regulations on shipping papers, and some of the crew wanted meals 
and they were having a hard time trying to get them straight. 

They had personnel problems, not meeting our classification system. 
I don’t remember the details of it. I know there was some problem 
there. 

Mr. Laniean. Do you recall a letter of November 14 addressed to 
you, again raising the problem of the staffing of the water barge, do 
you recall that went into November ? 

Governor Gorpon. No; I don’t know that it went into November. 
I don’t have those letters in front of me. 

Mr. Lanican. Well, I will let you take a look at these and perhaps 
you can refresh your recollection. 

Governor Gorpon. This letter is addressed to Mr. Claunch. 

Mr. Lanican. Just thumb through those. 

Governor Gorvon. This is a memorandum from Justus Villa who 
is the head of the water division. This one of October 3 is addressed 
to me. 

Yes; I remember getting this letter. This is October 3. I remem- 
ber this, because this fellow Villa who resigned the latter part of 
October took it upon himself to do a lot of things like setting the 

rice for the use of our barge and called up one afternoon through 
Mr. Galiber’s secretary and said if he didn’t get $8,500 by 5 o’clock 
that afternoon, salary a year, he was going to quit. 

Mr. Laniean. You didn’t look at the letter of November 14. That 
was the last letter in this file. 

Governor Gorpon. Yes; I remember getting this. That is when 
we sent over to St. Croix and got Mr. MacGregor at the suggestion of 
Commander Pratt or whatever his title is, of the Coast Guard, to 
come over and try to help us get our shipping papers straight. 

Mr. Lanican. Now during the time that the barge was laid up 
because of these personnel difficulties, did you check into water supply 
at that time, the amount of water available? 

Governor Gorvon. No; I think it was raining during that time. 
September and October we had from 10 to 17 days’ water supply. 

Mr. Lantean. Do the records you have with you show at what time 
you finally resolved this personnel difficulty and had shipping articles 
prepared ? 

Governor Gorpon. No: I don’t have the records here that would 
show when it was resolved. But it was resolved shortly after all of 
this controversy over it. 
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Mr. Lantean. Could you state definitely that that problem was 
resolved before December 14, 1956 ? 


(The Governor sent the subcommittee the following information :) 
The date on which the personnel difficulties in connection with the operation 


of the tug and barge were resolved and the shipping articles approved is as 
follows: 


The crew of the tugboat signed shipping articles on January 13, 1957, before 
the collector of customs. Regular water lift operation had been started Decem- 
ber 14, 1956, because of the water emergency without waiting for approval and 
signing of shipping articles by the crew. 

Governor Gorpon. Oh, yes. Certainly, because our records show 
here the tug was used to go over—the hurricane hit us sometime in 
December and we sent it over to Puerto Rico to bring over lighterage 
that had been destroyed, and then we had to protect the lighterage 
from high winds. 

On December 3 we had 14 days of water supply and it went down 
to 10 days on the 7th, and the barge was sitting there, and on the 14th 
of December—and I knew we weren’t getting much rain, I knew the 
water was doing down—that is when I got in touch with Galiber on 
the 14th of December and wanted to know why the barge wasn’t 
moving and told him to get it moving and get water over here. He 
hadn’t notified me we had 1,161,000 gallons until I inquired into it. 

Mr. Laniean. Could you tell us who Mrs. Dodd is? 

Governor Gorpon. She is my private secretary. 

Mr. Lanican. Who is Mr. Wheatley ? 

Governor Gorpvon. He isa secretary in the office also. 

Mr. Lanican. Would it be possible they would have gotten the 
daily water reports and not relayed them to you? 

Governor Gorvon. Well, anything is possible, but it is not possible 
that that happened. You saw some of them on my desk when I 
started getting them. Sometimes I would keep them, sometimes I 
wouldn't, as I told you that day. 

Mr. Lanican. Have you made any inquiry as to whether or not 

Governor Gorpon. Yes, since you were down there, for fear you 
would ask about it, Mr. Cunning keeps those daily and has a chart on 
that. 

Mr. Lanican. Have you made any check as to whether they were 
receiving daily reports prior to December 1956? 

Governor Gorvon. I don’t remember 1 receiving any daily prior to 
December 1956. 

Mr. Laniean. Well, have you made any check as to whether Mrs. 
Dodd or Mr. Wheatley —— 

Governor Gorvon. I know, because there wouldn’t have been any 
occasion for my writing the letter on December 14 and I dictated it to 
her if we had been receiving daily reports. I told you that once. 

Mr. Laniean. Do you know whether Mr. Wheatley received those 
reports ? 

Governor Gorpon. I assume if he had I would have—I don’t think 
he was receiving them because I hadn’t asked for them. I tried to 
make that clear. I asked for them on December 14 on a weekly basis. 

Now would there have been any sense in my asking for them on a 
daily basis? If I had been getting them daily why would I ask for 
them each Friday by letter? There is nothing in the file that would 
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indicate that Mr. Galiber said that he was already giving me daily 
reports. 

Mr. Lanican. W ell, let me ask you this: I think you heard the testi- 
mony this morning regarding the acquisition of a Navy barge and 
then the testimony to the effect that that effort was dropped and the net 
cost was $39 ,000, and the subsequent purchase of the barge from a 
shipping company, or a company in Baltimore, do you have anything 
to add to the testimony that was given this morning ¢ 

Governor Gorpon. Yes; I have, Mr. Lanigan. I heard that testi- 
mony and I heard quite a bit of discussion. Most of the negotiations 
were by phone asking the Department of the Interior to negotiate with 
the Navy. 

Mr. Lanican. When you say “most of the negotiations” 

Governor Gorpon. All of them. 

Mr. Lanican. Would you identify who carried them out, whether 
you did, or who? 

Governor Gorpon. I had conversations with Interior about it. Mr. 
Claunch had conversations with them about it. Now we turned to the 
Navy because we didn’t think we had enough money after we got the 
$200,000 appropriation from the legislature to think of purchasing 
either a barge or tug or especially a self- propelled one, so we turned to 
the Navy as our possible solution. 

They told us that it would cost us approximately $80,000 to demoth 
a barge like the one we had been getting water in from Roosevelt 
Road. We said, “Go ahead with it. 

The Navy says they will not haul us any more water unless we make 
some effort to help ourselves. That we proceeded to do. I came up 
to Washington and in talking with the maritime people and in talking 
with people i in 

Mr. Laniean. Could you identify the people ? 

Governor Gorpon. I don’t know teen bp name. 

Mr. Lanigan. What—— 

Governor Gorpon. They were men involved in shipping because I 
talked with them about a Liberty ship. 

Mr. Lanican. Were they Government employees ? 

Governor Gorpon. Yes; they were Government employees. 

Mr. Lanican. Were they Interior Department employees ? 

Governor Gorvon. No, they were outside Interior. 

Mr. Lantcan. Were they Coast Guard ? 

Governor Gorvon. I don’t remember what they were. But we 
talked to them about getting a Liberty ship, because seeing that this 
other barge cost us—we thought about $80,000 to demoth it then, 
$80,000 to put it back in mothballs, and no ownership would be in- 
volved, and we became disturbed about that. 

Then there was the upkeep of it which also became an important 
item. Then we thought of getting a Liberty ship, stripping it down, 
and using a tug to pull it, and this outfit we were discussing it with 
said, “No, we won’t permit that.” You can judge what outfit that was. 
They said it would be a menace to shipping. “We had one break 
loose once,” they said, “you would have to completely activate a 


Liberty ship and that is too big for any kind of operation down 
there.” 
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So that was abandoned. Then back in Interior we discussed the 
abandonment of this other project because we saw $160,000 slipping 
from us maybe, plus any repairs that there might be on the self- 
propelled barge. So that was when I made the decision. I still 
think it was good judgment. 

We discussed approximately how much work had been done by way 
of demothing and the figure of $5,000 was quoted and I made the re- 
mark, “W ell, if it costs $10,000 or even $15,000 I still think we are in 
better shape to abandon that barge.” 

Mr. Laniean. Could you tell us who quoted the figure of $5,000? 

Governor Gorpon. I think it was Arnold. He said he didn’t know 
exactly. But that figure was quoted. I remember that distinctly. I 
said, “Even if it is double that amount or even $15,000”—then when 
it was finally abandoned and we found out what the Navy wanted 
to charge us—now I heard that letter read from the Navy, I never 
heard that before, that the work was 80 percent complete. I don’t 
know whether it was or not, but the figures don’t jibe with me on an 
80-percent completion and the Navy would take $12,000 of it. You 
have to figure it the other way too because that $12,000 according to 
that letter if I remember hearing it correctly was for repairs that were 
needed in order to preserve it. 

Now I think in terms of that being added to the $80,000 as far as 
we were concerned as demothing it too, if we had gone through with 
the deal—am I quoting that letter correctly ? 

Mr. Lanican. They figure that that $12,000 was material which 
would have benefited—just 1 second I will get that. 

Governor Gorpon. That is what I thought. So it certainly goes up 
the other way, and if they needed that material for us to utilize it, 
that probably would have been added to us. 

Mr. Lanican. At any time did any officials of the Interior Depart- 
ment notify you that the job had been about 80 percent done and that 
the cost would run around approximately the same as the cost of 
activating it? 

Governor Gorpon. No, that was never said to me, not in that discus- 
sion. Maybe they said it among themselves, but that wasn’t re 7 
discussion because it hadn’t been determined at that time anyv 

Mr. Laniean. Well, how was the decision made ? 

Governor Gorpon. I remember this was the latter part of March be- 
cause I had just come back from California and I was in Washington 
and that is when I made the decision and I still think it was good 
judgment. Now you may not agree with me. That is your privilege. 

Mr. Lanican. Well, did you “make any written document in con- 
nection with that decision ? 

Governor Gorvon. No, I made it right here in Washington and said, 
“Let’s cancel it because we are getting too deep. We are getting over 
our heads.” 

Mr. Lanican. And you told that to whom? 

Governor Gorvon. I told it to Mr. Lausi, Mr. Arnold, people in In- 
terior and I suppose that is when they proceeded to tell them. 

Mr. Laniean. Did either of them make any statement to you at that 
time regarding what the cost would be? 

Governor Gorpon. No, but the sum of $5,000 was made and I said 
if it is doubled or even if it goes to 15 we are still better off. 
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Mr. Lanigan. Now how were the barge and the tug purchased ? 

Governor Gorpow. We had Captain Yates come up, who by the way 
to clear the record was a commander in the United States Navy—he 
came up 

Mr. Lanican. He was a commander in the United States Navy? 

Governor Gorpon. He was a commander in the United States Navy. 

Mr. Laniean. He wasn’t an employee of the Virgin Islands? 

Governor Gorpon. He is now, but he was former “commander in the 
United States Navy and well- experienced in handling boats. 

Mr. Lanican. What is his position now? 

Governor Gorvon. He is 1 of the 4 pilots we have. 

Mr. Laniean. Go ahead, please. 

Governor Gorpon. We then struck upon the idea of hunting for a 
tug and a barge and he came up here and I was here when he came 
and he was authorized to search for a barge and a tug. 

Mr. Lanican. By that you mean you authorized him to do that? 

Governor Gorvon. Yes, he was authorized and that is what he 
did. He went to New York and other places and I think he finally 
located this one in Baltimore. I think it was there. 

Of course, he was supposed to get it in shape to bring it down and 
he had it inspected, because I remember his phoning, phoning 
Claunch—I think it was Mr. Claunch, but anyway I got the word 
that the barge and the tug had been put on drydock and inspected 
and he had the papers all fixed out for tr avelling. 

Mr. Lanican. Who inspected it ? 

Governor Gorpon. I suppose the Coast Guard. Whoever the in- 

specting officers are. 

Mr. Lanican. You don’t know who inspected it ? 

Governor Gorpon. No, I wouldn’t know personally. But I know 
you have to have inspection papers before you can go out on the high 
seas with a boat like that. 

Mr. Lanican. The Coast Guard has reported to us it never in- 
spected the tug and the barge and that the tug and barge were classi- 
fied as Government vehicles or Government ships and not subject to 
their inspection. 

Governor Gorpon. I don’t know anything about that. 

Mr. Cuuporr. The United States Code provides, Governor, that 
the Coast Guard has no right of inspection over Government-owned 
vessels. 

Governor Gorpon. Maybe it was private inspectors, but I know 
somebody inspected to find out if it was seaworthy. 

Mr. Cuuporr. We tried to determine from the Coast Guard by com- 
munications with them as to whether or not they had ever inspected 
the Virgin Islands Water Barge No. 1, and the tug Carpeake, and they 
advised us under date of March 28 that they had never inspected it and 
they had never been requested to inspect it. 

Governor Gorpon. Well, it has paid for itself. I don’t care whether 
anybody inspected it or not. Anyway, I want to correct another 
statement here that has been made, that our barge leaked salt water 
when it went over to San Juan. I believe you made that statement, 
Mr. Chairman. 

Mr. Cuuporr. No, I didn’t make that statement. Mr. Galiber testi- 
fied when they sent the barge to Puerto Rico for water, when it came 
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back, it leaked so badly there was salt in the water and it was no longer 
potable. I think that is in the record. 

Governor Gorpon. Our water has been fresh. Either the fore or 
aft compartment that they used for ballast did leak a bit. It took 
such a beating the captain said he didn’t know whether he would get 
across the channel or not when he brought it to us. It took an awful 
beating and we had about 15,000 volumes of books in the front com- 
partment and we lost about 200 of those as a result of a tiny leak in 
the barge. But that barge has been our salvation as far as water lifting 
is concerned. 

Mr. Lanican. How was the price determined that was paid for 
the barge ? 

Governor Gorpon. It was what it was on the open market. I talked 
to Captain Potts, who runs the Puerto Rican iattereme outfit and 
he wanted to rent a tug and he is an expert and he said we got a pretty 
good buy. He wanted to buy that tug himself. 

Mr. Lantcan. First of all, let me ask this: Do you have any vouchers 
in the records of your government showing who was paid to inspect 
this barge ? 

Governor Gorvon. Oh, I couldn’t answer that. 

Mr. Lanican. Do you know yourself who inspected the barge and 
the tug prior to its purchase ? 

Governor Gorpon. No: I told you I don’t know that. But I am 
sure it was inspected to see whether it was seaworthy. 

Mr. Lanican. Did you ever see any inspection report on it ? 

Governor Gorpon. I may have. Iam not sure. 

Mr. Lanican. You don’t know whether you did or not ? 

Governor Gorpon. No; I don’t know. 

(C opy of the inspection report of the tug Carpeake was furnished 
the Committee on June 28, 1957. The water barge was never 
inspected. ) 

Mr. Lanican. Now, how was the price arrived at at the time that 
vou bought the barge ? 

Governor Gorpon. I suppose that the man who was sent up here 
to buy it determined through inquiry and so forth as to whether or 
not that was a fair market price, and he so advised us before we 
bought it. 

Mr. Lantean. He told you what the price was; is that how you 
found out what it was? 

Governor Gorpon. Yes. 

Mr. Lanican. Did you ask whether there had been any other barges 
or tugs available and what their price was? 

Governor Gorpon. He told us he looked at others but this was one 
of the best ones he had been able to find. 

Mr. Laniegan. I see. Now, in purchasing equipment for the Virgin 
Islands government, do you normally purchase equipment involving 
that amount of money through competitive bidding ? 

Governor Gorpon. We had never bought a boat before. 

Mr. Lanican. Well, in the case of other equipment. 

Governor Gorpon. If we are buying on specification we send them 
out for bids, yes. 

Mr. Laniean. In this case it was a decision you made with the 
advice of Captain Yates ? 

Governor Gorpvon. I made the decision through Captain Yates and 
I was authorized to do it by the legislature. 
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Mr. Lanican. Did you deal with the company that sold the barge, 
did you ever talk to their officials? 

Governor Gorvon. No; I never talked to them. 

Mr. Lanican. Do you know the name of the company ? 

Governor Gorpon. No. 

Mr. Brownson. Mr. Chairman, I am curious, how could you get 
competitive bids on a second-hand barge when each supplier doing 
the bidding had a different second-hand barge he was offering? 

Mr. Cuvporr. Well, that could have been done. All they had to do 
was circularize the companies that deal in this type of merchandise 
and say, “We are accepting bids for barges”—— 

Mr. Brownson. It is lke competing bids on a second-hand Ford 
automobile. One has one in good conmlition. one has one in mediocre 
condition, one has a radio, another has a heater, you don’t have any 
common denominator. 

Mr. Cuvporr. I don’t know that under the law it was legal to buy 
this barge without competitive bids, but I won’t raise that question 
at this time. The Comptroller General might very well hold that 
the government of the Virgin Islands had no right to buy a barge 
for the amount of money they did without competitive bidding. 

Mr. Brownson. Yet, Galiber, has a right to buy $16,000 worth of 
property without appraisal. I don’t get this double standard of gov- 
ernment. 

Mr. Cuvporr. I am not attacking any one. I just think the system 
is bad. That is one of the reasons we are having these hearings, to 
find out what is bad about the system and make some recommenda- 
tions to protect the Virgin Islands treasury a little bit. 

Mr. Brownson. T hey have no water, they are in a crisis, so all of 
a sudden they take some steps to get water and all they catch is criti- 
cism because they took steps expeditiously to get water. 

Governor Gorpon. I might say in that connection that when I went 
before the legislature and asked for this money they stated in the 
legislation, they gave $200,000 for the securing of a water barge, a 
facility for hauling water. Now, I couldn’t stand around and shop 
around for a few months when I was afraid of a drought coming 
and the Navy refused to haul this water. We had to move. 

Mr. Lantcan. Were you in Washington at the time you approved 
the purchase of the barge ? 


Chive rnor GorDon. Do you mean the final tug and barge? 

Mr. Laniaan. Yes. 

Governor Gorpon. No; I wasn’t here in Washington. 

Mr. Lanican. Were you here when Captain Yates reported he 
located one in Baltimore? 

Governor Gorpon. No; he was here a long time trying to find one. 
He was traveling up and down the Atl: antic coast trying to find one. 

Mr. Lantcan. Now, I wanted to ask you this about this ; Ninth Street 
paving incident: 

Mr. Galiber wrote a letter asking that the investigation of this inci- 
dent be made by the United States attorney. Did the United States 
attorney make any investigation, to your knowledge ? 

Governor Gorvon. No; he didn’t. T saw that letter. It w asn’t writ- 
ten tome. This whole matter of Ninth Street broke while I was in 
Washington, and editorially it appeared in the paper. I had been 
watching the development of Ninth Street, and I knew it was author- 
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ized to be paved by the legislature, but I was still disturbed by the 
way it was being handled. When I got back to the island, Mr. G: liber 
came into my office e, and I had read the article in the paper, so he 
wanted to know if I wouldn’t make a statement to the press about it. 
T asked him, “Why should I?” He said, “Well, they are accusing me 
of things that they shouldn’t be.” I said, “Well, I don’t know what 
they are accusing you of. I don’t know ‘whether you talked to the 
legislature or not and got them to do this.” 

T said, “No; I would not.” I said, “I think you had a moral obliga- 
tion to me.” I was new down in the islands, and I had already told 
my department heads to keep abreast of bills appearing before the 
legislature where they were affected. I felt he should at least have 
told me he had lots on there, not that it was illegal to pave because he 
had lots on there, but he could at least have informed me of it. But 
the part that made me so disgusted about Ninth Street was the fact 
that that street was picked out ‘supposed|y on the basis of meeting FHA 
requirements when I knew that there were other places where the 
FHA had granted loans without the streets being paved. Then as 
I watched the street develop I saw square driveways put in, cement 
driveways put in every so many feet apart all of the way down the 
street, and then they were chipped off by hand for a while to make 
them curved so people could turn in instead of backing up and going 
straight in, and then they finally used an air gun and chipped them 
off and spent a lot of labor and extra money putting it back in with 
curved edges. Since that time the houses have been built on there 
and the driveways don’t fit the houseways. Some of them go right 
into the front room. Some of them go right into the front porch. 
‘he manholes were put on the street and they were that high [indi- 
cating] above the roadway and they had to chip those off and fix them 
so an automobile could go by. That was all done in the construc- 
tion of it. 

Finally, I had heard so much about Ninth Street and the subdivision 
and the other people on the other streets were kicking to me about what 
was done on Ninth Street and the other Streets from First Street to 
Tenth including Ninth and First Avenue, weren’t paved and they 
weren't getting any consideration, so they came into my office on a peti- 
tion, protesting. So about that same time the land division came to me 
wanting me to sign some papers about an FHA on the one house that 
was on Ninth Street. I asked the director in charge, I said, “I have 
heard about this subdivision being made by Mr. Lockhart, who is in- 
laws to Judge Hastie.” I said, “Is there anything in the records to 
show we have title to that land, to those streets?” 

He searched a the files and said, “I only find a copy of a 
letter addressed to”—I don’t remember whether it was De Castro or 
Alexander. I said, “I am not going to sign anything pertaining to 
Ninth Street until I know whether we have title or not.” A short 
time after that I got verbal report from him we don’t even have title 
to the streets, but there is a release giving the right to put in sewers. 
Then, subsequently—I thought I had it with me, but I found out I 
didn’t when I went through my papers the other day, but I got a 
detailed report from the land division about that subdivision and I 
found out that it had been offered by the heirs to Governor De Castro, 
and seemingly nothing was done, then it was offered to Governor 
Alexander and nothing was done, and then there was a report by Mr. 
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Galiber that it would be necessary to have sewer pipes put in because 
the soil there is clay and not susceptible to the use of septic tanks. 
Then there was a release from the Lockhart people permitting them 
to go in there and improve them by putting in sewers. 

Principally, I am trying to get a deed from the Lockhart people 
and they have promised me they will give it to us. 

Mr. Lanican. I might say we have a copy of a release from the 
Lockharts which is for roads, sewer lines, and so forth, and to con- 
struct, roads, sewer lines, manholes, waterlines, and potable-water- 
lines, and any other improvements needed. 

Governor Gorpon. That still isn’t title. I saw that. I was just 
worried about not having title to it and the Lockharts had promised 
me they would make an offer and I am going to submit it to the 
legislature to get it cleared once and for all. 

Mr. Cuuporr. Governor, I want to get this Ninth Street situation 
clear in my mind. Didn’t the act of the legislature provide for pav- 
ing for all streets from First Street to Tenth Street ? 

Governor Gorpon. No. 

Mr. Cuuporr. Which streets did it provide for ? 

Governor Gorpon. It provided for Ninth Street to be paved. That 
is the only street that was named in the act in that area, and it said, 
and an approach from Ninth Street to another paved Street, because 
before they paved the other street I was going to stop it until I checked 
the act. So it had to make the circle. There is a street here running 
parallel to First Avenue and that street is paved and this street is 
paved [indicating]. First Avenue is not paved. But you come 
down Ninth Street and turn into First Avenue and then this street 
over here [indicating] is paved. According to the act they had to 
make that circle from Ninth Street down to this other paved street. 

Mr. Cuuporr. Governor, do you have any idea why the Legislature 
of the Virgin Islands would pick out Ninth Street and pave it and 
not the other streets? 

Governor Gorpon. I haven’t the least idea unless somebody told 
them according to meet the requirements for the FHA loans. 

Mr. Cuuporr. Well, was there a Federal housing development 
there ? 

Governor Gorvon. This one family. 

Mr. Cuuporr. Were there plans for other houses on that street? 

Governor Gorpon. I don’t know of any plans. You see, that was 
in January. The appropriations act had been passed before I got 
there. It was amended in January of 1956 and I had only been there 
a few months. When the act came up in front of me, it was an 
amendment to the appropriations act which had already been passed 
and it named these extra streets and so forth and so on. 

Mr. Cuuporr. Well, have any houses been built on Ninth Street 
since the paving? 

Governor Gorpon. Yes; there are some under construction. 

Mr. Cuuporr. And the FHA is guaranteeing the mortgages. 

Governor Gorpon. I know nothing of the financing. I know the 
one Mr. La Garde came to me about was the only one I was con- 
sulted on. 

Mr. Cuuporr. In view of what you told us was there any hesitancy 


on your part to discuss this with Mr. Claunch or anybody else before 
signing the bill? 
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Governor Gorvon. No; there was no hesitancy. It was an ordinary 
appropriations bill. I am not criticizing the legislature for paving 
Ninth Street. I don’t know what the motive was, but we need all 
of the other streets paved, too. 

Mr. Cuuporr. It appears to me they were trying to encourage 
someone to build more houses for the city of Charlotte Amalie. 

Governor Gorpon. That I can’t say because there were other streets 
without houses. 

Mr. Cuuporr. That is all that upset you? 

Governor Gorvon. No; the square curbs and cutting them off and 
making them round. Making manholes too high, that is poor man- 
agement, poor managing, and 1 very expensive. 

Mr. Lantcan. Were all of the driveways constructed with square 
curbs? 

Governor Gorpon. All down one side and part way on the other, 
before they started cutting them off and curving them and building 
forms around and making curbs. They had no regard to where 
people would put their houses. 

Mr. Laniean. According to Mr. La Garde, specifications for the 
construction were prescribed by the FHA regional office in San Juan. 
Do you know whether those specifications included the location of 
the driveways? 

Governor Gorvon. I know it isn’t commonsense to put a driveway 
in a vacant lot where no house is going to be built and I am no 
engineer. 

Mr. Laniean. If the driveways hadn’t been put in the street would 
have to have been broken up and driveways put in later. 

Governor Gorpon. That would have been at the expense of the tax- 
payer though, and not the city. 

Mr. Cuvporr. Did you put curbs and sidewalks in too ? 

Governor Gorpon. Yes, that happens in the United States all of 
the time. If you break a curb and put in a driveway, you do it at 
your own expense. You puta sidewalk in too. 

Mr. Cuuporr. As a matter of fact, once you have a curb put in, it 
is your curb, and you have to maintain it at your expense. 

Governor Gorpon. That is right. 

Mr. Lanicgan. Now on this Ninth Street matter, after Mr. Galiber 
made his request, you decided not to have an investigation made by 
the United States attorney. 

Governor Gorpon. I wasn’t even bothered about the investigation, 
or his asking for it, because I didn’t see anything criminal about it, 
but it certainly was poor wor K on the part of the dep: irtment head. 

Mr. Lanican. Is this work done directly under a department head 
or by a division in the department. 

Governor Gorpon. The department head is responsible. 

Mr. Laniean. No, I am not trying to absolve anyone from any 
responsibility, I am just trying to find out how the organization 
works. 

Governor Gorpon. Sure, there is a water division, there is a con- 
struction division, and there are other divisions of public works, 
just like there is in every other department, but you can’t delegate 
authority and lose responsibility. 

Mr. Lanican. Under that theory I suppose it goes up the line as 
well as down 
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Governor Gorpon. That is right. 

Mr. Cuuporr. That is exactly what I have been trying to prove 
in these hearings. I am glad that you agree with me, Governor. 

Governor Gorpon. That is elementary in administration. 

Mr. Cuuporr. And I think you are right. 

Mr. Lanigan. Could you tell us who was head of the construction 
division at that time. 

Governor Gorpon. No, I don’t know. I don’t know whether it was 
Justin Villa, or who it was. 

Mr. Lanigan. Was it Mr. Boreham? 

Governor Gorpon. I don’t know. I couldn’t tell you who it was, 

Mr. Lanican. Now you heard the testimony regarding the purchase 
of a piece of waterfront property; Mr. Lausi read a report that Mr. 


Claunch had submitted, I think, outlining a certain number of points. 
I don’t recall how many there were. 


Governor Gorpon. I remember. 

Mr. Lanican. Have you read Mr. Claunch’s report? 

Governor Gorpvon. Yes; I have read that. 

Mr. Lanican. Did you approve that before it was sent in? 

Governor Gorpon. I don’t know that I approved it as such. He 
sent itin. I can tell you what it is. 

Mr. Lanican. Well, I think it has been read into the record. Prob- 
ably we should have a copy for the record, too, if we could get that. 

(In a letter dated May 14, 1957, the subcommittee requested “a copy 
of record by the government secretary on purchase of land for water- 
front highway.” In reply, the Acting Governor submitted a photo- 
static copy of warranty deed concerned, A copy of this deed, together 
with a copy of Mr. Claunch’s letter to Mr. Lausi of April 11,1957, 
concerning this transaction, was previously furnished the subcommit- 
tee and is on file.) 

Governor Gorpon. I would like to comment about that unless there 
are some further questions you want to ask me about it. 

Mr. Lanican. No; if you want to comment, go ahead. 

Governor Gorpon. I think the question was discussed here this 
morning about whether or not there was a law or a policy with respect 
to the purchase of real property, and whether or not you hire apprais- 
ers. We bought very little property since I have been down there 
except by legislative mandate and once on the waterfront. We bought 
some property along the bay, the other end, from the West India Co. 
We did have appraisers appointed. Appraisers don’t necessarily fix 
the price, but they serve as a protection and a guidepost to people. 
I don’t remember whether I appointed those appraisers or Mr. Claunch 
appointed them. 

I feel this way about them: When Mr. Galiber came in to me to dis- 
cuss the purchase of that land, I told him to follow the usual procedure. 
The only procedure I had ever worked under in the Virgin Islands was 
the one of having three appraisers. I sent him to the United States 
attorney. I never heard from Mr. Galiber any more, and I feel until 
I got that blank deed with the price in it—in the first place I assumed 
appraisers had been appointed, and I should have been able to rely 
upon a department head for that. 

Mr. Laniean. Did he have authority to appoint appraisers? 

Governor Gorpon. Certainly. There is no law. It is just a matter 
of custom of appointing somebody, and I know that he got in touch 
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with Mario Lewis, who is our purchasing agent, and that was called 
to his attention. I don’t know anything about the price of land and 
when that deed came across my desk it was in blank other than the 
price. 

I sent it down to the United States attorney. It came back to me, 
and then I sent it back to Mr. Galiber. I haven’t heard from Mr. 
Galiber at all. When Mr. Krabach in auditing asked me whether or 
not appraisers were appointed, I said I assumed that there were. The 
record should show it. 

That is when it was called to my attention that there were no apprais- 
ers appointed. Then we looked up the deed, and we found all of this 
discrepancy about dates. The deed was signed on November 14, exe- 
cuted and notarized. 

Mr. Lanican. Was it accepted on that date ? 

Governor Gorpon. It was recorded later on, but I didn’t get a copy 
of it until November 26, as I remember the date. I will send you 
a copy of the deed if you want it. 

Mr. Lanican. In order to be effective, a deed has to be delivered 
and accepted by the grantee. 

Governor Gorpon. Evidently it was delivered. They don’t deliver 
those papers to me. It was delivered and recorded, and there was a 
notation on there by the tax assessors that there were no taxes due, all 
dated ahead of the time it was sent to me. That becomes very im- 
portant, you know, as a lawyer, because rights may be involved from 
the date of the execution of a deed. 

Mr. Cuuporr. You mean you signed it after 

Governor Gorpon. I didn’t sign it at all. I never signed it. 

Mr. Cuuporr. Who signed it? 

Governor Gorpon. The sellers. 

Mr. Cuuporr. The sellers signed it? 

Governor Gorpon. Yes. 

Mr. Cuuporr. Then it was delivered to you ? 

Governor Gorpon. It never was delivered to me. 

Mr. Cuouporr. It was delivered to Galiber. Did the consideration 
pass at the time of the delivery of the deed ? 

Governor Gorpon. I knew from the record that was read in Mr. 
Claunch’s letter that the consideration was passed subsequent to it be- 
cause it wasn’t sent by—Mr. Galiber certified it on January 2, if I 
remember the date, and it was certified to the comptroller’s office on 
the 3rd, and it was sent to the finance division on the 4th. 

Mr. Lantean. All that took place after you had seen the deed. 

Governor Gorpon. Yes. 

Mr. Lanican. Now since you have been there in any case have ap- 
praisers been appointed by anyone other than the Governor or the 
government secretary to your knowledge? 

Governor Gorvon. I don’t know of the purchase of any land. We 
have gotten rid of property, ape: property, by having people ap- 
pointed by the procurement division to write off property. e have 
done those things. That doesn’t always come to me. 

Mr. Cuvuvorr. Do you feel, Governor, that the price paid for this 
land was exorbitant ? 

Governor Gorpon. That is a relative term to ask me if it was ex- 
orbitant. I don’t know whether it was exorbitant, but it flashes 
through my mind it was a big price to pay for 65,000 square feet, 
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which is an acre and a half, when we paid eight or nine thousand 
dollars for 2 or 3 acres. 

Mr. Cuuporr. I think it was a difference of 5 cents a square foot, 
is that the figure, Mr. Lanigan ¢ 

Mr. Lanican. That was the figure in the sales in the same estate. 

Mr. Cuvuporr. What I am driving at, Governor, is this sales in the 
same estate brought 20 cents a square ‘foot, and this was 25 cents a 
square foot. I asked Mr. Lausi in view of the fact that the waterfront 
road was coming through the area, that would certainly enhance the 
value of real estate so the 5 cents differential wouldn’t, in my opinion, 
be exorbitant. It might be more than it was worth, ‘but it wouldn’t 
be exorbitant. 

Governor Gorpon. I would say this: it was more than it was worth, 
and there are some poor people through that same area who gave us 
their property to cut the i through there and we had had apprais- 
ers on the other property. 

Mr. Cuuporr. Who sold it to you? 

Governor Gorvon. The West India Co. The other property, you 
mean ¢ 

Mr. Cuuporr. The land you used for the waterfront road. 

Governor Gorpon. We only purchased two pieces. We got right- 
of-way through a lot of other people. They gave it to us, and there 
was another piece of 225 I didn’t even know about until I got a report 
on it. 

Mr. Cuuporr. In this particular transaction, who was the grantor 
of the land, do you know ¢ 

Governor Gorpon. Some realty concern ? 

Mr. Cuuporr. Do you mean a corporation ? 

Governor Gorvon. A corporation. 

Mr. Laniean. Do you know of any instance, to your knowledge, or 
that you have been told about, where appraisers were appointed by 
anyone other than the Governor or the government secretary in fol- 
lowing this usual procedure ? 

Governor Gorpon. Do you mean prior to my coming? 

Mr. Lanican. Well, at any time. 

Governor Gorpvon. I don’t know about prior to my coming. I 
haven’t even asked. 

Mr. Lanican. Well, since you have been there. 

Governor Gorpon. No, I don’t know. 

Mr. Lanican. There has been some property bought subject to 
appraisals, is that correct, since you have been there? 

Governor GoRDON. Well, we bought some homesteads pursuant to 
legislation where I was authorized to buy in the legislature and it 
was determined we would negotiate with the owners. The first time 
it happened, Mr. Ottley came up with the owners and took pictures 
and passed it over to this estate. That is the only one I remember. 
Then we bought the West India property. That was the lower end 
of Pearson Gardens where the waterfront highway went. We bought 
that, from the West India Co. and three people were appointed there. 
: Mr. Lanican. Did you appoint the appraisers for the West India 

so. ¢ 

Governor Gorpon. I don’t remember. I remember discussing it in 
my office with Mr. Claunch. 
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Mr. Lantean. In the case of this other piece, you didn’t discuss the 
appointment of appraisers with Mr. Claunch or specifically with Mr. 
Galiber either? 

Governor Gorpon. In the first place, Mr. Galiber should have come 
back to mé on the thing. I didn’t—I sent him to the United States 
attorney to get the procedure straight and I think he should have 
come back to me with it. If he wanted to go negotiate with the people 
and see what kind of price they wanted that would have been one 
thing, and then go through the regular procedure. That would have 
been the stage in my point of thinking that he should have brought up 
the question of appraisal. That is what they did in the West India 
case, I know. 

Mr. Cuuporr. Regardless of the fact that Mr. Galiber didn’t do as 
you thought he should do, you knew the price when you did sign the 
deed. 

Governor Gorpon. I didn’t sign any deed. 

Mr. Cuuporr. But you saw the deed. 

Governor Gorpon. I saw the deed. I didn’t sign anything. 

Mr. Cuvuporr. And the price was in there. 

Governor Gorpon. I assumed that he had gone through the regular 
procedure because he had been instructed. 

Mr. Cuuporr. Did you instruct him to appoint appraisers ? 

Governor Gorpon. Not specifically. 

Mr. Cuuporr. You instructed him to go to the United States attor- 
ney and get the procedure? 

Governor Gorpon. Yes. 

Mr. Cuvporr. And evidently the United States attorney said there 
was nothing in the law that required appraisers so he probably didn’t 
get them. 

Governor Gorpon. I wouldn’t know. 

Mr. Cuvporr. Mr. Claunch tells us in his letter: 

I have today talked to the United States attorney who advises me that he 
told Mr. Galiber if he could not negotiate purchase of this land for a reasonable 
sum, he would take steps to secure the land through condemnation proceedings. 
Mr. Galiber advised the United States attorney he was sure he could negotiate 
the sale for a reasonable sum. 

So evidently there wasn’t necessity of appointing appraisers. 

Governor GorpoNn. Well, that was his judgment. 

Mr. Lanican. We had some testimony and also some documents 
put in the record regarding this situation. (They are included in 
appendix QO, p. 862.) 

There was an allegation made that the Government secretary 
instructed Mr. Galiber, and he passed the instruction on to Mr. Hen- 
derson, the telephone superintendent in St. Croix, to stop construc- 
tion of the telephone line following the hurricane to, I believe it was, 
Grove Place, and instead to concentrate on building a line to Mr. 
Canaday’s estate. Do you have any knowledge of that ? 

Governor Gorpon. I have no personal knowledge of that, but I have 
some reports on it. There is no truth in it. I don’t know where you 
got your information. I don’t know whether Galiber came up here 
and told you or not. Of course, the thing I am thinking about is I tried 
to save Mr. Galiber as a young person. I went out of my way because 
he was a native Virgin Islander, and even when I asked him for his 
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resignation. I am mentioning this because he seems to be the focal 
point on everything. ) 

Mr. Lanican. I might say he didn’t inform us on this. 

Mr. Cuuporr. Governor, to be fair to you, the information was 
secured by the staff through investigation and also as a result of 
reading, 1 think, some St. Croix newspapers that ran a story that as 
a result of the telephone service being cut off of Grove Place, a man 
had an accident, if my memory is correct, and they couldn’t call the 
hospital or the doctor and as a result of that he died. Whether he 
would have died anyway or not, I don’t know, but the newspapers 
wrote stories about it and it was common knowledge around St. Croix 
when the staff was there and they made an investigation and that is 
how it came out. 

I don’t think Mr. Galiber told us about it, but I think we asked 
some questions on it when he was here in front of the committee. 

Governor Gorpon. I don’t mean this particular telephone thing 
any more than any other things, because he has been the focal point 
in everything I have heard here today. The implication I have 
received in what has been said is clearly that he either misinformed 
you or he has acted as though he—— 

Mr. Cuuporr. Governor, I don’t want to get into this Galiber 
situation too deeply. I wasn’t here when Mr. Lausi testified, but 
upon reading the record of Mr. Lausi’s testimony, all of the attacks 
upon Mr. Galiber were made by Mr. Lausi, and all of the questions 
about Ninth Street and about the waterfront road were all raised by 
Mr. Lausi and not by Mr. Galiber, and that is how it comes up. Am 
I right about that, Mr. Moss? 

Mr. Moss. You are definitely correct about it. 

Mr. Cuuporr. Which Mr. Lausi in very strong language accused 
Mr. Galiber of doing a lot of things that he shouldn’t have done and 
impugned his character, and Mr. Moss felt that he wasn’t fair under 
the circumstances, and that is how that colloquy came up and that 
is how all of this got into the record. Mr. Galiber didn’t come in and 
raise these questions. 

Mr. Brownson. Mr. Chairman, don’t you think it fair since the 
rest of the testimony is printed, that the Governor have the right to 
know what Mr. Galiber said about him? I thought it rather strong 
and in some ways intemperate, myself. 

Mr. Cuuporr. We are going to ask about that. I believe what 
happened, if you read the record, you will find that what came up 
between Mr. Galiber and the Governor was a response to questions 
by Mr. Smith. Is that right, Mr. Smith ? 

Mr. Smitu. Yes. 

Mr. Cuuporr. I just wanted you to know the background. 

Mr. Brownson. I think the Governor has a right before he leaves 
here today to know what Mr. Galiber said. 

Mr. Cuuporr. We assume you have read the record but if you 
haven’t, we will give you this information and we are giving you a 
chance to explain it, and that is why it is being brought out today. 

Governor Gorpon. It is bad to put the Governor in the position who 
has the authority to hire department heads and the right to dismiss 
them when they cease to justify any confidence to have to come here 
and defend his actions because of a disgruntled employee. 
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Mr. Cuuporr. Governor Gordon, I think the record will further 
show if you read it that Mr. Lausi testified that Mr. Galiber was 
discharged on his suggestion and not because of you. 

Governor Gorpon. I will tell you the story of Galiber if you want to 
know it. It is a very interesting story. 

Mr. Cuuporr. I want to keep the record straight. We will give 
you an opportunity to supplement it with anything you want to say 
before you leave here. Now, what was the question before we got 
into this colloquy ? 

Mr. Laniean. I was asking about this telephone incident. : 

Governor Gorpvon. Mr. Lawaetz wrote me a letter on January 15, 
1957, about a telephone in Grove Place. Is that what you are refer- 
ring to? 

Mr. Laniean. Yes. 

Governor Gorpon. Mr. Lawaetz wrote me this letter. 

This morning about 9 a. m. I met 12 men on the Spring Garden Road and 
inquired from them what they were waiting for. I was informed they were 
going to run a new telephone line to Spring Garden, wherever that is. It seems 
incredible that preference should be given to such a project when only one 
individual is to be served, while a community of over 500 people at Grove 
Place with 2 or 3 phones and a large operation as Rivers Estate paying thou- 
sands of dollars in taxes and giving employment to many families must be dis- 
criminated against. 

Ts that what you are referring to? 

Mr. Lanican. That particular time was subsequent, I believe, to the 
other incident which was reported. 

Governor Gorpon. Well, this Mr. Frits Lawaetz is a Senator and 
also manager for Mr. Ward Canaday. Here he is kicking about 
preference in thinking there was preference, and they wrote back 
claiming that there was no preference. I don’t know of any occasion 
where anybody was given any preference over anybody else. 

Mr. Smrra. What are your plans on time, Mr. Chairman? Are 
you going to continue tomorrow ? 

Mr. CuHuporr. I was hoping, Mr. Smith, we could finish tonight 
because the Governor says he has other business he wants to attend. 
But as far as I am concerned, if it is the pleasure of the committee to 
adjourn until tomorrow at 10 o’clock, it is all right with me. 

Mr. Smrrx. How much more do you have of this? 

Mr. Cuuporr. Can we finish by 5 o’clock? 

Mr. Laniean. I think we could. It depends on questions by the 
members. 

Mr. Brownson. If we know how much time you will need, we could 
arrive at some conclusion. 

Mr. Cuuporr. I think we all have things to do tomorrow morning. 
We would like to get through tonight. I have a desk full of work 
and I guess you do, too. Do you think you can get through by 5 

Mr. LantGan. Yes, I think so. 

Mr. Cuvporr. Well, then let’s try to get through by then. 

Mr. Laniean. The correspondence I am referring to and which 

yas put in the record is correspondence relating to a switch that was 
made in September and October of 1956. I think the incident you 
are referring to is a later incident in which Mr. Lawaetz made a com- 
plaint because of certain action taken in January of 1957. 
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Do you have any information regarding the alleged switch that 
was made in September and October 1956? I am just asking this in 
case you wanted to add anything to the record. 

Governor Gorpon. Well, I have this report made by my administra- 
tive assistant which is kind of a running history concerning the tele- 
phone company and its problems due to the hurricane and this may 
answer your question. It goes back to three projects where they had 
rehabilitation of service in the suburbs, at Frederiksted, and restora- 
tion of service in Grove Place and River Place, rehabilitation of lines 
with service to little LaGrange, Jolly Hill, and Amalie, along Mahog- 
any Road. 

Further explanation of these projects was contained in a letter of 
October 3, from Mr. James O'Neil, so that does go back, to assistant 
manager of the telephone company, to St. Croix District Department 
of Public Works. He goes on and tells that project 1 is 30 percent 
completed, and project No. 2 is 25 percent completed, and_ project 
No. 3 required complete reconstruction of the lne plus relocating 
through different terrain and the project has not progressed beyond 
preliminary brush and tree clearance. 

He pointed out that the project required a large labor force, ex- 
tensive material, and adequate funds. There was some place where 
he said there was no 

Mr. Laniean. Well, could you supply us with a copy of that for 
the record and I will put it in at this point. 

Governor Gorpon, I have a copy right here of Mr. Cunning’s re- 
port to me and you are perfectly welcome to it. 

Mr. Lanican. I think it should go into the record in order to com- 
plete the record at this point. 

Mr. Cuuporr. Without objection, let it be admitted to the record 
at this point. 

Governor Gorpon. It is an explanation of our telephone problems 
on the island. 

(This memorandum follows :) 

GOVERNMENT HOovwsgE, 
Charlotte Amaiie, St. Thomas, V. J., March 11, 1957. 
Memorandum. 
To: Governor Gordon. 
From: Administrative assistant. 
Subject : Repairs to telephone system, St. Croix. 

Hurricane Betsy struck St. Croix on August 12, 1956. Hurricane Greta struck 
on November 4, 1956. Following Hurricane Betsy, which caused the most dam- 
age, and up until the monthly report dated September 30, 5 of 8 projects set 
up by the St. Croix telephone district which needed to repair damage caused by 
Hurricane Betsy were completed. 

Due to the shortage of labor and funds the following three projects were still 
to be completed as of the September 30 report. They were: 

Project 1. Rehabilitation of service in suburbs of Frederiksted town along 
Centerline Road. 

Project 2. Restoration of service at Estate Grove Place and River Bstate. 

Project 3. Rebuilding of lines which serviced Estate Little La Grange, Jolly 
Hill, Orange Grove, and Annally, along the Mahogany Road. 

Further explanation concerning these projects was contained in a letter dated 
October 3, from Mr. James O’Neal Henderson, assistant manager, Virgin Islands 
telephone system, who is in charge of the St. Croix district, to the commissioner 
of public works. He pointed out as follows: 


Project 1 required a new pole line to accommodate permanent cable and the 
project was at that date 30 percent complete. 
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Required for project 2 was the rebuilding of 3 miles of pole line and wire, 
which project was approximately 25 percent complete. 

Project 3 required complete reconstruction of the line plus relocating through 
difficult terrain, and the project had not progressed beyond preliminary brush 
and tree clearing. He pointed out that the project required a large labor force, 
extensive materials, and adequate funds. 

The October 31 report showed that rural areas damaged by Hurricane Betsy 
were still being repaired. Nine additional men had been employed to expedite 
project 3 (services to Estate Little La Grange, Jolly Hill, Orange Grove, and 
Annally) which prior to the high winds of Hurricane Greta was 80 percent com- 
plete and was scheduled to be completed by the middle of November. (Note: 
Later investigation proved that Hurricane Greta had not caused additional 
damage and the project was not held up due to it.) 

In a letter dated November 5 to the commissioner of public works, it was 
pointed out that projects 1 and 2 (services to suburbs of Frederiksted and services 
to Estate Grove Place and River Estate) had been suspended temporarily because 
the limited number of trained linesmen and helpers were required to splice the 
lines on project 3 (services to Estates Little La Grange, Jolly Hill, Orange Grove, 
and Annally). This is work that cannot be done by untrained people and there 
is no pool of trained help available on St. Croix from which to draw additional 
people. Also that 3 of 4 subscribers on the lines involved in project 3 had been 
restored to service; that the project was scheduled to be completed by November 
15, at which time work would be resumed on projects 1 and 2. 

In a letter dated December 4 from Mr. Henderson to the commissioner of 
public works he advised that during November 98 percent of the force had been 
used on project 1 (services to suburbs of Frederiksted) and that the project was 
45 percent complete. Also that during November on project 2 (services to Estate 
Grove Place and River Estate) no additional work had been done; that the work 
would be resumed in the near future. 

The January report covering the period ended December 31, and a letter 
dated January 3 from Mr. Henderson to the commissioner of public works 
advised that work on project 1 (services to suburbs of Frederiksted) had been 
completed and all telephones had been restored to service; and that work on 
project 2 (services to Estates Grove Place and River) was 40 percent complete 
and the entire available work force had been moved to this project. 

On March 8, in a telephone conversation between Mr. Henderson and myself, I 
learned that all necessary repairs had been made to projects 1 and 3, leaving 
only the completion of project 2 (services to Estate Grove Place and River 
Estate) to be completed for full restoration of services resulting from damage 
done by Hurricane Betsy. Work on project 2 was about 40 percent completed 
on March 8 and all available maintenance personnel is being utilized to complete 
the repair of the damage as quickly as possible. 

By way of further explanation concerning several points involved, it must 
be pointed out that while an appropriation of $30,000 was made by the legislature 
to the telephone system for the purpose of maintenance and operation, no money 
was provided for emergency repairs and none of the $30,000 could be used for 
repairing damage done by Hurricane Betsy, except as it involved regular 
maintenance by existing maintenance crews. (See letter No. 2 addressed to 
the Honorable Frits Lawaetz from Mr. Fred Vialet.) 

Concerning the accusation of preferential treatment made by Hon. Frits 
Lawaetz in letter dated January 15 addressed to you, see letter No. 3. Proof 
that there was no discrimination is carried in a letter from Mr. Henderson 
to the commissioner of public works dated January 24 (see letter No. 4) pointing 
out that connection of telephone service to Estate Spring Garden, which is 
owned by the West Indies Investment Co., was in actuality the handling of 
restoration of service strictly in accord with the length of time customers had 
been on the waiting list. This particular customer had not been occupying 
the property nor using the service for at least a year, but had continued during 
that time to pay the regular monthly fee; and he had said no repairs would be 
required until such time as a tenant had been secured. Having paid for 
the services without receiving it, and because of the easy accessibility of facili- 
ties, the service was connected as quickly as possible after request was made, 
even though there may have been other lines out of order due to the damage 
done by Hurricane Betsy. Evidentiy, the restoration was easily accomplished 
and required a minimum of time and personnel. 
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Letter dated November 19 (see letter No. 1) written to Senator John Merwin 
by Mr. Henderson, adequately explains the slow progress in reestablishing 
services to the New Town area of Frederiksted. 

Tom CUNNING, 
Administrative Assistant. 

Mr. Lanican. Then one other question that came up previously was 
the matter of Executive Order No. 14. 

Mr. Brownson. Before we start on that, may I ask a question about 
the telephone problem ? 

Mr. Cuuporr. Yes. 

Mr. Brownson. As I understand it, there is a question that some 

reference may have been given to Mr. Canaday because he was active 
m mainland politics at one time. Do you know of any preference 
that was ever given at your direction or by anyone in your office 
to Mr. Canaday in regard to either repairing or extending his tele- 
phone service ? 

Governor Gorpvon. I do not know. Mr. Canaday and I never even 
talked about telephone service. 

Mr. Laniean. Did Mr. Lawaetz ever talk to Mr. Claunch about 
restoring telephone service 4 

Governor Gorpon. I don’t know. I know Mr. Lawaetz wrote in 
the letter I was speaking to you about, and you have a copy of that. 
He works for Mr. Canaday, so he is certainly kicking about any 
favoritism there. 

Mr. Lanican. This was later favoritism. To complete the record 
with regard to Executive Order 14 which I think was alluded to while 
we were in the Virgin Islands and subsequently, do you recall an 
executive order which you ordered and directed that no Commis- 
sioner or head of any executive department or establishment or any 
employees of the same shall appear before any interim committee 
of the legislature, whether in response to a verbal or written request 
to summon, to answer questions, or to give information or to produce 
any books, records, papers, or other documents pertaining to the admin- 
istration of the government of the Virgin Islands and without your 
written approval, and it was to take effect July 5, 1956? 

In the preamble you state: 


Whereas the Virgin Islands government has no authority or power to create 
any committee or committees to act of the legislature after it adjourned sine 


die. 

Did you have any legal advice as to the authority of the Virgin 
Islands Legislature to appoint a committee to hold an investigation 
after it adjourned sine die before you issued this order ? 

Governor Gorpon. Yes, I read the cases on it. 

Mr. Laniean. Did you have any legal advice from any other office? 

Governor Gorpon. What do you mean, any other office ? 

Mr. Lanican, Any legal adviser other than yours. 

Governor Gorpon. I talked to the United States attorney about it. 
I have read the cases on it, all of the State cases. 

Mr. Lanican. Do you have a legal department in the executive 
office, an attorney general? 

Governor Gorpon. We do not have. The organic act says that the 
United States attorney shall represent the Governor. He is the only 
one I have used. 
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Mr. Lanican. Have you ever set up an attorney general or similar 
office for your department? 

Governor Gorpon. They are in the organizational chart, but there 
is no office, no person. 

Mr. Lantcan. Why haven’t you ever filled that position ? 

Governor Gorpon. I have no money. 

Mr. LanicaNn. Have you ever asked for money for that position ? 

Governor Gorpon. Yes, we have talked about it. 

Mr. Lanican. Have you ever asked the legislature to appropriate 
money ? 

Governor Gorpon. No, I have never asked the local legislature be- 
cause I think it should be a Federal officer. 

Mr. Lanican. You don’t think that you should have an employee 
whom you have power to appoint to act as oe legal adviser ? 

Governor Gorpon. I didn’t say that. I didn’t put it that way. 
Even if he is a Federal officer, I should have the power to appoint 
him. I said I think he should be a Federal officer. 

Mr. Lanican. Why do 8 think he should be a Federal officer ? 

Governor Gorpon. Well, I don’t think my legal adviser should be 
in politics. I will be frank with you. I don’t think he should be. 

Mr. Laniean. You think Federal lawyers are less in polities than 
local lawyers? 

Governor Gorpon. I think they would be. They are not subject to 
their salaries being changed at the whim of a legislature and so forth. 
Let’s be frank about it and face it. 

Mr. Laniegan. You are aware, of course, of the Executive Order 
No. 9 which provides that 

Governor Gorpon. A legal department, yes. 

Mr. Lanican. That there should be a legal department in the Virgin 
Islands government. 

Governor Gorpon. I am familiar with it, but it has never been 
augmented. Suppose I had a legal adviser and I appointed him and 
the legislature could fix his salary or abolish his job and he rendered 
an opinion that they didn’t like, what would happen to him ? 

Mr. Lanican. Well, what happens to any employee in the Virgin 
Islands? 

Governor Gorpon. They just cut his salary and I wouldn’t have a 
legal adviser. 

Mr. Brownson. They sort of work it on a piecework basis? 

Mr. Moss. Couldn’t you cure that by seeking an amendment to the 
organic act designating a legal officer at a set salary ? 

Governor Gorpon. That is w hy I say it should be a Federal officer. 

Mr. Cuvporr. You know, Governor, the Comptroller General hands 
down opinions I don’t like, or maybe the chairman of the Appropria- 
tions Committee doesn’t like, but we don’t fire the Comptroller General 
or reduce his salary. 

Governor Gorpon. But you have four hundred and some men in the 
House. 

Mr. Brownson. And, isn’t the Virgin Islands? 

Mr. Lanigan. Was there any particular investigation underway in 
July of 1956 which brought to a head this matter and led to the issu- 
ance of this executive order ? 
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Governor Gorpon. Yes. That matter has been in court. It is still 
in court. You don’t want me to discuss the substance of the court 
litigation, do you? 

Mr. Cuvporr. It is in the court of : appeals. 

Governor Gorpon. It is out of the court of appeals and the question 
now is whether it goes to the Supreme Court. 

Mr. Cuuporr. Wasthat Judge Hastie’s opinion ? 

Governor Gorpon. Yes, and as a lawyer I certainly don’t like to 
discuss it and be critical of a court when something is on appeal. 

Mr. Lanican. I didn’t ask you about the court case. I asked you 
whether there was an investigation underway at that time. 

Governor Gorpon. Well, let’s start it out by saying this: The legis- 
lature has passed a law, No. 86, which I signed, whic +h set up the rules 
and regulations of appearance before the legislature for investigation. 
When I signed it into law, I wrote them a letter and told them that 
they didn’t have the power of subpenaing a Federal officer and there 
are cases to that effect, one of them from the chairman’s State, one 
of the famous cases, where they tried to subpena some of the officials 
of the WPA and the court held that it was an attack upon the sov- 
ereignty of the United States Government to have State people 
subpena Federal officers. 

So I wrote them a letter to that effect, the legislature. Just prior 
to the closing of the legislature, I think it was on June 7, 1956, they 
passed a resolution in which they said they wanted to investigate 
the expenditures of the Federal Government for the fiscal years 1 955, 
1956, and 1957, which hadn’t even come into existence, and as the 
first move—then they passed another resolution, I guess, and issued a 
subpena to Mr. Krabach, who is a Federal officer, and they sent police 
out to his house and unfortunately my police department serves 
subpenas, which I don’t like. 

That gets them into every neighborhood scrap. Then he came into 
my office and he accepted the subpena. The police officers brought it up 
on a telephone call. He went before the legislature and refused to tell 
them anything. They wanted to investigate some expenditures he is 
supposed to have made and he told me that he had never overexpended 
on bringing people down to the islands. That was the crux of the 
whole trouble. 

When they couldn’t get him directly, then they issued a subpena for 
the director of finance to bring in all of his vouchers during a certain 
period, as I remember, July 1954 or 1955—it was a period I wasn’t even 
on the island anyway. 

I felt they had adjourned sine die and didn’t have any investigation 
power. I still hold that point of view. They were trying to do 
indirectly something they couldn’t do directly. 

That is the basis of Executive Order No. 14. Personally I hated 
to issue it. I told them, and Mr. Alexander did the same thing, I 
hated to see it done. I think there should be a better relationship 
between the executive and legislative branches of government, so it 
wouldn’t be necessary to issue any such thing because I don’t have 
anything to hide and it wasn’t a matter of hiding anything then 


because Mr. Krabach has made statements that he hasn’t ov erexpended 
any money. 
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Mr. Laniean. Doesn’t the legislature have the right to check the 
records to see whether such a statement is verified ? 

Governor Gorvon. They have a right to check the records. I have 
offered the legislature any information they want out of my depart- 
ment, but my point of view is when the legislature adjourns sine die 
and the State of W ashington is the only one that has an exception, 
and there was a minority opinion there that followed the general 
opinions throughout the United States, that the investigation power 
of a legislature is subsidiary and ancillary to the power to legislate. 

Mr. Lantcan. The courts have so far held otherwise. 

Governor Gorpon. You have me coming again. 

Mr. Laniean. I don’t want to get into an argument as to the law. 

(Subsequent to the hearing, the Solicitor General reported that a 
further review by the Supreme Court would not be sought. See ap- 
pendix R, p. 886.) 

Mr. Brownson. Shouldn’t we move on? 

Mr. Cuuporr. Let’s not waste any time. 

Mr. Lanican. Subsequently, the legislature made certain findings 
alleging that certain payments were made improperly. Do you recall 
the legislative report on that, the preliminary report of ‘July 172 
Have you made any inv estigation or had any investigation made into 
this report of the legislature and the charges there? 

Governor Gorvon. No. 

Mr. Laniean. That is all I have. 

Governor Gorpon. I think the record should show the GAO took 
no exception to those payments and prior to that law, I forget the 
number of the bill now, there was no limit to the amount that could 
be spent, and the bill passed was the first one to limit the expenditure 
to $2,000. 

Mr. Lanican. Well, on that was there any specific law specifically 
authorizing any amount to be spent? 

Governor Gorpon. No; they had done it by custom under general 
expenses. 

Mr. Laniean. For travel of family and goods? 

Governor Gorpon. No; we haven’t been able to find anything about 
it. 

Mr. Cuuporr. Mr. Moss, do you have any further questions? 

Mr. Moss. Not at the moment. 

Mr. Cuuporr. Mr. Brownson, do you have any more questions? 

Mr. Brownson. Is counsel going to ask any more questions? 

Mr. Cuvuporr. No; he is through. 

Mr. Brownson. There is one other matter I thought the Govern- 
ment might want to comment on. That is the conflict-of-interest cases 
which came up earlier and which I thought might enter into his field 
of operations. 

Governor Gorpon. I read something in the paper about that. Is 
that Vicorp? 

Mr. Cuuporr. Yes. I don’t think you had anything to do with it. 
That is why we didn’t ask you any question about it. That was a 
question of Dr. Bartlett’s wife. 

Mr. Brownson. I would like to read a couple of statements Mr. 
Galiber made when he was on the stand here. 
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Mr. Cuvuporr. I thought after we all got through asking the Gov- 
ernor questions, I would ask Governor Gordon whether he had any 
comments to make on Mr. Galiber’s conduct and ae 

Mr. Brownson. I thought this was the final go-around, that was my 
understanding. 

Mr. Cuuporr. All right, surely. 

Mr. Brownson. I am quoting Mr. Galiber: 

In my opinion, the Governor is a very gullible man. He listens to everybody 
and he doesn’t—I don’t think he has an independent mind. 

That is from the hearings, page 621. 

Mr. Cuvuporr. That is in answer to a question by Mr. Smith as to 
what is your opinion as to the Governor, on page 621 of the hearings. 

Mr. Brownson. He later stated : 

I formed this opinion soon after I had started to work for him, about 4 months, 
4 or 5 months. 

Then on page 621, he indicated that apparently under no circum- 
stances would he work with Governor Gordon again. The thing I am 
interested in finding out is whether at the time he worked for you, 
Governor, Mr. Galiber gave any indication of this lack of respect or 
lack of regard. Did that enter into your decision to dispense with 
his services, in any way ? 

Governor Gorpon. No; he didn’t indicate anything like that. I 
never knew I was a gullible person before. You can’t afford to be 
gullible. 

Mr. Brownson. We had some testimony from Mr. Krabach, on 
page 219, which went the other way. He said: 

I think the Governor would be the first one to object that he has leaned on 
the comptroller and asked him whether he should veto or not. 

So you are in the record on both sides of the situation. 

Governor Gorpon. I have been very lenient with Mr. Galiber, I 
admit. I don’t want to hurt the young fellow, but I felt he was a 
young academically well-trained Virgin Islander and should be 
ielped. He was acting commissioner of public works when I went 
there, and I told him at the time I made him commissioner, ”You are 
young and you are inexperienced, and you have a lot to learn about 
administration.” 

I told him where I thought he was weak administratively, and I 
told him he was just a little bit hardheaded besides. I felt like I 
wanted to give him a chance, and I would do all I could to help him. 

Well, from time to time it was soon discovered, and this was over 
a period of time, that he paid no attention to his division heads, what 
they were doing, and I could give you incident after incident of what 
they were doing right around the Government House, and Mr. Galiber 
didn’t know anything about it at all, and I just don’t want to clutter 
up the record with a lot of small petty things, and I just want to bring 
it down to the point where I called him into my office and gave him 
the opportunity to resign. 

I have no occasion to fabricate anything, because I don’t need to 


I told him that I was dissatisfied with his work; that it had been a 
culmination of things. 






802 ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


I should mention, prior to that, when this water thing came up, I 
told Charlie Claunch, “Well, if Galiber doesn’t get water here, I am 
going to have a new commissioner.” 

So he called me up one Saturday night and wanted to talk to me. 
T said, “What do you want to talk about ?” 

He said, “I can’t discuss it over the phone.” 

So he came to Government House. 

He said, “Did you say if I didn’t get water here that you were going 
to have a new commissioner ?” ; - 

I said, “Yes, that is correct.” 

Then I went on to tell him, “One of your big weaknesses is that you 
pass authority down to your division heads, but you don’t have any 
administrative checks on what they are doing, and I told you that 
before. 

“Here you didn’t follow it at all on this water deal, and many other 
things.” 

But, as I say, I don’t want to go into a lot of those. I still don’t 
want to hurt the man in spite of what he said. 

In that sense, I am gullible, because I don’t like to kick people 
that are down. 

So when I told him T had to have his resignation, in the course of 
the discussion I explained to him why, and then he said, “Does that 
mean that I am completely out of government?” And I said, “No, 
not necessarily.” 

He said, “Well, you know, I am an engineer and this is my home, and 
I have to make a living.” 

I said, “Well, maybe in a couple of weeks I will see if I can’t find 
something for you todo. What are you interested in?” 

He said, “I would be interested in handling the water division.” 

Well, I just smiled at him then and I shook my head, and he 
went out. 

Then he came back in the afternoon with the letter of resignation, 
and he said, “Well, Governor, here is the letter, unless you are willing 
to reconsider.” 

I said, “No, I don’t think I can reconsider.” 

He said, “Well, maybe this is the best thing that ever happened to 
me. Maybe the job was over my head.” 

Now, those are his words, not mine. 

Then he left. And in a few days it appeared in the paper where 
he told the public in the newspaper—nobody likes to listen to news- 
papers, but it was in there anyway, whether it is true or false, I don’t 
know—he said he didn’t want to work for my administration, that 
I had promised him a job in order for him to keep his mouth shut. 

Well, he wouldn’t work for me under those conditions. 

Mr. Brownson. Did you promise him another job, Governor ? 

Governor Gorpon. I told him I would see in a couple of weeks. 
That was when we talked. But certainly not on the basis of his keep- 
ing his mouth shut, because you don’t pay off a blackmailer. I am 
not saying he is a blackmailer, but it would have been blackmail if 
I had something I wanted to hide, and I was giving him a job to keep 
him from talking about it. It would be paying off a blackmailer. I 
don’t have a thing to hide. 

Mr. Cuvuporr. He testified, if my recollection is correct, that when 
you asked for his resignation, you offered him a lesser job at that 
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time, and he refused to take it because he didn’t think he was being 
treated fairly by you. 

What job was offered, do you remember, Mr. Brownson ? 

Mr. Brownson. It was as division chief rather than as the Com- 
missioner of Public Works. It was as division chief, which Mr. 
Galiber said paid $7,500 a year. 

Governor GorDON. } didn’t offer him anything. He said whether 
or not this meant he = completely out of government and I said, 
“No, not Some I said, “What are you interested in?” And 
he said, “I am interested in water,” and that was the very thing that 
was giving us all of the trouble. 

I looked at him and smiled and said, “You know better than that, 
but I will see what I can do for youina couple of weeks.” 

That was the last time I saw him even. 

Then this came up. 

Mr. Brownson. Mr. Galiber testified : 


So I told him I would think it over. I brought him my resignation, and he 
told me to take a couple of weeks off and come back and he would keep me in 
the department. So I took my resignation and I called the press and radio and 
I told them what had happened, that he had offered me this job. I imagine— 


this is my personal opinion—so I could go back to work in 2 weeks and keep 
my mouth shut. 


Governor Gorpon. Well, he did say, then, what was said in the 
newspaper. 

Mr. Brownson. He testified that when you called him in and said, 
“Galiber, I am going to have to ask you to resign or be fired,” he said, 
“Why, Governor?’ Why would you want to fire me?” and quoted 
the Governor as saying, “The water situation, the hotels are raising 
a lot of problems, and Washington is building pressure.” 

Governor Gorvon. No, I told him I was dissatisfied with his work 
and water was a culmination of a series of things. I am going to 
give you one more example of a division head 

Mr. Cuvporr. Governor, before you go into that, isn’t it true the 
Interior Department had been in touch with you about the water, and 
isn’t it true the hotel people were raising whatever they might raise 
about this ¢ 

Governor Gorpon. It is true the hotel people, Alton Adams wrote 
a letter, but I am not saying it was justified, that they were losing 
patronage at the hotels because of the water short tage, yet we have 
a 25-percent increase in tourist business. It doesn’ t look like they 
lost much. 

Mr. Cuuporr. I understand I was criticized for publicizing the 
water shortage and people were not coming to the Virgin Islands. 
They wanted me to be quiet so they could get people down there. 

Governor Gorpon. You know I am just going to bring up one more 
incident to show you what a division head—and Galiber didn’t know 
anything about. it—this fellow who phoned in and said he wanted 
$8,500 a year by 5 o’clock that afternoon or he was going to quit. He 

vas then, I think, running my water division. 

Galiber’s secretary Soe ‘Mr. Claunch. Claunch phoned me. My 
answer to him was, “I don’t like prima donnas anyway. Nobody is 
going to hold a gun at my head and tell me what their salary is going 
to be. He can quit. _ 
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T asked Galiber about it, and he didn’t know anything about it, but 
yet he kept pressuring me to give this fellow $8,500 a year, this same 
particular fellow. 

I had had another experience with him, this same individual that he 
was pressuring me to hire, and if this looks like I am easily moved, 
he came up to Government House to fix the hot water faucet or some- 
thing. That evening when I went upstairs and went to wash my 
hands, I turned on the cold water and then reached for the soap and 
turned back and almost got my hands scalded because they had messed 
up the piping in some way that the hot water was coming through 
both faucets. 

Mr. Lanicgan. Would you expect the commissioner of public works 
to inspect your faucets? 

Governor Gorpon. I will tell you what I expect him to do. When 
those things are called to his attention, I wouldn’t expect him to ask 
me to raise the man’s salary. That is the kind of stuff, among other 
things, but I don’t want to run the young fellow down. I hated even 
to have to say as much as I did. 

Mr. Moss. I have a question on this, because I would like to try to 
get it into the record. We have in the record three specific charges 
made by Mr. Lausi as reason for the dismissal of Mr. Galiber. One 
was the paving of Ninth Street? What impropriety occurred in con- 
nection with the paving of Ninth Street? 

Mr. Soir. We spent about an hour on that today, and it was 
pretty well explained. 

Mr. Moss. I would still like to ask the question. 

Governor Gorpon. Briefly, in cutting it down, it was not that he 
paved it, because the legislature had decreed it, but I said he owed 
me a moral obligation, as all department heads do, to let me know of 
anything that comes through on bills that I have signed where I should 
know their opinion. He didn’t let me know he had lots on that street. 
That probably wouldn't have stopped me, but I would at least have 
been alert to it. It was the mechanical way in which he handled 
the paving of Ninth Street, put in square driveways, put them in in- 
discriminately, as to whether they fitted the vacant lots or not, and 
after he put them in square over pretty nearly the whole street on 
both sides, then he went back and chipped them off by hand and 
made them curved, and put in new forms, and then they had an air gun 
out there and another expenditure of money. 

Mr. Brownson. What you mean by square curbs are curbs exactly 
at right angles to the street so a car couldn’t turn ? 

Governor Gorpon. That is exactly it. Here is the road here [in- 
dicating | and here is the driveway here | indicating] and the driveway 
goes in and they were both straight. You have to come down here, 
back around and then go in. 

Mr. Moss. In other words, your criticism there goes as to his judg- 
ment as to the type of work done? 

Governor Gorpon. I am no mechanic, but I know better than to put 
in a driveway that way. 

Then the manholes were this high [indicating]. 

Mr. Smiru. Indicating how high ? 

Governor Gorpon. About six inches above paved road. 

Mr. Moss. Was this done by force account or under 
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Governor Gorpon. It was a force account. 

Mr. Moss. You have no contract ? 

Governor Gorpon. No, he was the boss of the whole thing. 

Mr. Moss. What impropriety or departure from custom was in- 
Tr in the acquisition of the 114 acres of land for the waterfront 
road ¢ 

Governor Gorpon. Briefly, I told him to go to the United States 
Attorney and follow the usual procedure. There is no law which 
says—— 

Mr. Moss. What was the usual procedure ? 

Governor Gorpon. The only procedure we have gone through in 
purchase of land down there is either by legislative edict, which was 
done in a couple of cases, and purchase of Long Bay Road, which is 
the far end of the waterfront highway. We bought the piece of 
land from the West India Company and got an appraisal for it. He 
bought a piece up here [indicating] and didn’t appoint an appraisal 
board. 

Mr. Moss. Is there any precedent? You said proceed according 
to custom. Is there any precedent where the director of public 
works in the acquisition of land has personally appointed a board of 
appraisers ¢ 

Governor Gorpon. Not while I was there. I don’t know whether 
there were any before or not. 

Mr. Moss. It has already been testified it was not the case before. 

Governor Gorpon. I don’t know whether there was a precedent or 
not. It would have been better that he appoint them himself rather 
than not appoint anybody. But he should have come back to me. 

Mr. Moss. Your instructions were to follow usual procedure ? 

Governor Gorvon. And the only usual procedure on that same 
highway was the appointment of three 

Mr. Moss. By the Director of Public Works? 

Governor Gorpon. No, I don’t know whether they were appointed 
by me or by the government secretary. 

Mr. Moss. Isn’t it true then that in not appointing them he vio- 
lated no procedure; that was a task that was taken on by others? 

Mr. Cuuporr. As a matter of fact, he was told by the United States 
Attorney, which is affirmed by Mr. Claunch in a letter that we have, 
that he went to the United States Attorney and the United States 
Attorney said for him to negotiate, and if he had any trouble buying 
it as a result of direct negotiation, come back and they would con- 
demn the property. He followed the instructions of the United 
States Attorney. 

Governor Gorpon. That is true, but whether he negotiated for a 
reasonable amount, I don’t know. I don’t know whether it was a 
reasonable amount or not. It came to me in blank deed. I still think 
at least he should have come back to me on it. I assumed they had 
been appointed somewhere along the line, and when Mr. Krabach 
asked me, in checking over the thing after everything was over, asked 
me whether or not an appraiser was appointed, I told him I assumed 
there was, and the record should show it. And the record didn’t 
show it. 

Mr. Cuuporr. Actually he did nothing wrong by his procedure; 
you just felt he should have come back and reported to you and he 
didn’t come back and report to you. 


90694—5 7——_5 2 
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Governor Gorpvon. He didn’t even discuss it. The deed was the 
last thing I saw. 

Mr. Cuuporr. So it was an error in judgment in not coming back to 
discuss the proposition with you. 

Governor Gorpon. I couldn’t say it was illegal because for some- 
thing to be illegal you would have to have a law that covered it, 

Mr. Moss. It does not even appear to violate custom or precedent, 
however. You have indicated that there is no rule and that your 
instructions to him were to follow usual procedures. You can cite 
no precedent where the director of public works appointed a board 
of appraisers in order to determine value in acquiring property. 
Where they were appointed either by the Governor or the government 
secretary. 

Governor Gorpon. You can’t go as far as you have stated there. 
You would have to say he did violate precedent by not coming back 
to me. 

Mr. Moss. Were your instructions to come back ? 

Governor Gorpon. No, I didn’t instruct him_to come back. I 
didn’t instruct him in the first place on the Long Bay Road. But he 
should have come back to me, as a precedent, on the same identical 
job. 

Mr Moss. Is there a precedent to that effect ? 

Governor Gorpon. Yes. We purchased land from the West India 
Co. for the other end of the waterfront property a few months before. 

Mr. Moss. How was that handled ? 

Governor Gorpon. Three appraisers were appointed. 

Mr. Moss. By whom? 

Governor Gorvon. I don’t remember whether I appointed them 
or Claunch appointed them. I know the discussion came up in my 
office. 

Mr. Moss. Governor, I have the greatest respect both for your 
integrity and your ability. You perfor med, I think, outstanding 
service in California. But, nevertheless, in this instance I think that 
criticism of Mr. Galiber for doing what, in my judgment, from the 
testimony I have heard, and I have not been down to the islands nor 
been in on some of the other hearings, but there is a record here that 
he is being criticized for very conscientiously following the estab- 
lished precedents, the customs, in acquisition. 

If there was any failure, it would appear to me that it was either 
yours, in not appointing the board of appraisers, or it was the govern- 
mental secretary in not appointing the board of appraisers, rather 
than Mr. Galiber. 

Governor Gorpon. May I say this, in response to that: I appreciate 
your evaluation of me, but let me put it this way, and maybe it is not 
proper for me to ask you a question. 

Mr. Moss. Certainly it is. 

Governor Gorpon. But don’t you think I should have a department 
head upon whom I can depend to follow procedure ? 

Mr. Moss. Most assuredly. 

Governor Gorpvon. Then why do you blame me for the details of 
this. 

Mr. Moss. I don’t blame you for the details. I blame you only for 
the fact that there is on this record an indictment of a man’s action 
when it appears that he has followed precedent and custom. 
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Governor Gorpon. Well, I didn’t indict him and I am not criticizing 
Mr. Lausi or anything like that. That is his opinion of the situation. 

Mr. Cuuporr. What makes the matter worse is that Mr. Lausi in- 
dicted him on hearsay testimony and didn’t even go to the trouble to 
verify the facts. 

Mr. Lavst. Mr. Chairman, may I ask what is meant by “indict- 
ment”? There wasn’t any criminal action. 

Mr. Cuvuporr. You charge him with objectionable conduct. I will 
withdraw the word “indictment.” 

Mr. Lausr. That appears all through the record that I am charging 
someone with being a criminal. 

Mr. Moss. I would like to make my position clear as I interpret 
what you say. I would say it could most charitably be described as a 
charge of malfeasance in office, and I don’t see how in the world you 

can stretch the language you put in the record to describe any other 
type of charge. 

Mr. Brownson. What was the question to-which Mr. Lausi was re- 
sponding in the first place. Do you remember how we got into that ? 
Didn't somebody ask Mr. Lausi why it was Mr. Galiber - was fired? 

Mr. Cuvporr. I think you asked the question before. 

Mr. Brownson. | believe he was asked if he knew why Galiber was 
discharged. That is essentially how we got into the thing. 

Mr. Cuvporr. I think you said, “Were they the only reasons Mr. 
Galiber was discharged, was the water situation,” and then he en- 
larged on that. 

Mr. Brownson. So Mr. Lausi was responding to a question. 

Mr. Cuuporr. My criticism of Mr. Lausi is not his response to the 
question. It was the fact that he gave us information which showed 
objectionable conduct by Mr. Galiber, or maybe, as Mr. Moss puts it, 
misfeasance or malfeasance in office. But he based his facts upon 
hearsay and I don’t think it was fair to Mr. Galiber. In order to keep 
the record straight, on page 708 you said to Mr. Lausi: “The only 
things that have been discussed here about Mr. Galiber have been 
largely in his own appearance when he diseussed his theories on Tur- 
pentine Run and his statement about the water problem. Do you 
know anything about these factors that may have caused the Governor 
to want to discharge him over a period of time?” 

Then they pe on like that. 

Mr. Moss. I don’t question the Governor’s right to discharge the 
man because he found him personally obnoxious, or he found some- 
body else he thought could do a better job. Where it is his department 
head or his responsibility for the work, he has that power. I wouldn't 
question that right. It is a reasonable right. But when charges are 
made, then I think those charges should be substantiated. Those are 
all the questions I have. 

(Correspondence and documents regarding the Ninth Street. paving 
job and the Waterfront Highway appear in | appendix O, p. 862.) 

Mr. Smiru. I want to ask a couple of questions. I get the impres- 
sion from this whole hearing that the Virgin Islands is not an asset to 
the United States, everybody is lazy, you ‘have trouble getting people 
to cut cane, they like to sit in hotels, and things like that. 

I would like to get an idea on it because all of this other informa- 
tion on whether you fire somebody—you can fire somebody if you 
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don’t like the way they walk. That is your job. I don’t think it is 
of particular importance to our activities here. 

Now, do we have any bases down there, do we have any Army in- 
stallations, do we have anything whatsoever that connects with our 
national defense ¢ 

Governor Gorpon. No. We have some naval property down there 
on St. Thomas that used to be used for a naval base, and the frogmen 
are the only ones who come down there and train, in January—a 
demolition team. 

But the people are proud that they are Americans and they are an 
awful lot of fine, decent folks. It is a cross section down there, just 
like everywhere else. They are proud of America. You don’t have 
to go to the Virgin Islands to find lazy people. 

Mr. Smitru. My statement was cee: but some of the testimony is 
we have difficulty getting them to cut cane. 

Governor Gorpon. They don’t like to cut sugarcane, and they don’t 
mind telling you that. That is one of the things that handicaps us. 

Vicorp has to import Puerto Ricans. Every week, I sign papers to 
bring in labor from the outside—not Puerto Ricans because they can 
come in anyway, because they are American citizens, but the people 
from the British Virgin Islands and the people from the French 
islands, Antigua. That does worry me. It gives me a lot of concern, 
just looking ‘at the economic future of the islands, particularly the 
Puerto Ricans, because as American citizens they come over and stay 
and right now they number between four and five thousand on the 
Virgin Islands, out of a population of 30,000. 

The Virgin Islanders don’t like to cut, sugarcane. They don’t like 
to do other chores. Why? I would rather they describe it than for 
me to give my evaluation. 

Mr. Smiru. Do you have difficulty if they come up here and get 
educated and then go back there ? 

Governor Gorpon. We do have difficulties there. Although we 
have no higher educational facilities there, we have a scholarship plan 
whereby we assist them, and they make a promise that they will come 
back to the Virgin Islands. 

Of course, I kind of have a feeling against that, although I under- 
stand why, because if a fellow is born in one State in the United States 
and they ‘don’ t have facilities to give him a higher education and the 
State should give it to him, you don’t try to force him to come back to 
that State. The principle is bad. 

Mr. Brownson. We do that at home. In my own district, we have 
a juvenile court scholarship we will give young social wor kers to hel 
them with their college education. We expect to get our money bae 
by having them come back and work for that juvenile court for a 
couple of years, to fulfill the conditions of the scholarship. 

After that, they are free to go wherever they want to. 

Governor Gorpon. Some of them do come back and do a good job, 
but the greater number of them stay in America because it offers better 
opportunities for them. 

Mr. Smirn. Is it true most of them like to work in the hotels, drive 
taxicabs; is that the greatest desire, to entertain the tourists ? 

Governor Gorpon. They like to drive taxis. You have about 500 
taxisin St. Thomas. They like to work in government, in white-collar 
jobs, in the banks, and they like to work in the stores. 
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Mr. Smrru. What I am getting at is this: We are running a losing 
proposition, financially. We are still losing down there. 

Governor Gorpvon. I would hesitate to say. The financial structure 
is such in the Virgin Islands now that we cover trade with what we 
call local money. There is immigration taxes, customs’ fees, and so 
forth, that would ordinarily go to the United States. You match 
that with pretty close to three million, but a lot of that is even funds 
that ordinarily would be going into the United States Treasury. 

Then, you match that under the act out of the internal revenue that 
the United States Government gets from the rum that is shipped out 
of the Virgin Islands into the United States, and that is another two 
and a half million. 

But that is our financial structure. If you put us on the same finan- 
cial structure basis that you put any State or some of the other Terri- 
tories outside of Puerto Rico, which has Commonwealth status, you 
can see where you would be. 

Mr. Smiru. It looks like to me we are running around in a circle. 
If we bring in more water at more costs for more tourists, we will have 
to have more water, and more people working in the hotels, and nobody 
cutting sugarcane, so we might as well sell the Virgin Islands back to 
Denmark. 

Mr. Moss. Would you yield there? You know, on this matter of 
natives not liking to cut sugarcane, I think we might find some prece- 
dent out our way, where the natives don’t like to do certain types of 
labor and we import workers. 

It sort of proves people are people wherever we go. 

Mr. Smrru. We have admitted them to the United States. We 
bought the Virgin Islands. 

Mr. Cuuporr. There was a reason for that. Mr. Smith, I hope 
you get an opportunity one day to visit the Virgin Islands. I think 
you will learn a lot first hand you can’t possibly learn by hearing testi- 
mony here in Washington. 

Nevertheless, we bought the Virgin Islands in 1917 from Denmark, 
first of all to stop Germany from occupying it. We didn’t want them 
in the West Indies. They had no possessions in the West Indies. 

During the Second World War, we had a valuable submarine base 
there, which helped us a long way in keeping our enemies from getting 
too close to the United States, as far as their submarines were con- 
cerned. 

Thirdly, if we ever do have another war—and I hope we don’t— 
it will be a perfect place to have an outer line of defense. So, I think 
maybe it is worth the money that we are spending in keeping the 
islands for that reason alone. 

But a very interesting thing happened the last time we were down 
there. We went to visit one of the British Virgin Islands, Tortola, 
which is a British possession, as you know, and when we arrived, the 
legislature met us at the wharf or dock, and we were taken to Govern- 
ment House, and we had a conference with the legislature. 

The Legislature of Tortola said they would be very happy to be- 
come part of the United States, that they liked our methods of opera- 
tion, and they would have no trouble being given their freedom by 
England. They would like to come over and become part of the 
Nation. 
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I just felt, personally, that we certainly had enough, I say “chil- 
dren,” now, and we didn’t want to adopt any more. 

And I think, eventually, a lot of these pen will be straightened 
out, and I think eventually they will get a tax structure down there 
which will allow them to operate under an economic position that 
will probably cut down the amount of money we have to contribute. 
And I think Governor Gordon will agree with us there, and I think 
the time he has put in now and what he will do in the future, he 
will never regret for the rest of his life in trying to help out. 

Mr. Smirn. I would like to go on the record now and say it looks 
to me from the testimony we have heard that we should get down 
to trying to help the Virgin Islands, and we should accept the testi- 
mony, get them some water, spend some money, and accomplish some- 
thing down there, rather than trying to make maybe a scapegoat out 
of somebody because somebody was fired, this, that, or the other. | 
think we ought to find out what we can do to help them, and then 
either do it or go to work. 

Mr. Cuuporr. Nobody ever intended to raise some of the things 
raised here. As a matter of fact, some of the things that came out, 
if you are indirectly charging the staff and the majority with raising 
these question, I want to say to you that every one of these questions 
about Galiber and what Mr. Lausi said, all came out as a response 
to questioning by you. I think you started it. Maybe you didn’t 
intend to start it, but you did start it. Since it got into the record, 
I thought it would be only fair to the Governor to have him come 
down and explain those things, and that is why he is here tod: ay. 

Governor Gorvon. May I say this in behalf of the Virgin Islands 
and the people of the Virgin Islands? I want my friend, Congress- 
man Smith, to come down there. It is one of the most beautiful spots 
in the world. I don’t think I have seen any place any prettier than 
the Virgin Islands. I think we are making progress. 

We have some awfully fine people down there. I know that the 
British Virgin Islands would like to become a part. In fact, we had 
an interisland conference, and I asked them how did it hay ay they 
didn’t join the Federation of the British Islands down in the Carib- 
bean. 

They said, “Well, we are a little bit too far.” 

And TI said, “It couldn’t be that you are very close to us and you 
would like to become a part of the American Virgin Islands?” 

And they said, “That is not a bad idea at all.” 

So they are anxious for that. 

I think it is good for a military base, even though it is not being 
used now. Because they have a beautiful harbor. They have an 
airfield there, and I would hate to see our enemies get hold of it 

Mr. Pertman. They have had some very fine radar posts, too. 

Governor Gorpon. You bet your life. 

Mr. Cuuporr. We do have a lot of criticism of your government 
operations down there. I think your accounting system is very bad. 
T think you are on your way to correct it. I think that there is a 
duty on your part and on the part of the legislature down there, and 
on the part of all people in government to try to work something 
out, so you can tell what is coming in, what is going out, to see 
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whether it is being done legally, and, for sure; up until a couple of 
years ago you c ouldn’t do that. 

Governor Gorpon. This past year, we have made a lot of progress. 
Last year, your report shows as of June 1956, but beyond that we 
have moved very fast. 

It is true we are short of certain types of personnel and we need 
mechanism in our accounting division. All of that takes money and 
we just don’t happen to have it. 

I just hope in time that we will get sufficient money to do some of 
those things. But I think we are much better than we were in the 
separate departments where we decentralized our accounting sys- 
tem and made them responsible. 

We have a couple of problems giving us a little trouble, but 
most of them are following the ac counting manual as set up. We 
are making improvement, anyway, but let’s not give up. 

Mr. Cuuporr. If there are no further questions- 

Mr. Lanican. I just want to ask the chairman one thing. There 
are a number of communications and documents that have been re- 
ferred to us that the staff feels should go into the record. I wonder 
if you want them identified and read, or whether we can put them 
in at the close of the hearing without further identification at the 
present time. 

Mr. Cruporr. Do we have to put them in the record? Can we put 
them in the appendix ? 

Mr. Lanican. They will be in the appendix. 

Mr. Cuuporr. Well, without objection, let them be placed in the 
appendix of the record. 

Mr. Brownson. I would like to ask unanimous consent that the 
staff be empowered to decide which of the things that have already been 
included in the record by unanimous consent need to be printed in the 
record, and which can be maintained in the committee files for future 
reference. 

Mr. Pertman. Mr. Brownson, in that connection, may I add that 
the overwhelming majority of memorandums that have been included 
in the record will only be referred to in the record as being in the files 
of the committee, and very little of the correspondence, unless we feel 
it is exceptionally worthy, will be included in the record itself. 

Mr. Brownson. I have complete confidence in the staff’s judgment. 

(The information referred to follows :) 

Letter from Solicitor General to Congressman Chudoff, dated May 28, 1957, 
explaining why review by Supreme Court would not be sought of decision of 
court of appeals in petition of finance committee of Virgin Islands Legislature 


to compel Perey de Jongh, commissioner of finance, to appear and present docu- 
ments. (See appendix R, p. S86.) 

Letter from Hon. Charles K. Claunch, Acting Governor, to Congressman 
Chudoff, dated February 28, 1957, enclosing list of all cabinet positions, ete., 
vacant or filled on temporary or acting basis, and list of all positions filled on 
regular, temporary, or acting basis. (See appendix §8, p. 886.) 

Letter from Comptroller General of the United States to Congressman Chudoff, 
dated May 29, 1957, reporting on the legality of travel and transportation 
expenditures of government ao and others, and report on negotiations 
between the Departments of the Navy and Interior relative to proposed loan 
of Navy vessel YW-108. (See appendix T, p. 887.) 

Statement of Earle B. Ottley, member of the Virgin Islands Legislature, giving 
comments on testimony of representatives of General Accounting Office. (See 
appendix U, p. 892.) 
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Letter from Congressman Chudoff to Hon. Douglas McKay, Secretary of the 
Interior, dated January 5, 1957, recommending that action be expedited to 
alleviate water shortage on the Virgin Islands and reply from Mr. Anthony T. 
Lausi, dated February 6, 1957. (See appendix V, p. 893.) 

Miscellaneous letters relative to water problem have been placed in subcom- 
mittee files. 


Mr. Cuuporr. This concludes the hearings on the Virgin Islands and 
the Virgin Islands Corporation. 
The committee stands adjourned. 


(Whereupon, at 5:20 p. m., the hearing on the Virgin Islands and 
the Virgin Islands Corporation was concluded.) 
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APPENDIX A 


MarcH 28, 1956. 
Memorandum to: Members of the Public Works and Resources Subcommittee. 
From: Earl Chudoff, Member of Commerce, chairman. 
Subject: Survey of problems in the Virgin Islands. 


On December 12, 13, 14, and 15, 1955, I with members of the staff, held a series 
of informal conferences on the islands of St. Thomas, St. Croix, and St. John 
in the Virgin Islands. Two days were spent at St. Thomas and 1 day at each 
of the other islands. 

These conferences demonstrate that there are a number of serious problems 
in the Virgin Islands which merit an intensive investigation and formal hear- 
ings by the subcommittee. I shall outline briefly below, the major problems 
which we encountered. 


1. The Water Problem on St. Thomas 


The islands of St. Thomas has a population of approximately 14,000, con- 
ecentrated primarily in and around the city of Charlotte Amalie, the capital 
of the islands. There is no underground water supply and only one rather 
small stream, said to be of an intermittent nature. The steep slopes, the lack 
of level land, and the nature of the soil preclude the natural retention of water. 
All buildings must have facilities for catching and storing the rain which falls 
on their roofs. In the past the Government has built a few concrete-lined catch- 
ment basins on the hillsides, and the airport strip acts as a catchment area. 
Storage is provided for 20 million gallons of water caught in the catchment 
basins. 

In recent years, due to new schools, a new hospital, a large new hotel, and 
military, and tourist use, the water supply has been inadequate to meet the 
demands of the populace during the dry winter and spring months. Several 
studies have been made and one (alleged by some to be inadequate) is in 
progress. Since our visit, and following our urging, the Interior Department 
and the island government have arranged for a standby tanker to bring water 
from Puerto Rico. 

A more permanent solution is badly needed. Additional catchment and stor- 
age facilities, a dam at the intermittent stream and the desalting of sea water 
are all possibilities. As previously stated, a study to end all studies is now 
being made. The committee should keep a close watch on the situation to see 
that the study is adequate and that followup steps are taken to get some 
actual results. Too much time has already been taken in making studies that 
have resulted in nothing. 


2. Tax assessment and collection 


The tax assessment and tax collection systems are in a sorry state. This is 
recognized by the responsible officials and by the chamber of commerce. There 
are no tax maps for the islands. Comparable property side by side is taxed with 
great disparity. It is claimed that ability to pay, not property values, often 
determines the real estate taxes. The tax assessor’s office is badly understaffed, 
making effective reassessment impossible and the few employees are not trained. 
It is not known whether all properties are taxed. The subcommittee representa- 
tives were told that there is only one person to do all the assessment work for the 
islands. 

An example of the assessment picture appears in a loan prospectus submitted to 
the Virgin Islands Corporation by Richard Draper Richards and Betty Jane Rich- 
ards, showing their financial status on October 27, 1954. They list beach property, 
Estate Prosperity, St. Croix, as valued at $10,000 but unassessed, and shore front 
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unimproved property, Estate Richmond, St. Croix, as valued at $1,000 but unas- 
sessed. They also list Estate Carlton, St. Croix, as having a market value of 
$50,000 but an assessed value of $8,862.61. The Estate Carlton valuation of 
$50,000 was accepted by the Corporation in making a loan. 

The tax collector’s office is similarly understaffed. There is only one man 
to check all the income tax returns for the islands. The income tax collected 
in the islands goes to the island treasury. The island legislature did appropriate 
additional funds for the tax collector last year, but this increase was dissipated 
in Governor Alexander’s reorganization so that no money became available for 
additional employees. There were also complaints that liquor, perfume, and 
other goods are smuggled into the islands without payment of the local 6-percent 
excise tax and that no method exists to detect these smuggled goods when they 
are offered for sale. 


38. Reorganization of the island government 


During 1955, the Governor of the Virgin Islands issued various orders reor- 
ganizing the island government. Prior to the reorganization there were three 
municipal governments and a central government. In addition, there were 
numerous boards, commissions, and government departments. It was thought 
that the government was unnecessarily costly and cumbersome. 

In 1954, Congress amended the organic act to eliminate the municipal govern- 
ments and to set up a centralized government. The act also authorized the 
Governor to reorganize the executive branch. 

The Chamber of Commerce of St. Thomas and the vice president of the legisla- 
ture complained strongly about the reorganization. One basis of complaint is that 
the orders establishing the reorganization abolished all inconsistent laws. This 
has created considerable confusion as to what laws are still in effect. It is 
also alleged that in setting up the pay structure in the reorganized agencies, 
the Governor ignored the wishes of the legislature and the Governor misused 
donated funds in paying newly selected officials whom the legislature refused to 
approve. 

The chamber of commerce pointed out that the reorganized government is 
more costly than the old, and that salaries are grossly out of line with respon- 
sibilities and duties. Prior to the reorganization the highest paid positions were 
as follows: 


UO NN desc a aso secmrenesige ne arcic he cpanel nan Seep Nain Oa $5, 000 
Ia 0 I ach ea er ios ipo emai Ries pn gonad 6, 500 
neat ill a Nahe ca Np mis ok fel cotsaon tenia Se onions ane 5, 500 
I daa oot es cscs ni elagaat pink ateaeetd sd epsn mae ne pei tistatenee ie alien staan 9, 600 
Nee nat eal nas seas laa Saran Or caimecamtendnerGcre 5, 825 
I tiles ec pr gunieoaaa aioe rtonces mah cea prtersicd caammrenicaecdish aeons 5, 000 
I tS ie tc tere eneiocngemad mines 8, 360 
Pa NU tac hide dimnbomom creth cada aealoncacas eeanniapas eae etapa ciebis andar ay 8, 000 
INN lies wen ae aera ibaa etal cele Uoeagaaintcions 6, 750 


Under the reorganization, eight departments are set up headed by commis- 
sioners who receive $11,000 each. The head of one department, tourism and 
trade, testified that she thought her salary was excessive. She has only 2 or 3 
employees in her department. 

Prior to the reorganization, there were in the island government 11 employees 
receiving salaries of $7,000 or more a year, 8 of them in the health department. 
After reorganization there were 36 employees in this category. If the break- 
down is made at $5,000, the number of employees receiving this amount or more 
increased from 32 to 104. Raises from 30 percent to almost 100 percent were not 
uncommon. 

While pay raises in themselves are not bad, these statistics, coupled with the 
chamber of commerce charge that many raises of very sizeable amounts have 
been made with no corresponding increase in responsibilities and duties, indicate 
that a further and intensive look at and evaluation of the financial effects of the 
reorganization is merited. 


4. Waterfront highway, St. Thomas 


In connection with the St. Thomas waterfront highway, a half-million-dollar 
job, it is alleged that Ex-Governor Alexander made private arrangements with 
his business partners, who formed a new corporation, to allow them to use 
Virgin Islands government equipment and to furnish them with crushed rock at 
low cost. These arrangements were not offered to other potential bidders. 
consequently, the Governor’s partners were the low bidders. When another 
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bidder protested, all papers were removed by the Interior Department to Wash- 
ington where they have been kept since. 

The Interior Department canceled the invitation to bid and Governor Alexander 
resigned. Under Secretary of the Interior Davis telegraphed the Acting Gover- 
nor that further instructions would be forthcoming. These instructions were 
never issued and the appropriation lapsed. Subsequently, the island government 
has had to spend several thousand dollars for temporary soil stabilization work 
pending reauthorization of the permanent project. 

It was also alleged that the Governor entertained his partners lavishly and 
gave them the run of Government House and of the Governor’s facilities. 


5. Other charges against former Gowernor Alexander which would seem to 
require investigation 

(a@) He spent island government funds illegally for travel money and enter- 
tainment for friends and cronies and government officials, amounting to thou- 
sands of dollars. 

(b) He misused funds donated for vocational education to bring the pay of the 
acting commissioner of education up to $11,000 after the legislature refused to 
confirm his appointment as commissioner. 

(c) He entered into excessive and ridiculous contracts for the study of the 
water problem and of the assessment problem without any public notice of any 
kind. Both of these were canceled after his resignation. 

(d) He brought friends to the islands as consultants, paying them $50 and 
$65 a day while living at government house, eating at government expense and 
using government cars. 

(e) He vetoed all items in appopriations bills, leaving only the total amounts 
and then allocated the funds without regard to the legislative intent. He 
created positions not authorized or contemplated by the legislature and paid 
exorbitant salaries. 

(f) He issued an executive order prohibiting employees from testifying before 
the legislature’s finance committee, which had been authorized to investigate the 
expenditures of each and every department. 

(9g) He vetoed the legislative appropriation bill, leaving the legislature with- 
out funds to pay its employees. 

(hk) He transferred funds between departments in violation of the appropri- 
ation acts. 

(4) Officials appointed by the Governor furnished their homes with furni- 
ture and articles belonging to the government. In one case, a commissioner took 
a Frigidaire, chairs, silverware, dishes, etc., bought for the new high school 
and not yet used by the students. 

(j) The Governor was often rude and obscene and used vile language and 
threats. He threatened to fire relatives of a legislator unless the latter supported 
his program. 


6. Tourism and trade 


The major part of the appropriation for this department goes for salaries 
leaving inadequate funds for promotional activities. The present Governor 
has refused to accept donations formerly received from nongovernmental sources. 
It seems that the money could be used much better in a joint promotional venture 
participated in by the government, the merchants, hotels, airlines, ete. In this 
way, several very inadequate programs might be welded into one strong public- 
ity and promotional organization. 


7. Hospital on St. Thomas 


The hospital on St. Thomas was built only a few years ago. It shows signs 
of very bad cracking in the walls, although it is said to be structurally sound. 
Repairs obviously would cost thousands of dollars. The condition of the hospital 
building and its background should be investigated. 


8. Renewal of charter of the Virgin Islands Corporation 

The charter of the Virgin Islands Corporation, a Federal Government corpo- 
ration, will expire in 1959. The Corporation’s major function is the operation 
of the only sugar mill in the islands. The economy of St. Croix is based on 
the growing of sugarcane and the production of sugar and its byproducts, par- 
ticularly molasses and rum. If the Corporation charter is allowed to expire, 
there will be no market for thousands of acres of sugarcane owned by private 
landholders and by the Corporation. The economy of the island will receive a 
serious and perhaps crippling blow. 
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Sugarcane requires 2 years to mature after planting and must be replanted 
after 5 years. Consequently, the approaching end of the charter is causing 
increasing uncertainty and apprehension among the landowners. It is impor- 
tant to them to know by the August 1957 planting season whether the Corpo- 
ration will continue to exist. Otherwise, they will be very hesitant to invest the 
money required for the 1957 planting. 

The General Accounting Office has recommended that the Corporation be turned 
over to the island government. It appears probable that the best solution may 
be to grant a 10-year extension of the charter and to provide for the automatic 
transfer of the Corporation to the island government at the end of that period. 
At any rate, this requires further and immediate study. 


9. Other Virgin Islands Corporation problems which would bear investigation 


(a) Is the Corporation’s loan program being administered equitably? There 
is some indication that loans to natives for sound agricultural developments may 
be refused peremptorily while loans to wealthy hotel owners for a golf course 
and loans to distillery corporations are granted. No complaint is made concern- 
ing the latter two projects, but the rejection of the former may be questioned. 

(b) Is the Corporation doing as much as it can and should do to promote 
diversified agriculture? The Corporation owns considerable areas devoted to 
sugarcane and owns the sugar mill. However, it is obvious that St. Croix and 
the Corporation suffer from the one-crop nature of the local agriculture. Further 
efforts at diversification might aid both. 

(c) The Corporation sells molasses to local distillers at a negotiated price of 
5 cents a gallon. The distillers’ only other source of supply—which they use 
extensively—is Puerto Rico, where they pay 6 cents a gallon plus about 2 cents 
a gallon for transportation. There is considerable question whether the local 
price is not too low, in view of the competitive situation. In studying this prob- 
lem the effect of a price raise on the local rum industry will have to be considered. 

(d) Is the Corporation doing what it can and should do to train Virgin Island 
natives to occupy responsible and skilled positions in the Corporation? While it 
is recognized that the islands have no schools above the high-school level, the lack 
of Virgin Islanders in responsible and skilled positions is regrettable, since the 
Corporation could perform a valuable training function. A striking contrast is 
furnished by the private corporation which is rebuilding the former Government 
distillery and which makes a point of employing and training Virgin Islanders. 


10. Lack of collection of hospital charges from alien laborers 


There is a marked shortage of agricultural and other type of laborers in the 
islands. Asa result, laborers are brought in on a temporary basis from British, 
French, and other islands. When these laborers become ill, they are treated in 
the Government hospitals, since those are the only ones on the islands. No bond 
or deposit is required of the employers who import the laborers, nor are they 
liable for the hospital bills. As a result, the bills are not collected, since the 
laborers return to their home islands under foreign jurisdiction. This problem, 
and other hospital collection problems, should be studied thoroughly with a view 
to making appropriate recommendations to ease this drain on the island treasury. 


ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


817 


APPENDIX B 


FINANCIAL REPORT OF THE VIRGIN ISLANDS CORPORATION FOR THE FIscaL YEAR 
1956 (JuLy 1, 1955 ro June 30, 1956) 


Comparative statement of operations, 1935-56 








Sugarcane 


eR osteBs 
ii isnustdackandbnibinadedsdeiesstaaahieciaade 


Total for Vicorp 
Total for Vicorp., 1935-49_.._.......- 


Ee a ye ae ee ee 


| $2,906, 148. 27 





Income 


612, 077. 92 
1, 565, 778. 43 

611, 765. 28 

116, 526. 64 


2. 332, 308. 08 
2, 579, 443. 60 
2, 897, 154. 50 
1, 623, 577. 28 
1, 199, 336. 19 
2, 002, 756. 52 | 
15, 540, 724.44 
7, 017, 457. 24 


Expense 


$3, 138, 092. 61 
558, 381. 06 
1, 922, 870. 13 
526, 958.72 
129, 882. 70 
7 21 
79 
46 


2, 649, 989. 
3, 154, 510. 
3, 294, 582. 
2, 234, 239. 56 
1, 659, 993. 30 
2, 255, 802. 77 


18, 387, 210.70 


8, 148, 520. 80 | 


Profit or 
loss (—) 


—$231, 944. 34 
53, 696. 86 
—357, 091. 70 
84, 806. 56 
—13, 356. 06 


13 
19 
96 
28 
i 
25 
26 
56 


—317, 681. 
— 575, 067. 
—397, 427. 
—610, 662. 
— 460, 657. 

— 253, 046. 
—2, 846, 486. 
—1, 131, 063. 





22, 558, 181. 68 





26, 535, 731. 50 | 


Consolidated statement of operations, 1955-56 


Income 
Expenses -_- 


Gross profit. ... 


Administrative, overhead and taxes- 


Net loss-. 


| 


1956 


27 


51 


$2. 
2, 


« 


906, 148. 
421, 132. 


485, O15. 
t —716, 960. 


76 


—251, 944. 34 


10 





—3, 977, 549. 82 


$2, 332, 308, Us 
2, 042, 732. 50 


289, 575. 58 
1 —607, 256. 71 


—317, 681.13 


The salaries of the president and comptroller’s offices are distributed to sugar, power, and development 


departments in the proportions reflected below. 
of cost. 


Salaries of President and Comptroller’s offices 


Operations : 
Sugarcane 


SN ics cactciinsetns isiesdanht mrgieatin tichauocaen tna cap acbntiiee detnaticaattian a eect 


Other 
Power division : 
St. 


Development department 


a a ee ee ae 
Oy Fe tates statistics cn ncicanihencnapegdiiatgeihananiaic dca aeaetece ak 


Other administrative expenses are allocated on the basis 


Percent 
20 
20 
20 


10 
10 
20 


BURG. 65 5255 Goksaemennee Eames oak estan aciocisinacaces taeacieonte tasbebmioie 100 
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Balance sheet as of June 80, 1956—Sugar and power operations 
ASSETS 


Cash: United States Treasury and on hand $35, 358. 02 
Accounts receivable $231, 111. 2 
Accounts receivable 
230, 174. 54 
Anticipated income from unsold portion of production : 
Sugar, 6,325,125 short tons 
Molasses, 433,395 gallons 


Accrued electric revenue 
Commodities, supplies, and materials : 
$150, 502. 56 
632, 322. 21 
Loans receivable: 
Commercial and industrial loans___.._________ 16, 480. 81 
Agricultural loans 


Land, structures, and equipment: 
Bn Us MII init cei nwa 1, 114, 026. 16 
Machinery and equipment 2, 300, 446. 88 
Eiectric plant 2, 433, 675.94 
pe eg ee. ene a 76, 467. 40 
Livestock 11, 595. 27 


Subtotal 5, 936, 211. 65 

Less portion charged off as depreciation 1, 537, 286. 78 
—_—— 4, 398, 924. 87 
Ds os ceentennighaadiieiganisinane 23, 684. 30 
Other assets: Long-term accounts receivable 320, 855. 00 


6, 636, 685. 76 


LIABILITIES 


ee nee cctnigabaitanecenienn saskdeaaommmankdaason 68, 910. 56 
Accrued expenses : 
Ne i  enicocruans 25, 228. 39 
Annual leave 52, 867. 55 
Due private growers for sugarcane and 
IN agit Oe 33, 272. 12 
Anticipated selling expenses on sugar 124, 116.19 
ME UO ala asccso h arcAicoccee et cerechek races ese “i 25, O85. 49 
Materials and supplies not invoiced_______ 32, 564. 09 
GAO and other Government agencies______ 10, 600. 00 
10 percent retained on contract work 17, 908. 00 
3, 858. 94 
325, 500. 75 
44, 959. 37 


I NRE cis einstein aa esas eeiaaneieas tinted ai eieasi celts 439, 370. 68 
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UNITED STATES INVESTMENT 


Interest-bearing investment : 
Advance from revolving fund $5, 050, 000. 00 
Paid-in capital 938, 629. 15 


5, 988, 629. 15 
Non-interest-bearing investment : 
Grants for losses, revenue producing activ- 
SS SES eae ewe Yeas ys ES 8, 117, 769. 00 
Unexpended grants for nonrevenue-produc- 
ing activities 20, 258. 41 
——_—__———_ 3, 188, 027. 50 
Earned surplus (or deficit (—)) : 
Prior years’ losses —2, 697, 397. 23 
1955 deficit —231, 944.34 —2, 929, 341. 57 


6, 197, 315. 08 
6, 636, 685. 76 


Sugar operations for fiscal years ending June 30, 1955 and 1956 


1956 





Income: 


Sale of cane $523, 849. 65 $393, 627. 13 
Sale of ratoons to FHA clients__.___- | 8, 916. 00 


Subsidy - __-. Dadusies Sn | ‘ 68, 923. 38 


| 
SUGARCANE | | 
| 





Total income 612, 077. 92 471, 466. 51 





Expense: 


Growing and harvesting__...........--- ab anal as 449, 801. 07 460, 868. 
SPE 6 Succasdimtecendenaaudabanuaddsiadean 107, 971. 69 


Total expense -_ | , 381. 568, 839. 81 





Net profit or loss(—) from sugarcane growing . —97, 373. 30 








Income: 


Sales of sugar. _......-- 1, 531, 329. 01 1, 201, 495. 2¢ 
Sales of molasses............- Rib ccehocaig nes miminiaeiemeae ae maladakiaaaeeal 34, 449. 42 26, 310. 75 


Total income : : . 1, 565, 778. 43 1, 227, 806. 00 


Expense 
Sugarcane 853, 667. 22 672, 356. 15 
Labor. . 126, 795. 44 109, 257. 06 
Materials, supplies repairs, and manufacturing expenses-_............ | 391, 678. 16 296, 988. 93 
Overhead . : 359, 007. 67 284, 645. 93 

Shipping and selling costs: 
Sugar 191, 347. 152, 324. 40 
| a eee eee a ee eee 373. 70 


Total expense. 1, 922. 870. 13 1, 515, 572. 47 


Loss from sugar manufactured - sates a 357, 091. 70. 287, 766. 47 


—303, 394. 84 —385, 139. 77 
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Statement of power operations 

































































Fiscal year 1956 Fiscal year 1955 
7 1“ eaiplipiniencicile 
| St. Thomas] St. Croix Total St. Thomas] St. Croix Total 
Income: | | 
Sale of power... -..---.-.--. |$375, 949.35 |$223, 234.82 |$599, 184.17 |$340, 129.39 |$192, 284.68 | $532, 414. 07 
Miscellaneous. ---- aa 2, 942. 76 9, 638. 35 12,581.11 | 6,883.79 6, 897. 35 13, 781. 14 
aca oo 378, 892.11 | 232,873.17 | 611, 765.28 | 347,013.18 | 199, 182.03 546, 195. 21 
Operating cost: ; . 
Generation _--...-.-.. -«----| 152, 958. 48 97, 435.79 | 250,394.27 | 132, 161.31 80, 044. 25 212, 205. 56 
Distribution --- --- 40, 013. 59 8, 746. 64 48, 760. 23 20, 047. 14 5, 553. 29 25, 600. 43 
Wc Sihcinssnertecacinsd 192, 972. 07 _106, 182. 43 _299, 154. 50 152, 208. 45 85, 597. 54 237, 805. 99 
Operating profit. _- 185, 920.04 | 126, 690. 74 | 312, 610.78 | 194,804.73 | 113, 584.49 | 308, 389. 22 
Administrative and over- | 
head expense _-__-- .| 118, 560.03 108, 244.19 | 227,804.22 | 90,116.08 | 98, 578.21 _ 188, 694. 29 
Net profit_..... | 67,360.01 | 17,446.55 | 84,806. 56 | | 104 688.65 | 15,006.28 | 119, 694. 93 
a i ty Lee ngs a os ik ae f, 
Statement of miscellaneous operations 
Fiscal year 1956 
c “ cass __| Net result, 
| 1955 
| Income Expense Profit or 
| | | loss (—) 
ee sei ea) cee ae By a. ad 2 Pane 
i er he a eer | $1, 199. 81 $509. 92 $689. 89 $1, 433. 03 
Tractor and other ‘equipment SNE & Soon lase ee 42,519.68 | 31, 743. 77 10, 775. 91 7, 149. 81 
Lease and rentals__...._._- : peeacs naan ame: 14, 587.45 | 25, 551.05 |—10, 963. 60 —9, 251.01 
I ie denies cemecins aandustaplndds saeuneaaene 2, 954. 66 3, 336. 01 — 381.35 — 983. 98 
Miscellaneous sales and other income (seed, storeroom | | 
supplies, etc.) .......... 33, 297.47 | 20,528.82 | 12, 768.65 | —77. 09 


Interest on long-term accounts (Bluebeard’ s Castle, | 


OT i cps sbkas tae sn ; sp aaiaepatesamee ..-| 11,375.98 
Livestock - -___- eo a Se eT 
Prior years’ income (net) _- ssa deeds aa acaiaieneian 
Net proceeds from sales of fixed assets: | 

Rock- crushing rom cones iene aan 9, 075. 00 
hee ee tek ee ne ineenet 388. 74 | 
a Tare aie il atte nt Bodine risa atunnea equate | 116, 526. 64 | 


11, 375. 98 


129, 882.70 | —13, 356. 06 











Statement of grant fund operations, 1956 





Balance avail- 
able from 
prior years on 
June 30, 1955 


Activity proy 


Water and soil conservation. $54, 681. 41 
PI esccnccassss 3, 836. 20 36 
Total..... 1 3 


| 88, 517. 61 
| 





Amount ap- 


$100, 000. 00 


Amount 
available, 


yriated, 
5 1956 


v0 


$154, 681. 41 
), 000. 00 33, 836. 20 


), 000. 00 188, 5 


17.61 





2, 504.24 | —1,376. 39 | 
45, 708. 89 | —45, 708. 89 | 
pecan cineet 075. 00 
separ es | 388. 74 


11, 842. 38 
— 4, 456. 82 
—31, 197. 56 


"26, 695. 05 


— 52, 236. 29 





Amount ex- 
pended and 
obligated, 
1956 


$154, 192. 41 
34, 325. 20 


188, 517. 61 
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Analysis of administration and overhead 


ISLANDS GOVERNMENT 












































| 
Miscella- Totals 
Sugarcane Sugar Power neous eres es 
operations 
1956 1955 
Interest --. —nmipchidiagninapin $19, 891.99 | $60,121.70 | $35,572.50 | $2,781.39 |$127, 367.58 | $59, 963.38 
Depreciation _-- ne - 36, 572. 52 | 127, 084. 01 77, 218. 24 5, 113.74 | 245, 988. 51 235, 254. 31 
Employees’ compensation 
fund 4 2,167.12 | 7,530.41 1, 528. 57 303.02 | 11, 529.12 12, 198. 72 
Social security and retirement | | 
oe partie ; 4, 451. 39 15, 467.90 | 10, 700.15 622. 41 31, 241. 85 35, 668. 86 
Payments in lieu of property | 
taxes : 3, 242.02 | 11, 265. 52 1, 762. 81 453. 31 16, 723. 66 15, 311. 11 
Insurance ‘ a es 604. 99 2, 102. 24 : 84. 59 2, 791. 82 2, 349. 85 
Administrative __ 28, 456. 31 80, 589. 89 25. 590. 21 10, 364.95 | 145, 001. 36 113, 761. 97 
Other.....- “s | 13,193.65 | 45,846.00 | 75,431.74) 1,844.81 136, 316. 20 132, 748. 51 
Total_ | 108, 579.99 | 359,007.67 | 227,804.22 | 21, 568.22 | 716,960.10 | 607, 256. 71 
| ! j 
Analysis of other expenses for fiscal years ending June 30, 1955 and 1956 
| 
1956 1955 
Sugarcane, sugar, and miscellaneous operations: 
Laborers’ garden --. oo : $1, 343. 30 
anes COFVIGS GE GIDE Ss. sec as 393. 50 
Inventory adjustments - -- in $34, 799. 90 45, 001. 52 
Maintenance of central factory area xiii cheteen emma teas | 56. 75 
General agent—St. Thomas : eee 2, 430. 00 | 2, 522. 70 
Limited service benefits (pension to laborers) _- 4, 126. 50 | 4, 634. 00 
Property charged off. 17, 354. 32 | 3, 660. 38 


Miscellaneous expenses... .....--- 109. 28 1, 370. 55 
Roads and drains, repairs... -...... 2, 064. 46 |____- ‘ 
Total__- phtiias J 60, 884. 46 | 58, 982. 68 


Power operations: 
Supervision 


485. 32 | 





Consumers’ contracts, orders, meter reading and collecting » 20, 511. 01 16, 402. 41 
Customers’ billing and accounting : 18, 953. 33 19, 260. 27 
Salaries of general officers and executives. -.._.- . 12, 511. 60 | 11, 322. 63 
Merchandizing, jobbing, and contract work - ---- : ; : pee i A 

Other general office salaries 18, 760. 05 | 15, 806. 88 
Expenses of general officers and general office employees - -- 1, 033. 12 | 1, 075. 97 
General office supplies and expenses - -- : re 2, 884. 30 | 1, 710. 71 
Special services__ 4.00 11. 00 
Miscellaneous general expenses - - 571.79 1, 482. 06 
Rents_-- 900. 00 | 900. 00 
Provision for uncollectible accounts 300. 00 | 9, 309. 04 


Demonstration, advertising, and other sales expenses -._ 


223.17 | 
Stores inventory adjustment. 


, 705. 95 | 


, 431. 74 | 


Se ey eee ~3, 515. 14 


Total... 73, 765. 83 


Grand total. —- - 7 136, 316. 20 | 132, 748. 51 


H0694 —57 
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Statistics for the fiscal years 1955 and 1956 


1956 actual | 1955 actual 


——$___., 





LOAN PROGRAM | 
Average loans outstanding for full year--__-_-- wioke $23, 996. * $35, 825. ” 
Interest rate____- St BS hi Snes aint one -as-percent.. 
Income | ee ae > adiphln aeka $1, 199. 81 $1, 791 2 


SALES AND RENTAL PROGRAM 


Sugarcane (Vicorp): 
Acres harvested. -.-__..-- sivandsceitiddvaccnEdsteaealansd 2, 228. 5 | 
Tons harvested ___- ia brat iii a a tint Beale “s 83, 569. 58 | 
Tons per acre Sc aeans : etaag | 36. 52 


Profit (or loss (—)) per ton of sugarcane harvested: 
Income: 
Sale of cane 
Sale of ratoons to FHA- 
Subsidy payment, under Sugar Act- 





Expense: 
Growing cost i «apse 3. 1 $5. 67 
Harvesting cost... __. ieee Saat . 2.20 2. 46 
Overhead cost_..---- . ; 1.30 1. 90 
6. 68 10. 03 
Net profit (or loss (—) ; =a . 64 : 
Purchased cane: 
Acres harvested _ - ._- a 2, 304. 6 2, 503. 41 
Tons purchased - _- ; 51, 688. 885 | 39, 713. 765 
Tons per acre ‘ aaa 22. 43 | 15. 86 
Average cost = easiest a $6. 38 7. 02 
Raw sugar production: | 
Tons of cane ground ur ees) _.| 185, 258. 465 | 96, 442. 020 
Sugar yield_-__- ‘ percent _| 9. 434 10. 483 
Number of tons sug ar, physical WONG ae sical 12, 576. 75 9, 949. 625 


Profit (or loss (—)) per ton of sugar manufactured: 
Income: 


M a: RR A eit ci owedontensced conan owes inietlatenaksearaeas anedm 


Expense: 
Production cost 9. 108. 40 
Overhead cost : oe 8. 5 28. 61 
Shipping and selling expenses, sugar. : 
Shipping and selling expenses, mol: 


Net profit (or loss (— 


POWER DIVISION 


Generating capacity cilowatts__| 6, 820 

Miles of distribution lines-_-.__....-- a | 409.8 | 

Number of consumers.-_..........--- 7, 153 6, 7 
Kilowatt-hours sold- ; : 13, 942, 246 11, 543, 
Average kilowatt- hours per consumer i 4, 949° 


Profit (or loss (—)) per kilowatt-hour: 
Income ‘ 
Expense 


Net profit 
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Balance sheet as of June 30, 1956—Development Department 





ASSETS 


Cash: 
U. 8. Treasury and on hand: 2922.0 AAs css ne Se $21, 188. 39 
Aosounte veedivable. ~o. sie etis iwi crcanles-beee ass Heotdek 13, 936. 35 





Deleered charge®.. .. =. 2.0 5. SE ee ea See ean 1, 254. 18 





"LORE: SEIIEB 2c). 0x wis ated ainda Deel mda aa an 





36, 378. 92 



















LIABILITIES 


POCENIS PRVEUN «5a ned oc cede cndsoaee sae ceoey eee mumeenen 2, 144. 47 
Accrued expenses: 

SOURINUAEN SEINE WETICE $2, 609. 95 

BRIERE MOO ooo gals eek oa on ane 2, 384. 35 

Materials and supplies not invoiced___...------- 11, 697. 30 

CFONOE. cin cica cave op eros oder cates ae 449, 34 


17, 140. 94 
Trust and deposit liabilities: 

Advance for development authority accounts - - 12, 155. 50 

CRner. Son Be co ea en eee 479. 29 

- 12, 634. 79 





‘Lopal tapes: 25. 2. 2h aa dd aoe oe ee eeted 31, 920. 20 





UNITED STATES INVESTMENT 






Earned surplus (or deficit (— 






Prisr:youts 200808. oi 58 a. Jocds cu web es — $14, 810. 17 
Current year’s profit. oi. 626 esas ewes debt ai 19, 268. 89 


4, 458. 72 
abies seas 36, 378. 92 








Total liabilities and surplus 


Statement of operations for Development Department for fiscal years ended 
June 30, 1955 and 1956 





Ineome— Rental: 












Housing a ee ee ithaca aes $59, 272. 80 $62, 408. 80 
Commercial leases eae : in eteaae ealdraaaitee 26, 080. 47 | 11, 283. 33 
Other. ....-- ee Pica aele , deena | 13, 497. 00 1, 894. 33 
Fees: 

Airplane ee a concessions. . clea diksibiiaaaiaebediad ada 20, 578. 54 21, 207. 06 
Potable water. a <a nae cee cole 8, 336. 43 7, 933. 26 
Beach revenue. __- aia ada mlkeecie 4, 175. 94 5, 464. 58 
Dock fees__. ponte ate beyeeuakael aren cciegietgadbeesll 1, 504. 08 | 3, 268. 11 
Miscellaneous. - cei a —_ wcnsge nase deed eanaapeig aadidaelinea 8, 242. 64 14, 433. 63 
Subsidy bill No. 400 eal sasene] 4, 000. 00 
Proceeds sale of lease and legal and administrative fee, Tropicana | 

Hotel... ‘ sins i : TN Oi 
Administrative charges, U.S. Navy Department___- ae eahteheetiin ate 4, 414. 33 - Z 


















Bwlbi ots. idebitan etek pies Inkntnobesbbpehanes Gimme = 152, 033. 57 131, 893. 10 











Expense: 
—o and wages... oe - es fe 71, 738. 04 84, 923. 21 
Legal fees_ . Sinletre 4, 337. 50 | 6, 425. 00 
Materials, supplies, and services-.- md scecaee has whee 30, 648. 88 | 31, 145. 54 
Travel. : ‘ sib laiaanstd iliha seteleorg li 1, 271.19 | 4, 758. 06 
Electric ity . : aah gsaaaneiai 4, 038. 04 | 3, 438. 29 
Telephone and communications. - ihe rea aun naanaiil as eeemaiearl | 812. 38 | 961, 42 
Advertisement ba . . | 1, 711. 37 369. 54 
Provision for uncollectible accounts___. cated ieee | 200.19 | 223. 00 
Administrative expenses allocated ____. : | 13, 001. 26 | 12, 052. 69 
Machinery and equipment. . pean : 2, 681.46 |___- 
General overhead... __. anbisd 1, 966, 68 1, 767. 71 
Other... “a sake ‘ scchiambuebemandsk aad 357. 69 638. 81 


| 








Total.. 132, 764. 68 146, 708. 2 





Profit or loss (—) on years operation 19, 268. 89 | — 14, 810. 17 
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APPENDIX C 


[Pustio Law No. 616—74TH ConGREss] 


[H. R. 8287] 


AN ACT To establish an assessed valuation real property tax in the Virgin Islands of the 
United States 


Be it enacted by the Senate and House of Representatives of the United States 
of America in Congress assembled, That it is the policy of Congress to equalize 
and more equitably to distribute existing taxes on real property in the Virgin 
Islands of the United States and to reduce the burden of taxation now imposed 
on land in productive use in such islands. 

Sec. 2. For the calendar year 1936 and for all succeeding years all taxes on 
real property in the Virgin Islands shall be computed on the basis of the actual 
value of such property and the rate in each municipality of such islands shall 
be the same for all real property subject to taxation in such municipality whether 
or not such property is in cultivation and regardless of the use to which such 
property is put. 

Sec. 3. Until local tax laws conforming to the requirements of this Aet are in 
effect in a municipality the tax on real property in such municipality for any 
such calendar year shall be at the rate of 1.25 per centum of the assessed value. 
If the legislative authority of a municipality shall fail to enact laws for the levy, 
assessment, collection, or enforcement of any tax imposed under authority of 
this Act within three months after the date of its enactment, the President shall 
then prescribe regulations for the levy, assessment, collection, and enforcement 
of such tax, which shall be in effect until the legislative authority of such mu- 
nicipality shall make regulations for such purposes. 

Sec. 4. All taxes so levied and collected shall be deposited in the municipal 
treasury of the municipality in which such taxes are collected. 

Sec. 5. The Virgin Islands Company shall pay annually into the municipal 
treasuries of the Virgin Islands in lieu of taxes an amount equal to the amount 
of taxes which would be payable on the real property in the Virgin Islands 
owned by the United States and in the possession of the Virgin Islands Company, 
if such real property were in private ownership and taxable, but the valuation 
placed upon such property for taxation purposes by the local taxing authorities 
shall be reduced to a reasonable amount by the Secretary of the Interior if, 
after investigation, he finds that such valuation is excessive and unreasonable. 
The Virgin Islands Company shall also pay into the municipal treasuries of the 
Virgin Islands amounts equal to the amounts of any taxes of general application 
which a private corporation similarly situated would be required to pay into 
the said treasuries. Similar payments shall be made with respect to any prop- 
erty owned by the United States in the Virgin Islands which is used for ordinary 
business or commercial purposes, and the income derived from any property 
so used shall be available for making such payments. 

Sec. 6. Nothing in this Act shall be construed as altering, amending, or re- 
pealing the existing exemptions from taxation of property used for educational, 
charitable, or religions purposes. Subject to the provisions of this Act, the 
legislative authority of the respective municipalities is hereby empowered to 
alter, amend, or repeal, subject to the approval of the Governor, any law now 
imposing taxes on real and personal property. 

Approved, May 26, 1936. 


AMENDMENTS TO H. R. 8287, 74th CoNGRESS 


Section 5 of Public Law 616 was amended by section 12 of the act of June 
30, 1949 (63 Stat. 350, 356). These amendments are shown as follows: 

“The Virgin Islands [Company] Corporation shall pay annually into the 
municipal treasuries of the Virgin Islands in lieu of taxes an amount equal to 
the amount of taxes which would be payable on the real property in the Virgin 
Islands owned by [the United States and in the possession of the Virgin Islands 
Company] the Virgin Islands Corporation, if such real property were in private 
ownership and taxable, but the valuation placed upon such property for taxation 
purposes by the local taxing authorities shall be reduced to a reasonable amount 
by the [Secretary of the Interior] designee of the President of the United States 
as provided in section 1 of the Virgin Islands Corporation Act if, after investiga- 
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tion, he finds that such valuation is excessive and unreaonable, and any 
such reduction in valuation, together with the findings on which it is based, 
shall not be reviewable by any court. The Virgin Islands [Company] Corpo- 
ration shall also pay into the municipal treasuries of the Virgin Islands amounts 
equal to the amounts of any taxes of general application which a private 
corporation similarly situated would be required to pay into the said treasuries. 
Similar payments shall be made with respect to any property owned by the 
United States in the Virgin Islands which is used for ordinary business or com- 
mercial purposes, and the income derived from any property so used shall be 
available for making such payments: Provided, However, that the payments 
authorized by this section shall not include payments in lieu of income tazes, 
capital stock taxes, or franchise tagves.” 


APPENDIX D 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., February 12, 1957. 


Hon. EArt CHUDOFF, 
Chairman, Subcommittee on Public Works and Resources, Committee on 
Government Operations, House of Representatives, Washington, D. C. 

Dear Mr. Cuvuporr: Mr. Lanigan, of your staff, requested our legislative 
counsel to provide your committee with additional information concerning the 
naval properties on St. Thomas, V. I., which are operated through the Virgin 
Islands Corporation. 

At a regular meeting of the board of directors of the Virgin Islands Corpora- 
tion, held in Washington, D. C., on June 15, 1954, the subject of these naval 
properties was discussed by the board. Members present were: Douglas McKay, 
Chairman; Ezra T. Benson, Archie A. Alexander, and Ward M. Canaday. The 
following appears in the minutes of that meeting: 

“Mr. Edwards then brought a matter of new business to the attention of the 
board, involving the St. Thomas Development Authority’s operation of the sub- 
marine base and airport at St. Thomas. These properties are presently under 
revocable permit from the Navy to the Secretary of the Interior. The Secretary 
of the Interior in turn leased both of these properties to the Municipal Council 
of St. Thomas and St. John. The municipal council created the development 
authority to operate and supervise the properties. The revocable permit and the 
lease provided that the properties must be maintained in a good state of repair. 
Should these repairs not be kept up, the revocable permit and the lease agree- 
ment provide that the Navy can come in and make such repairs as are necessary. 
Mr. Edwards further stated that the Department was in receipt of a letter from 
Navy stating that there is $538,000 worth of repairs that should be made to these 
facilities. Mr. Edwards also stated that there were other indications of mis- 
management by the authority. The question of the future management of the 
facilities was then discussed. It was determined that should the Secretary of the 
Interior be forced to revoke the lease from the municipality due to mismanage- 
ment, Vicorp would manage the property for a period not to exceed 1 year. 
Mr. Edwards explained that the facilities consist of three types of operations ; the 
management of the airport; operation of the water department; and the han- 
dling of the rental of all buildings that are now in these facilities which have 
been leased by the development authority to various individuals. The motion was 
then made, seconded and approved that a special committee, consisting of the 
Governor of the Virgin Islands, the president of the Corporation, and Mr. D. Victor 
Bornn, should assist the president of the Corporation in any matter which would 
require board action; that the committee should report back to the board; that 
there should be no expenditure of Vicorp funds in connection with the manage- 
ment of the properties; and that the only expenditures which this committee 
could authorize would be from the operational receipts.” 

Mr. Lanigan specifically requested copies of correspondence, if any, in which 
this Department recommended the emergency action reported to Congress by the 
President on January 13, 1955. The attached letters of November 19, 1954, to 
the Director of the Bureau of the Budget, and of November 19, 1954, to the Presi- 
dent, through the Bureau of the Budget, are the items your committee seeks. 

Please be assured of our continued cooperation. 

Sincerely yours, 
D. Otts BEASLEY, 
Administrative Assistant to the Secretary of the Interior. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D, C., November 19, 1954. 
Hon. RowLAnp R. HUGHEs, 
Director, Bureau of the Budget, 
Washington, D. C. 


My Dear Mr. Hueues: There is attached a letter to the President requesting 
his approval, pursuant to section 7 (a) of the Virgin Islands Corporation Act 
(63 Stat. 350, 353, 48 U. S. C., 1952 ed., sec. 1407 f (a) ), of the use by the Corpora- 
tion of funds derived by it from the operation of certain property located in St. 
Thomas, V. I. 

The property in question, known as the Marine Corps air facility and the naval 
submarine base, was transferred by the Navy Department to the Interior De- 
partment for operation and maintenance under a revocable permit dated January 
1, 1948. In recent years the property has been operated under a lease from this 
Department by the municipality of St. Thomas and St. John, acting through an 
instrumentality created for that purpose, known as the St. Thomas Development 
Authority. As a consequence of serious mismanagement of the property by the 
development authority, I was recently required to take prompt corrective action, 
Accordingly, on June 23, 1954, I terminated effective July 1 the existing arrange- 
ments between the Department of the Interior and the municipality of St. Thomas 
and St. John and I directed the Virgin Islands Corporation to assume opera- 
tion of the property. The need for corrective action was so urgent that the mat- 
ter could not be deferred until congressional approval was obtained through 
normal budgetary processes. 

The air facility and submarine base comprise, among other things, various 
houses, hotels, and a powerplant. Certain revenues will consequently accrue to 
the Corporation as a result of its operation of the property. Because the develop- 
ment authority failed, among other things, to keep the property in good repair, the 
Corporation, under its permit from the Department of the Interior and the in- 
structions of its Board of Directors, will use the revenue accruing from the 
operation of the property to restore it as rapidly as possible to its condition 
when received from the Navy Department. It will use no Corporation funds for 
this purpose, other than those which result from its operation of the property, 
unless I approve the proposed expenditure. 

Section 7 (a) of the Virgin Islands Corporation Act provides that “The Cor- 
poration is hereby authorized to use its funds, from whatever source derived, in 
the exercise of its corporate powers and functions: Provided, however, That the 
Corporation shall not undertake any new types of activites or major activities 
not included in the budget program submitted to the Congress pursuant to sec- 
tion 102 of the Government Corporation Control Act, except when authorized by 
legislation enacted by the Congress after said program is submitted, or except, 
when the Congress is not in session, upon finding made by the Corporation and 
approved by the President of the United States that an emergency exists which 
justifies the undertaking of new types of activities authorized by this act, but 
not included in the budget program. Such findings and emergency action shall 
be reported to the Congress by the President, and appropriations for the ex- 
penses of such emergency action are hereby authorized.” 

The attached letter requests the President to approve, effective July 1, 1954, 
the use by the Corporation of funds derived from the operation of the submarine 
base and air facility. Revenues from the operation of the property are ex- 
pected to be sufficient to pay all expenses, thus eliminating the need for an 
appropriation from the Congress. 

I request that you submit the attached letter to the President for his approval. 

Sincerely yours, 
Dovuetas McKay, 
Chairman, Board of Directors, Virgin Islands Corporation. 
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DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., November 19, 1954. 
Through: The Bureau of the Budget. 
THE PRESIDENT, 
The White House. 

My Dear Mr. Preswwent: As Chairman of the Board of Directors of the 
Virgin Islands Corporation, I submit for your consideration and recommend 
your approval of the use by the Corporation of funds derived by it from the 
operation of certain property located in St. Thomas, V. I. 

The property in question, known as the Marine Corps air facility and the 
naval submarine base, was transferred by the Navy Department to the In- 
terior Department for operation and maintenance under a revocable permit 
dated January 1, 1948. In recent years the property has been operated under a 
lease from this Department by the municipality of St. Thomas and St. John, 
acting through an instrumentality created for that purpose, known as the St. 
Thomas Development Authority. As a consequence of serious mismanagement 
of the property by the development authority, I was recently required to take 
prompt corrective action. Accordingly, on June 23, 1954, I terminated effective 
July 1 the existing arrangements between the Department of the Interior and 
the municipality of St. Thomas and St. John and I directed the Virgin Islands 
Corporation to assume operation of the property. The need for corrective action 
was so urgent that the matter could not be deferred until congressional approval 
was obtained through normal budgetary processes. 

The air facility and submarine base comprise, among other things, various 
houses, hotels, and a powerplant. Certain revenues will consequently accrue 
to the Corporation as a result of its operation of the property. Because the 
development authority failed, among other things, to keep the property in good 
repair, the Corporation, under its permit from the Department of the Interior 
and the instructions of its Board of Directors, will use the revenue accruing 
from the operation of the property to restore it as rapidly as possible to its 
condition when received from the Navy Department. It will use no Corporation 
funds for this purpose, other than those which result from its operation of the 
property, unless I approve the proposed expenditure. 

Section 7 (a) of the Virgin Islands Corporation Act provides that “The Cor- 
poration is hereby authorized to use its funds, from whatever source derived, 
in the exercise of its corporate powers and functions: Provided, however, That 
the Corporation shall not undertake any new types of activities or major activi- 
ties not included in the budget program submitted to the Congress pursuant to 
section 102 of the Government Corporation Control Act, except when authorized 
by legislation enacted by the Congress after said program is submitted, or ex- 
cept, when the Congress is not in session, upon finding made by the Corporation 
and approved by the President of the United States that an emergency exists 
which justifies the undertaking of new types of activities authorized by this 
act, but not included in the budget program. Such finding and emergency ac- 
tion shall be reported to the Congress by the President, and appropriations for 
the expenses of such emergency action are hereby authorized.” 

Pursuant to that provision, I recommend that you approve, and that you so 
indicate in the place provided below, the use by the Corporation of funds 
derived by it from the operation of the submarine base and air facility subse- 
quent to July 1, 1954. In my judgment an emergency of sufficient magnitude 
existed in St. Thomas to justify the corrective action which I directed. 

Sincerely yours, 
Doveitas McKay, 
Chairman, Board of Directors, Virgin Islands Corporation. 


PERMIT, SUBMARINE BASE AND AIR FACILITY 


This permit, effective the first day of July 1954, executed by the United States, 
acting in this behalf by the Secretary of the Interior, hereinafter referred to as 
the “Secretary”, to the Virgin Islands Corporation, a Federal instrumentality 
created by the act of June 30, 1949 (63 Stat. 350, 48 U. S. C., 1952 ed., sec. 1407 
et seq.), hereinafter referred to as the “Permittee” : 
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WITNESSETH : 

Whereas the installations formerly known as the Marine Corps Air Facility 
and the Naval Submarine Base at St. Thomas, Virgin Islands, were transferred 
by the Navy Department to the Interior Department for operation and mainte- 
nance under a revocable permit dated January 1, 1948, subject to the terms and 
conditions set forth therein ; and 

Whereas, by amendments dated February 4, 1949, and October 27, 1949, certain 
areas were withdrawn by the Navy Department from the jurisdiction of the 
Interior Department ; and 

Whereas, by a lease agreement entered into on March 25, 1950, the Secretary 
leased to the Municipality of St. Thomas and St. John all of the installations 
known as the Marine Corps Air Facility and the Naval Submarine Base except 
for the areas withdrawn by the aforesaid amendments and except for certain 
areas made available by the Interior Department to the Civil Aeronautics 
Administration ; and 

Whereas, by letter dated September 5, 1950, the Department of the Navy 
revoked the aforesaid amendments and restored the said areas to the jurisdic- 
tion of the Department of the Interior ; and 

Whereas, by a supplement to the lease agreement of March 25, 1950, the Sec- 
retary leased to the Municipality of St. Thomas and St. John the areas thus 
restored to the jurisdiction of the Interior Department ; and 

Whereas, by letter of June 23, 1954, the Secretary terminated the Lease Agree- 
ment of March 25, 1950, as supplemented, pursuant to paragraph 4 of the Sup- 
plement to the Lease Agreement, such termination to be effective July 1, 1954; 
and 

Whereas it is the intention of the Secretary that the property be used to the 
greatest extent possible for the benefit of the people of the Virgin Islands: 

Now therefore, the Secretary hereby grants to the Permittee a permit to use, 
occupy, and operate the installations formerly known as the Marine Corps Air 
Facility and the Naval Submarine Base at St. Thomas, described more fully on 
Navy Public Works Drawings 10-34 and 10-35 (except for (a) those areas made 
available by the Interior Department to the Civil Aeronautics Administration 
under permit and memorandum of agreement dated August 24, 1948, as supple- 
mented on October 17, 1952, and (b) the powerplant and related facilities made 
available to the Permittee under a permit of even date herewith and more fully 
described therein). 

This permit is granted subject to the following terms and conditions : 

1. The Permittee agrees to pay as rental for the said property the sum of $1.00 
per year, payable in advance. 

2. The Permittee shall use the said property to the greatest extent possible for 
the benefit of the people of the Virgin Islands. 

3. The Permittee shall maintain the property in as good condition as when 
received and shall effect such repairs and replacements as are necessary to that 
end. In addition, the Permittee shall, in accordance with good management 
practices, endeavor to restore the property as rapidly as possible to its condition 
on January 1, 1948: Provided, That in so restoring the property, the Permittee 
shall expend no more than the amount received in revenues from the operation of 
the property, less reasonable costs of administration, unless it obtains the prior 
approval of the Secretary in writing. 

4. The Permittee shall submit to the Secretary quarterly reports showing 
revenue received and expenditures made, by general categories, in connection 
with the operation of the property. Such reports shall contain the information 
listed in Exhibit A which is attached hereto and made a part hereof. 

5. This permit shall continue in effect for a period coextensive with that 
of the revocable permit between the Navy and Interior Departments unless 
sooner terminated in accordance with this paragraph: Provided, That the Sec- 
retary may, in his discretion, modify or terminate this permit at any time: 
Provided, further, That the Permittee may, if it finds itself unable to perform 
any part of this permit, terminate this permit, in whole or in part, upon 60 days 
notice to the Secretary in writing. 

6. Upon the expiration or termination of this permit, the Permittee shall 
return to the Secretary in as good condition as when received, reasonable wear 
and use, and act of God excepted, all of the above described property, together 
with all replacements thereof and additions thereto, and the Secretary shall 
thereupon have the right immediately to reenter and take possession of the 
property, subject to the right of the Permittee to remove its property from the 
premises within a reasonable time thereafter. 
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7. It is expressly agreed that the Permittee may lease or license to public or 
private agencies or organizations, or to individuals, the properties covered by 
this permit: Provided, That except for such leases and licenses as may have 
been approved by the Secretary between July 1, 1954, and June 1, 1955, all such 
leases and licenses shall comply with the following terms and conditions: 


(A) GENERAL CONSIDERATIONS FOR LEASES 


(i) Classes: Leases may be of three classes: commercial, housing, and gov- 
ernment. 

Commercial leases may be made covering buildings, facilities, and land, or 
any combination thereof, for industrial and/or other income-producing purposes 
under the direct control and management of the lessee. Leases for buildings 
used for multidwelling units (apartments) shall be classed as commercial. 

Housing leases shall be limited to existing detached or semidetached resi- 
dential units (or structures easily adaptable to such purposes) for personal 
occupancy by the lessee and his immediate family. 

Government leases may be made with the Government of the Virgin Islands, 
the Government of the United States, or any of their subdivisions, covering 
buildings, facilities, and land, or any combination thereof, for any lawful gov- 
ernmental purpose. 

(ii) Land: Commercial, housing, and government leases may include land 
area, but should be limited to the minimum area necessary for the conduct 
of the activities contemplated or for the ful) enjoyment and protection of the 
leased premises. 

In general, unimproved lands should not be leased. However, small areas 
may be the subject of (and limited to) commercial and government leases where 
a positive showing is made, in the case of commercial leasing, that the lessee 
(a) will promptly develop and improve the land in such a manner and to such 
an extent as will contribute materially to the economy of the Island of St. 
Thomas, (0) will make a substantial investment in such improvements, and (c) 
will agree that upon termination of the lease all improvements will vest in the 
lessor, and, in the case of government leasing, that the property is required in 
connection with a lawful and necessary governmental function. 

(iii) Leases may be made with individuals, corporations, partnerships, or 
other lawful business entities. 

(iv) Lessee: Commercial leases shall be made only after the lessee has 
shown to the satisfaction of the Virgin Islands Corporation that he (@) has a 
satisfactory personal and business reputation, (b>) has the necessary qualifica- 
tions and experience to operate the particular business in an efficient and busi- 
nesslike manner, (c) has sufficient financial strength and backing to carry on 
the contemplated commercial venture, to make needed improvements, and to 
contribute materially to the economy of the Island of St. Thomas, and (d) 
intends himself to operate the leased premises during the entire term of the 
lease. 

No lease shall be made with any employee of the Virgin Islands Corporation, 
the Government of the Virgin Islands, the Government of the United States, or 
any of their subdivisions, except that this restriction shall not apply to the 
leasing to such employee of a single residential unit for his personal occu- 
pany. However, such leases shall, at the option of the Lessor, be cancellable 
at any time after thirty (30) days of the date of termination of employment 
with the governmental agency involved. 


(B) LEASE TERMS 


All leases shall contain the following terms and provisions, as well as any 
others that may be necessary to protect the rights of the United States: 

(i) Secretarial Approval: All commercial and government leases shall be 
subject to the approval of the Secretary of the Interior. 

(ii) Form: All leases shall be in writing except for leases for housing or 
residential units renting for less than $75.00 per month. 

(iii) Tenure: Commercial leases for existing structures or facilities shall not 
exceed 20 years, except that in special cases, in the discretion of Virgin Islands 
Corporation, an option to renew for one additional 10-year period may be 
granted. Commercial leases for industrial uses shall not exceed five (5) 
years. Leases of unimproved land shall not exceed thirty (30) years, except 
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that in special cases an option to renew for one additional ten (10) year period 
may be granted. 

Housing leases may be made on a month to month, or yearly basis, but no such 
lease shall be longer than three (3) years. 

The term of all government leases shall be for a period not in excess of one 
year beyond the period during which the facilities are under the control of the 
Virgin Islands Corporation. 

(iv) Rent: Rent under all types of leases shall be comparable to rent charged 
for similar buildings and facilities available on the Island of St. Thomas. 

Commercial and government leases shall provide that rents shall be subject 
to renegotiation every ten (10) years. 

Bureau of the Budget Circular A-45, dated June 3, 1952, as promulgated by 
the Departmental Manual of Allowances for Quarters, Subsistence, and Services, 
issued August 7, 1952, as amended, shall govern the determination of rents 
for all properties occupied by employees of the Federal Government and any of 
its subdivisions. 

Commercial and government leases shall provide that rents shall be payable 
no less frequently than quarter annually in advance. Housing rents shall be 
payable monthly in advance. 

(v) Assignment: Any assignment of a lease must be approved in writing by 
the Secretary of the Interior. The proposed assignee must make the same 
showing as to personal and business reputation and financial resources as is 
required of original lessees. 

Upon a lessee failing in business, filing a petition in voluntary bankruptcy, 
making an assignment for benefit of creditors, etc., the lease shall then and there 
be terminated and the premises shall immediately revert to the lessor. 

Subletting shall be forbidden unless the prior written consent of the Virgin 
Islands Corporation is obtained. 

(vi) Discrimination: Provision against discrimination in use and in employ- 
ment based on race, creed or color shall be included. 

(vii) Maintenance: Commercial and government lessees must maintain the 
buildings and facilities and property in accordance with the standards set by the 
Department of the Navy in its annual inspections and in accordance with any 
requirements established by the Virgin Islands Corporation. 

(viii) Insurance: Each commercial and government lessee shaH maintain fire 
and extended coverage insurance to the fair and reasonable value of the leased 
property. 

(ix) Navy Permit: Each lease shall contain a provision providing for the 
automatic termination of such lease in the event the Department of the Navy 
exercises its right to revoke, in whole or in part, the revocable permit of Janu- 
ary 1, 1948, pursuant to the following paragraph of the said permit: 

“This Permit shall be for an indefinite term but shall be subject at any time 
hereafter to the right of the Navy Department, or higher military authority, to 
revoke this instrument in whole or in part, or as a temporary or a permanent 
measure, but it is the intention of the Navy Department that the right of 
revocation shall be exercised only in the event of military necessity or by reason 
of a National Emergency.” 

(x) United States a Party: Each lease shall be entered into in the name of the 
United States, acting by and through the Virgin Islands Corporation. 

8. No assignment or transfer of this permit or any part thereof shall be valid 
without the prior consent of the Secretary in writing. In the event of any such 
assignment or transfer, the Secretary shall have the right to terminate this 
permit immediately and without notice. In the event the property covered by 
this agreement reverts for any reason to the Secretary, the Secretary shall respect 
and be bound by the terms of any lawful outstanding leases or licenses theretofore 
entered into by the Permittee or its authorized agency. 

9. This agreement shall be subject to the terms and conditions of the above- 
mentioned revocable permit issued to the Interior Department by the Navy 
Department. 

10. No member of or delegate to Congress, or Resident Commissioner, shall be 
admitted to any share or part of this agreement or any benefit which may arise 
therefrom unless it be made with a corporation for its general benefit. 
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11. Wherever the word “Secretary” is used in this agreement, it shall also 
mean his authorized representative, and whenever the terms “lease” or “lessee” 
are used, they shall be construed to include the terms “permit”, “license”, “per- 
mittee”, or “licensee’’, as the case may be. 

In WITNESS WHEREFORE, I have hereunto set my hand as of the day, month, 
and year cited above. 

THE UNITED STATES, 
By Dovetas McKay, 
Secretary of the Interior. 
AveusTt 29, 1955. 
ExHIsit A 


The report required of the permittee by paragraph 4 shall contain the fol- 
lowing information: 


Narrative statement: 
1. Shore résumé of operations 
2. Maintenance completed 
3. New developments 
4. Difficult or unique problems of general interest 
5. Other 
Listing of rentors and lessees: 
1. Delinquents 
(a) Name 
(b) Building, land or water bill (identify) 
(c) Amount of delinquency 
(d) Date due 
2. Cancellation of rental agreements 
(a) Name 
(b) House number 
(c) Date 
3. New rental agreements 
(a) Name 
(bv) House number 
(c) Rental rate 
(d) Date 
Personnel: 
Appointed 
Per diem 
Statement of income and expense: 
Income: 
1. Rentals 
(a) Housing 
(b) Commercial leases 
(ec) Other 
2. Fees 
(a) Airplane landings 
(b) Dock 
(c) Parking 
(d) Beach 
(e) Storage 
(f) Water sales 
Expense: 
Salaries and wages 
Materials and supplies 
Transportation 
Office expense 
Overhead: Net profit or loss 
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APPENDIX E 


IN THE DistRICT COURT OF THE VIRGIN ISLANDS, Diviston oF St. THOMAS AND 
Sr. JOHN AT CHARLOTTE AMALIE 


Civil No. 71-1956. Action for declaratory judgment and mandatory relief 


Tue St. THomas TAxiIcas ASSOCIATION, PLAINTIFF, UV. THE VIRGIN ISLANDS 
CORPORATION, KENNETH BARTLETT, PRESIDENT, AND ELLIor GRAY, MANAGER, 
DEVELOPMENT DEPARTMENT, DEFENDANTS 


MOTION 


The defendant moves the court as follows: 

1. To dismiss the action or in lieu thereof to quash the return of service of 
summons on the ground that same was not served by a United States marshal, 
or by his deputy, or by some person specially appointed by the court for that 
purpose ; 

2. To dismiss the action because the complaint fails to state a claim against 
defendants upon which relief can be granted; 

2. To dismiss the above-entitled action because it appears upon the face of 
the complaint that the court lacks jurisdiction of the subject matter. 

Leon P. MILLER, 
United States Attorney, 
Charlotte Amalie, St. Thomas, V. I. 


NOTICE 


To Francisco Cornerro, Esq., 
Attorney for Plaintiff, Charlotte Amalie, V.I.: 

Please take note that the undersigned will bring the above motion on for hear- 
ing before the district court of the Virgin Islands on the 22d day of May 1956 
at 10 a. m. in the forenoon of that day or as soon thereafter as counsel can be 
heard. 


IN THE District Court OF THE VIRGIN ISLANDS, DIVISION oF St. THOMAS AND 
Sr. JOHN AT CHARLOTTE AMALIE 


Civil No. 71-1956. Action for Declaratory Judgment and Mandatory Relief 


THe St. THomMAs TAxIcAB ASSOCIATION, PLAINTIFF v. THE VirGIN ISLANDS 
CORPORATION, KENNETH BARTLETT, PRESIDENT, AND ELLiotr GRAY, MANAGER, DE- 
VELOPMENT DEPARTMENT, DEFENDANTS 


MEMORANDUM OF AUTHORITIES IN SUPPORT OF MOTION TO DISCUSS 


The case of Harry Friend v. Frederick B. Lee, which was decided by the United 
States Court of Appeals, District of Columbia Circuit, on March 17, 1955, 221 
F. 2d 96, is so remarkably similar to the instance case that same is unquestionably 
controlling here. 

It was held in the Friend case as follows: 

“Even if statute requiring previous advertising for proposals was applicable 
to contract entered into by operator of automobile rental service with Civil 
Aeronautics Administrator and Director of Washington National Airport, com- 
petitor of such operator had no standing to sue to invalidate contract and could 
not contest award either as bidder or as private citizen generally. 41U.8.C. A. 
Sec. 5.” 

“Statutes regulating contracting procedures of officers of federal government 
are enacted solely for benefit of the government and confer no enforceable rights 
upon persons dealing with it. 41 U.S.C. A. See. 5.” 

“Even if Civil Aeronautics Administrator and Director of Washington National 
Airport informed operator of automobile rental service that his bid for con- 
cession at airport would be kept confidential and even if they informed competitor 
of such bid and awarded concession to competitor without giving plaintiff oper- 
ator opportunity to meet or better terms of competitors revised bid, such facts 
did not give plaintiff operator right to attack contract which was awarded and he 
had no fixed right to be awarded contract as against competitor. 41 U.S.C. A. 
See. 5.” 
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“Contracting officers of federal government have duty to select contract most 
advantageous to government and advantage is not measured exclusively in terms 
of price but includes other factors such as judgment, skill, ability, capacity and 
integrity. 41 U.S.C. A. Sec. 5.” 

“Final selection of contractor by government contracting officer involves dis- 
cretion and is not subject to review by judicial branch of government. 41 
U. S. C. A. See. 5.” 

Plaintiff’s action seeks to affect real property of the United States. In the 
ease of Seiden v. Larson, 188 F. 2d 661, it was held, Syllabus 1, “If suit is one 
against United States and no consent to its maintenance has been given, no one 
is entitled to sue, and extent of plaintiff’s interest in matter is immaterial.” 

Syllabus 4: “A proceeding against property in which United States has an 
interest is a suit against the United States, as where proceeding is not directly 
against property but will affect the government’s interest in it.” 

The opinion of the Court at page 665, reads, in part, as follows: 

“The question whether a suit against an administrative officer named indi- 
vidually is in fact a suit against the United States has long been—and continues 
to be—a problem of great difficulty. One of the areas where it is most difficult 
to avoid the conclusion that the suit is in reality against the United States is 
where Government property is involved. Certainly ‘a proceeding against prop- 
erty in which the United States has an interest is a suit against the United 
States.’ State of Minnesota v. United States, 305 U. S. 382, 59 S. Ct. 292, 294, 
83 L. Ed. 235. So too where the proceedings is not directly against the property 
but will affect the Government’s interest in it: State of Minnesota v. Hitchcock, 
185 U. S. 373, 22 S. Ct. 650, 46 L. Ed. 954. The Court there held: ‘* * * the legal 
title to these lands is in the United States. The officers named as defendants 
have no interest in the lands or the proceeds thereof. The United States is pro- 
posing to sell them. This suit seeks to restrain the United States from such 
sale, to divest the government of its title and vest it in the state. The United 
States is therefore the real party affected by the judgment and against which 
in fact it will operate, and the officers have no pecuniary interest in the matter.’ 
185 U. S. at page 387, 22 S. Ct. at page 655. See, also, State of Oregon v. Hitch- 
cock, 202 U. S. 60, 26 S. Ct. 568, 50 L. Ed. 935. Nor is this reasoning confined 
to situations where the plaintiff seeks to divest the Government of title. See 
Naganab vy. Hitchcock, 202 U. 8S. 478, 476, 26 S. Ct. 667, 50 L. Ed. 1113. The 
Supreme Court, in summing up such decisions, indicated that ‘where the sovereign 
admittedly has title to property and is sued by those who seek to compel a con- 
veyance or to enjoin disposition of the property, the adverse claims being based 
on an allegedly superior equity or on rights arising under Acts of Congress,’ 
suit cannot be maintained in the absence of consent on the part of the United 
States. Land vy. Dollar, 330 U. 8S. 731, 737, 738, 67 S. Ct. 1009, 91 L. Ed. 1209.” 

Dated: Charlotte Amalie, V. I., May 18, 1956. 

Respectfully, 





LEON P. MILLER, 
United States Attorney and Attorney for Defendants, 
Charlotte Amalie, V. I. 
Copy of the within document hereby acknowledged this 18th day of May 1956. 
FRANCISCO CORNEIRO, 


Attorney for Plaintiff, 
Charlotte Amalie, V. I. 


IN THE Districr CoURT OF THE VIRGIN ISLANDS, DIVISION oF St. THOMAS AND Sr. 
JOHN AT CHARLOTTE AMALIE 


Civil No. 71-1956. Action for Declaratory Judgment and Mandatory Relief 


THe Str. THoMas TAxIcaR ASSOCIATION, PLAINTIFF UV. FREDERICK A. SEATON, 
SECRETARY OF THE INTERIOR, KENNETH BARTLETT, PRESIDENT, THE VIRGIN 
ISLANDS CORPORATION, AND ELLiIot GRAY, MANAGER, DEVELOPMENT DEPART- 

MENT, VIRGIN ISLANDS CORPORATION, DEFENDANTS 


ORDER 


This cause came on to be heard the 13th day of June, 1956, as to the motion to 
dismiss duly served and filed herein. 

Whereupon after reading briefs and hearing arguments of counsel for the 
respective parties, and in due consideration thereof, 
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It is ordered that plaintiff’s action be and it is hereby dismissed at plaintiff's 
cost. 
In testimony whereof, I have hereunto set my hand and caused the Seal of 
the Court to be affixed this 15th day of June, A. D. 1956. 
HERMAN E. Moore, Judge. 
Attest: 
GrorGE A. MENA, 
Clerk of the Court. 


APPENDIX F 
Brix No. 293 


THE NINTH MUNICIPAL COUNCIL OF ST. THOMAS AND ST. JOHN, 1953-1954 


ORDINANCE to Encourage the Establishment of New Business and Industries and the 
Promotion of Tourism in the Virgin Islands through the Granting of Exemptions from 
the Payment of Certain Taxes and Fees, and the Granting of Special Subsidies, and 
for other Purposes 


Whereas, it is deemed a desirable public policy to attract new capital to the 
Virgin Islands and to encourage the establishment of as many self-sustaining 
enterprises in the Virgin Islands as the natural resources will permit and to 
promote tourist development to the end that the economic life of the Virgin 
Islands may be as diverse and stable as possible; and, 

Whereas it is deemed advisable for the Municipal Government to extend such 
inducement and render such aid as will encourage persons to invest in the Virgin 
Islands for the purposes of establishing and developing new permanent manu- 
facturing and other business enterprises that will not be in direct competition 
with already established industries or businesses: 

Be it enacted by the Municipal Council of St. Thomas and St. John in session 
assembled: 

DECLARATION OF POLICY 


Section 1. (a) It is hereby declared the policy of the Municipal Council of 
St. Thomas and St. John to attract new capital to the Municipality of St. Thomas 
and St. John and to encourage the establishment of new industries and other 
business enterprises, and to promote and stabilize the economy of the Municipal- 
ity. To achieve this objective exemptions from payment of certain taxes or fees 
and the granting of special industrial subsidies shall be allowed to new business 
enterprises as hereinafter provided. 

(b) In order that the encouragement tendered by this ordinance in the form 
of subsidies for the promotion of the business and industrial development of the 
Municipality of St. Thomas and St. John may be an incentive, having a real 
and unmistakably sure basis, the Municipal Council of St. Thomas and St. John 
hereby declares that it considers all orders granting subsidies or tax exemptions 
under the provisions of this ordinance as being in the nature of a contract or 
agreement between the Government of the Municipality of St. Thomas and St. 
John and the new industry or business receiving the benefit of the subsidies or 
tax exemptions, and that it will not adopt any legislation which may impair 
or limit such subsidies or tax exemptions granted hereunder or which may defeat 
the purposes of this ordinance. 


DEFINITION OF NEW BUSINESSES 


Section 2. For the purpose of this enactment, a person, firm or corporation 
shall be deemed to be engaged in a new business or industry if duly qualified to 
do any business in the Municipality of St. Thomas and St. John involving the 
manufacture, processing, creation or production of any articles or commodities 
or carrying on any business which were not being manufactured, processed, 
ereated, produced or carried on within the said Municipality during the year 
1947, and in which business at the time of granting tax or fee exemption or 
granting of subsidy as hereinafter provided there is a demonstrable capital in- 
vestment of at least ten thousand dollars ($10,000). For the purposes of this 
ordinance, an article or commodity shall be deemed as having been mannufac- 
tured, processed, created, or produced within the Municipality during the year 
1947 only if it was manufactured, processed, created or produced by an enter- 
prise having in said year a demonstrable capital investment of at least ten 
thousand dollars ($10,000). 
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EXEMPTIONS AND SUBSIDIES 


Section 3. From and after the date of approval hereof, all persons, firms, or 
corporations shall, upon application thereof, as hereinafter provided, be granted 
exemption from the payment of the taxes or fees and shall be eligible for indus- 
trial subsidies as specified in section 3, subsections (a), (b), and (c) hereof, 
upon satisfactory proof that such person, firm or corporation is engaged in a 
new business or industry as hereinbefore defined. the said exemption and sub- 
sidies to last for a period of ten years from the date of the order granting such 
exemption or subsidy; provided, that application for tax or fee exemption and 
the granting of subsidies under this ordinance shall be made not later than De- 
cember 31, 1955; provided, that in the case of any business or enterprise en- 
gaged in the manufacture, creation or production of more than one article or 
commodity the exemption from payment of taxes or fees or granting of industrial 
subsidies shall be restricted and limited only to the portion of such business or 
enterprise as is not in competition with businesses existing in the Municipality 
during 1947 within the meaning and spirit of this ordinance. 

(a) Persons, firms or corporations qualifying as being engaged in new busi- 
nesses or industries shall be exempt from the payment of the following taxes or 
fees, except for one dollar ($1.00) per annum for tax in each category specified 
as otherwise would be applicable to such new business or industry and to prop- 
erty used therein, in accordance with the provisions of this ordinance: 

1. All real property taxes. 

2. All trade taxes or excise taxes on building materials, furnishings, and 
equipment necessary for the construction of any new business or industry, pro- 
vided that this provision shall be applicable to construction of any new in- 
dustry or the operation thereof which has been commenced after January 1, 
1948. 

3. All annual or specific license fees, except liquor license fees and automobile 
license fees. 

4. All gross receipts taxes, except that this exemption shall not apply to busi- 
nesses operated by concession or rental agreement on the premises of persons, 
firms or corporations, including hotels, eligible for tax or fee exemption or in- 
dustrial subsidy, for which businesses separate licenses are required or which, 
as determined by the Tax Exemption Board, are not ordinarily related to, or do 
not constitute an essential part of, the operation of the exempt or subsidized 
new businesses or industry, and which businesses are not otherwise eligible for 
exemption or subsidies as a distinct enterprise. 

(b) Each person, firm or corporation qualifying under this ordinance shall also 
be entitled to receive a subsidy in an amount equal to 75 percent of the income 
tax and 100 percent of the import duties and other taxes on raw material brought 
into the Municipality for processing, actually paid into the treasury of the 
Municipality by any such persons, firms or corporations. This subsidy shall be 
granted ever a period of ten years, beginning not earlier than January 1, 1949. 

(c) An industrial subsidy shall be allowed over a period of ten years beginning 
not earlier than January 1, 1949, to all stockholders or partners in any new 
business or industry in an amount equal to 75 percent of the Income Tax actually 
paid into the Municipality by any such stockholders on the dividends or profits 
derived by any such stockholders or partners from the operation of the industry 
covered under this law. 

(d) The period of ten years referred to in this section shall be retroactive 
in effect and shall apply to all new businesses and industries which have been 
granted exemption and subsidies under the provisions of this ordinance. 

(e) In event of sale, transfer or assignment of any tax-exempt or subsidized 
business or industry hereunder, the exemption or subsidy granted shall not be 
extended beyond the period originally authorized by the Tax Exemption Board. 


PAYMENT 





OF SUBSIDIES—REPORT 


Section 4. (a) The Commissioner of Finance shall compute and determine 
annually the specific amount of the subsidy to which each person, firm or cor- 
poration granted a subsidy hereunder is entitled, and he is hereby authorized to 
make payment of said subsidy in each case to the person, firm or corporation 
entitled to receive Same from funds available in the special funds in the general 
treasury of the Municipality of St. Thomas and St. John hereinafter created in 
section 10, and the Municipal Council of St. Thomas and St. John will appro- 
priate sufficient funds in each annual budget to carry out the provisions of this 
ordinance. 
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(b) The Commissioner of Finance shall determine and publish annually, as 
a public document, the amount of subsidies or tax exemptions granted to each 
firm enjoying the benefits of this act. 


TAX EXEMPTION BOARD—DUTIES AND POWERS 


Secrion 5. (a) The provisions of this Ordinance shall be administered by a 
Tax Exemption Board, which is hereby created, subject to the supervision of 
the Governor. The Tax Exemption Roard shall be comprised of the Commis- 
sioner of Finance, two representatives of Business and two representatives of 
Labor, to be appointed by the Governor, by and with the advice and consent of 
the Municipal Council. The members of the Board shall serve for two years, 
and until their successors are appointed and qualified and shall be eligible for 
reappointment. The members of the Tax Exemption Board, appointed pursuant 
to section 3 (a) of Bill No. 67, approved August 17, 1951, as amended, shall 
serve as members of the Tax Exemption Board and, until their successors are 
appointed, confirmed and have qualified, are hereby designated as the Tax Ex- 
emption Board created by this law. They shall be entitled to travel allowance 
and such other compensation as may be provided in the Municipal Budget. 
Members of the Board may be removed by the Governor for cause. 

All applications for tax or fee exemptions and for the granting of subsidies 
under this ordinance shall be made to the said Board. In the performance of 
its duties hereunder the said Board shall exercise the following powers and 
authority, subject to the approval of the Governor: 

1. Conduct preliminary hearings, after due notice to all interested parties, 
with respect to applications for tax or fee exemption and for the granting of 
subsidies hereunder. At such hearing the Board shall determine whether 
(1) the proposed new enterprise is one which can reasonably be expected to 
qualify as a new business or industry under the provisions of this Ordinance; 
and (2) whether not less than $10,000 will be required and available for its 
establishment. On the basis of its findings, and not later than 60 days after 
receipt of application, the Board shall recommend to the Governor that the 
application be approved or disapproved, and in the event approval is recom- 
mended that a temporary certificate of tax or fee exemption, or qualification for 
subsidy be issued to the applicant conditioned upon actual compliance with the 
provisions of the law within a stated period. 

2. Upon application of any person granted a temporary certificate in ac- 
cordance with the preceding paragraph, or upon the expiration of any time limit 
set in such a certificate, as the case may be, recommend to the Governor the 
final approval or disapproval of applications made hereunder; provided that 
if the Governor shall fail to either approve or disapprove the application within 
thirty days after receipt of the Board’s recommendation the same shall at the 
end of such period be deemed approved. 

3. Recommend to the Governor, after notice and hearing, the revocation of 
any tax or fee exemption or denial of any subsidy for the unexpired portion 
of the period for which granted in the event of the failure of a person, firm or 
corporation to which such exemption or subsidy was granted to comply with the 
provisions of this ordinance, and rules and regulations issued in accordance 
therewith. 

4. Adept rules and regulations, subject to the approval of the Governor. 

(b) Decisions of the Board as to questions of fact shall be deemed final in 
any proceedings of any court except in such cases as it shall be conclusively 
shown that any such decision was arrived at by arbitrary or fraudulent means. 

Section. 6. The Board shall prescribe the procedure for all applications for 
tax or fee exemption and for subsidies, and shall give public notice in all local 
newspapers published and of general circulation in the Municipality of St. 
Thomas and St. John of all applications. Any person, firm, or corporation in- 
terested in the approval or disapproval of an application may file a written 
statement with the Board prior to the hearing on such application. 


HOTELS AND APARTMENT HOUSES 


Section 7. (a) Notwithstanding other provisions thereof, hotels shall be 
eligible for the tax or fee exemptions and the subsidies provided for in this 
ordinance; and for the purposes of this provision a hotel shall be considered any 
establishment for the accommodation of the public, including housing and 
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feeding of paying guests, and any cottage resort affording the above accom- 
modations, in which at the time of application of tax or fee exemption or for 
subsidy there is a demonstrable capital investment of at least one hundred 
thousand ($100,000) dollars; provided that application for tax or fee exemp- 
tion and the granting of subsidies hereunder shall be made no later than De- 
cember 31, 1955. A subsidy shall be allowed over a period of ten years begin- 
ning not earlier than January 1, 1949, to all stockholders or partners in any 
hotel in any amount equal to 75 percent of the income tax actually paid into 
the Municipality by any such stockholders on the dividends or profits derived 
by any such stockholders or partners from the operation of the hotel covered 
under this law; provided that the period of ten years referred to in this section 
shall be retroactive in effect and shall apply to all stockholders and partners 
of hotels covered under this ordinance. 

(b) Notwithstanding other provisions of this ordinance, the business of 
construction and operation of apartment houses for rent shall be eligible for 
the tax or fee exemptions and the subsidies provided for in this ordinance, 
provided there is a demonstrable capital investment of at least five hundred 
thousand ($500,000) dollars; provided further, that application for tax or fee 
exemption and the granting of subsidies hereunder shall be made no later than 
December 31, 1955. A subsidy shall be allowed over a period of ten years, 
beginning not earlier than January 1, 1953, to all stockholders or partners in 
a business of construction and operation of apartment houses for rent covered 
under this ordinance in any amount equal to 75 percent of the income tax 
actually paid into the Municipality by any such stockholders or partners from 
the operation of the business of construction and operation of apartment 
houses for rent covered under this ordinance. 


GENERAL PROVISIONS 


SEcTION 8. Upon the recommendation of the Board tax or fee exemptions 
and subsidies as herein provided for shall be granted in the name of the Govern- 
ment of the Virgin Islands by the Governor. 

SEcTION 9. Not less than seventy-five (75%) percent of all persons employed 
in any new industry subject to this Law shall be legal residents of the Virgin 
Islands ; provided that the Board shall have the right to grant temporary permits 
to any new industry applying for or receiving benefits under this Law to employ 
a greater percentage of non-residents of the Virgin Islands, when it is conclu- 
sively proven to the Board that residents with the necessary ability to perform 
the services required are not available within the Virgin Islands and the industry 
is or will be greatly handicapped as a result and provided further that the Board 
shall revoke or modify the permit whenever it appears that the necessary serv- 
ices have become available within the Virgin Islands. The permit shall be 
granted only upon application of the new industry and after a public hearing 
has been held and all interested persons given an opportunity to be heard. Public 
notice shall be given in all newspapers of the Virgin Islands of the date, time, 
place and nature of the hearing and the subsequent decision of the Board. 

The Board shall have authority to make investigations to determine whether 
the provisions of this section are being adhered to. 

The word “resident” for the purpose of this law shall mean any person whose 
residence is established in the Virgin Islands and who has resided continuously 
in the Virgin Islands for not less than one (1) year. 

Section 10. Trade or excise taxes or import duties or income tax payments 
made by persons qualifying under this ordinance shall be covered into a special 
account in the Municipal Treasury. The proper officers are hereby authorized 
without further legislation to make refunds of such taxes authorized under this 
Act from the moneys in such special account. 

SecTION 11. No tax or fee exemption or subsidy granted hereunder shall be 
revoked, modified, or rescinded under paragraph 3 of section 5 (a) hereof, with- 
out notice and hearing under such rules as may be promulgated by the Board 
from time to time. 

Section 12. If any provision of this ordinance or the application thereof to 
any person or circumstance is held invalid, the remainder of the ordinance and 
the application of such provisions to other persons or circumstances shall not 
be affected thereby. 

SEcTION 13. All laws, ordinances or parts thereof, in conflict with this ordinance 
are hereby repealed. 


90694—57 —54 
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Thus passed by the Municipal Council of St. Thomas and St. John on January 
14, 1954. 
Witness our Hands and the Seal of the Municipal Council of St. Thomas and 
St. John this 15th Day of January, A. D., 1954. 
JosepH A, GOMEZ, Chairman. 
Henry VY. RicHarps, Secretary. 


The above Ordinance is hereby sanctioned and approved. 

Witness my hand and the Seal of the Government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, V. I., this 25th day of January, 
A. D., 1954. 


[SEAL] Morris F. pE Castro, Governor. 


Britt No. 334 


THE NINTH MUNICIPAL COUNCIL OF ST. THOMAS AND ST. JOHN, 1953-1954 


ORDINANCE to Amend “Ordinance to Encourage the Establishment of New Business and 
Industries and the Promotion of Tourism in the Virgin Islands through the Granting 
of Exemptions from the Payment of Certain Taxes and Fees, and for the Granting of 
Special Subsidies, and for other Purposes,’ Approved January 25, 1954 


Be it enacted by the Municipal Council of St. Thomas and St. John in session 
assembled: 

That Ordinance to Encourage the Establishment of New Businesses and Indus- 
tries and the Promotion of Tourism in the Virgin Islands through the Granting 
of Exemptions from the Payment of Certain Taxes and Fees, and the Granting of 
Special Subsidies, and for other Purposes, Approved January 25, 1954, is hereby 
amended as follows: 

“Section 1. Subsection 3 (c) of the said Ordinance is amended to read as 
follows: ‘An industrial subsidy shall be allowed over a period of ten years begin- 
ning not earlier than January 1, 1949, to all stockholders or partners in any new 
business or industry in an amount equal to 75 percent of the Income Tax actually 
paid into the Municipality by any such stockholders on the dividends or profits 
derived by any such stockholders or partners from the operation of the new busi- 
ness or industry covered under this law; provided that the period of ten years 
shall be retroactive in effect and shall apply to all stockholders and partners 
covered under Bill No. 67, approved August 17, 1951, and Bill No. 8, approved 
June 25, 1949.’ 

“SECTION 2. Subsection 3 (d) of the said ordinance is amended to read as 
follows: ‘The period of ten years referred to in this section shall be retroactive 
in effect and shall apply to all new businesses, industries and hotels which have 
been granted exemption and subsidies under the provisions of Bill No. 67, ap- 
proved August 17, 1951, and Bill No. 8, approved June 25, 1949.’ 

“Section 3. The last proviso in subsection 7 (a) of said ordinance is amended 
to read as follows: ‘provided that the period of ten years referred to in this 
section shall be retroactive in effect and shall apply to all stockholders and 
partners of hotels covered under Bill No. 67, approved August 17, 1951, and 
Bill No. 8 approved June 25, 1949.’ ” 

Thus passed by the Municipal Council of St. Thomas and St. John on Febru- 
ary 11, 1954. 

Witness our Hands and the Seal of the Municipal Council of St. Thomas and 
St. John this 11th Day of February, a. p., 1954. 

JosepH A. Gomez, Chairman. 
Henry V. Ricuarps, Secretary. 
The above Ordinance is hereby sanctioned and approved. 
Witness my hand and the Seal of the Government of the Virgin Islands of the 


United States at Charlotte Amalie, St. Thomas, V. I., this 16th day of February, 
A. D., 1954. 


[SEAL] Morris F. pe Castro, Governor. 
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Brix. No. 349 


THE NINTH MUNICIPAL COUNCIL OF ST. THOMAS AND ST. JOHN, 1953-1954 


ORDINANCE to Amend “Ordinance to Encourage the Establishment of New Businesses and 
Industries and the Promotion of Tourism in the Virgin Islands through the Granting 
of Exemptions from the Payment of Certain Taxes and Fees, and the Granting of 
Special Subsidies, and for other Purposes,” Approved January 25, 1954, as amended 


Be it enacted by the Municipal Council of St. Thomas and St. John in session 
assembled: 

Section 1. Section 3 of “Ordinance to Encourage the Estabiishment of New 
Businesses and Industries and the Promotion of Tourism in the Virgin Islands 
through the Granting of Exemptions from the Payment of Certain Taxes and 
lees, and the Granting of Special Subsidies, and for other Purposes,” Approved 
January 25, 1954, as amended, is hereby further amended by addition of the 
following sub-sections: 

“(f) Each bona fide resident of the Municipality of St. Thomas and St. John 
and each firm or corporation organized and doing business in said Municipality 
shall for a period of ten (10) years from July 1, 1954, be entitled to a subsidy each 
year in an amount equal to fifty (50) percent of the income tax paid on that 
portion of his or its income derived from the purchases or sales of stocks, bonds 
and all other kinds of securities or debentures of whatever character purchased 
or sold each year through an investment company or corporation organized and 
authorized under the laws of the Municipality of St. Thomas and St. John to 
engage in the business of purchasing and selling stocks, bonds, and other securi- 
ties or debentures. 

“(g) The following words appearing at the end of section 1 of Title II, Chapter 
26 of the Code of Laws of the Municipality of St. Thomas and St. John, dealing 
with the incorporation of Business Corporations are hereby deleted: ‘except for 
the purchase of banking, insurance, brokerage, or loan trust and guaranty asso- 
ciations.’ 

“(h) No firm, company, or corporation shall engage in an investment broker- 
age business for the purpose of buying and selling stocks, bonds, and other securi- 
ties or debentures to and for others without first securing a license or authoriza- 
tion to engage in said business signed by the Government Secretary of the Virgin 
Islands. No such license shall issue, unless: (a) the firm, company, or corpora- 
‘ion deposits in a Reserve Account with a Bank, designated by the Government 
Secretary, fifty thousand ($50,000) dollars in cash or in interest-bearing United 
States Government Obligations; (b) each incorporator and member of the Board 
of Directors is a bona fide resident of the Municipality of St. Thomas and St. 
John.” 

Thus passed by the Municipal Council of St. Thomas and St. John on March 30, 
1954. 

Witness our Hands and the Seal of the Municipal Council of St. Thomas and 
St. John this 380th Day of March, A. p., 1954. 

JosePH A, GoMEz, Chairman. 
Henry V. RicHArpDs, Secretary. 


The above Ordinance is hereby sanctioned and approved. 

Witness my hand and Seal of the Government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, V. L., this Ist day of April, 
A. D., 1954. 


[SEAL] Morris F.. peECastro, Governor. 


APPENDIX G 
TMT TRAILER FERRY, 
New York, N. Y., March 1, 1957. 
Mr. ARTHUR PERLMAN, 
Staff Director, Public Works and Resources Subcommittee of the Commiitee 
on Government Operations, House of Representatives, Washington, D. C. 

DeaAR Mr. PERLMAN: I refer to your original letter of January 24, 1957, and 
my acknowledgement of January 30, 1957. 

In answer to the questions outlined by you, we are furnishing the following 
pertinent information as reflected from our files and statements of the indi- 
viduals having knowledge relative thereto, together with copies of certain docu- 
ments being also forwarded herewith: 
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1. A deseription of Mrs. Bartlett’s. duties, responsibilities, and authority as 
your agent. 

Mrs. Juana Bartlett is traffic representative for TMT Trailer Ferry, Inc., in 
St. Croix, V. I. As such, she solicits outgoing freight from the Virgin Islands 
and represents the company in receiving incoming freight to St. Croix from other 
points. Her authority is limited to solicitation, subject to confirmation on gen- 
eral commercial cargo by the traffic department of TMT Trailer Ferry, Inc., in 
accordance with published tariffs, She also maintains company records, under- 
takes necessary correspondence, cuts bills of lading on outgoing shipments, super- 
vises the distribution of cargo upon arrival and distribution in St. Croix in 
cooperation with the captain of the vessel, and collects payments where appro- 
priate from consignees or shippers, as the case may be. She handles customs 
documents where appropriate and clears the vessel with customs authorities in 
cooperation with the captain of the vessel. She hires, where necessary, hourly 
labor to assist in loading the ship and distributing and collecting of freight 
on the island. 

2. Description of work actually performed by Mrs. Bartlett. 

See answer to 1. 

3. Monthly and total compensation paid Mrs. Bartlett and basis for payment 
(i. e., monthly salary, hourly salary, commissions, etc.). 

Mrs. Bartlett is paid a salary of $50 per week. This is the salary she has 
received since date of original employment. She has not been paid on any othe: 
basis nor has she been granted commissions and/or bonuses. 

4. Date contract was entered into between Virgin Islands Corporation and 
TMT Trailer Ferry, Inc. 

The first charter party entered into between the Virgin Islands Corpora- 
tion and TMT Trailer Ferry, Inc., was dated March 14, 1955. <A copy is attached. 

5. Date of employment of Mrs. Bartlett. 

Mrs. Bartlett was employed on July 5, 1955, according to records of the com- 
pany. A copy of the personnel record is attached. 

6. Experience and other factors which you considered as qualifying Mrs. Bart- 
lett for employment as your agent; and 

7. Full statement of circumstances leading to Mrs. Bartlett’s employment (i. e., 
did she apply for position as result of advertisement, informal conversation, etc.’ 
How was her availability for employment made known to you and on what basis 
was she selected instead of other available representatives in St. Croix). 

See attached memorandum by Mr. Eric Rath, president, TMT Trailer Ferry, 
Inc., reflecting circumstances surrounding employment of Mrs. Bartlett. 

8. Name of your agent on St. Croix prior to Mrs. Bartlett’s employment and 
reasons for termination of prior agent’s services. 

Mr. O. C. Wilson was retained on a commission basis by TMT for a limited 
time during 1955. Mr. Wilson was retained on the basis of writing a letter to 
our organization, a copy of which is attached. 

Mr. Wilson was released by reason of services not believed satisfactory by 
the company and because it was believed that it was necessary to hire an exclu- 
sive agent and not one whose other agency retainers might be inconsistent with 
the interests of the company. In this connection, Mr. Wilson represented, on 
commission, several other shipping organizations who were actually or potenti- 
ally competitors of TMT Trailer Ferry, Inc. See also contents of statement by 
Mr. Eric Rath. 

9. Total volume of shipments carried by TMT to and from St. Croix (separately 
stated) in calendar year 1956 and revenues received or due TMT for each; and 

10. Total volume of shipments carried by TMT to and from St. Croix in calen- 
dar 1956 for the Virgin Islands Corporation and revenues received or due TMT 
for each. 

See attachments. 

It is to be noted that the attachments reflect sugar shipments for 1955 both 
under charter and not under charter, as well as commercial shipments other than 
sugar for-1956, including and separately stated by volume and dollar revenue 
for commercial and Virgin Islands Corporation. 

I am also attaching other documents which may be of possible interest to you 
in connection with your inquiry. 

I believe it is also pertinent to observe that under the arrangements with 
the Virgin Island Corporation all expenses at Savannah for unloading of the 
sugar were billed against the cargo and deducted from the gross revenue, which 
as it subsequently developed, was considerably higher than anticipated and in 
several instances occasioned a loss to TMT in handling of this cargo. It is fur- 
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ther pointed out that the arrangements made were at considerable savings to 
the government for the movement of this cargo over that previously contracted 
for under common carrier and/or charter arrangements with other shipping 
companies. 

Please be assured it is our desire to be completely at your service in furnishing 
you any information which may assist you and the committee in connection with 
your current inquiry. 

Very truly yours, 
TMT Traiter Ferry, INC., 
RICHARD ©. GODFREY, 
Executive Vice President. 


SALARIED EMPLOYEE RECORD 


Branch: St. Croix, V. 1. 

Name: Juana F. Bartlett. 

Address: Vicorp, Christiansted, St. Croix. 
City: Christiansted, St. Croix. 

Telephone No. C—204. 

Social Security Number: Application on file. 
Single or married : * Married. 

Number of dependents: None. 
Withholding status : * None. 

Position: ‘Traffic representative. 
Salary: $50 per week. 

Date hired: July 5, 1955. 


Miami, Fua., February 28, 1957. 
To: Mr. R. C. Godfrey. 


From: Eric Rath. 
Re Mrs. Juana Bartlett. 


I knew Dr. Kenneth Bartlett first on Thanksgiving Day, 1954. At that time, 
we discussed the possibility of moving sugar in bags of the Virgin Islands Corpor- 
ation to the United States. In those days, we had received correspondence from 
an individual named Mr. O. C. Wilson in Frederiksted. Mr. Wilson proposed to 
be our agent. I saw Mr. Wilson at the same time, and Mr. Wilson’s organiza- 
tion and facilities did not inspire the confidence we wanted from a steamship 
agent. I looked hard to find another agent, but I found that the only agents 
were those working for our competitors, who were either unwilling or unable to 
enter our business. 

After we had transported several voyages of sugar, we purchased the LST, 
now called the TMT Virgin Isles. This was done in order to give service between 
Puerto Rico and the Virgin Islands in connection with our service from the 
United States to Puerto Rico. 

I believe that Mr. Wilson only handled our vessel once or twice, because he was 
not capable of carrying out the functions of a steamship agent in the area. There- 
fore, whenever we had sugar ships in there, we had to send people from the 
United States to attend the loading and the agency matters of the vessel. This 
caused us great cost. Therefore, as soon as we were ready with the TMT Virgin 
/sles service, we required a capable person to act for us. I discussed the possi- 
bility of hiring a qualified person with Dr. Bartlett and several people in Chris- 
tiansted, and I was told that, unfortunately, there was nobody available who had 
the necessary experience and qualifications, or had any desire to work for the 
amount of money such a job would offer. Mrs. Juana Barlett happened to be 
present at one of the discussions I had with Dr. Bartlett in which I told him how 
difficult it was to find a person willing and able and of good intelligence to take 
care of our particular needs, and Mrs. Bartlett expressed a willingness to help 
us until we could find such a person. Mrs. Bartlett had been a secretary in a 
government office in Puerto Rico for some time, knew how to type, how to get 
along with people, and how to handle small account matters which are necessary 
in connection with the freight business. In addition, she was well acquainted 
with the islands and the people who would be interested in the services of TMT. 
We gladly accepted her offer to work for us at what we would call a nominal 


1 Inform Miami Accounting Offices when status changes. 
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salary, and gave her an assistant in the form of a truck driver. Mrs. Bartlett 
uses her own typewriter and her own automobile, and has been of great assistance 
to us. 

We have not forgotten, with Mrs. Bartlett’s constant remindings, that she 
would like to resign from the job and would like to have another person fill it. 
To this day we have not been able to find someone capable. We have now gone so 
far as to send a couple from Miami who will function in both of the Virgin 
Islands, after our offer was refused by people who could have been available. 

Mrs. Bartlett had, to my knowledge, nothing or very little to do with our busi- 
ness as a Viecorp. Vicorp’s main business with TMT, after Mrs. Bartlett came 
to work for us, was the carriage of sugar in the year of 1956. This was put on 
a bid basis, and since, as far as I know, no one else bid, TMT got it. I realize 
that we got this also because our rates were far below the going charter rates. 

Vicorp has sent materials with TMT from the United States to Puerto Rico 
at times, and these were mainly vehicles and heavy machinery from the southern 
district and controlled by the Atlanta office of the General Services Administra- 
tion. Mrs. Bartlett had nothing to do with the routing of these shipments, and 
all shipments were handled by tariff. 

I hope this statement clarifies the situation, and we have asked Mrs. Bartlett 
to stay on with us until we can get new people to replace her. 


APPENDIX H 


GOVERNMENT OF THE 
VIRGIN ISLANDS OF THE UNITED STATES, 
Pustic WorKS DEPARTMENT, 
UTILITIES DIVISION, 
Charlotte Amalie, St. Thomas, February 18, 1957. 

Memorandum. 
To: Acting Commissioner of Public Works. 
From: Head, Utilities Division. 
Subject : Operations of motor tug Carpeake and water barge. 

The motor tug Carpeake arrived at St. Thomas, V. I., with the water barge in 
tow on June 6, 1956. 

From June 6 through June 18 there are no entries in the log book to show 
what wae done. 

Commencing with June 19, 1956, when Captain McLeod was ordered to re- 
port as master, the entries in the log book made by him, together with cor- 
respondence in the public works department files, have been used to establish 
the facts about repairs, reasons for delays and for not operating the water lifts, 
ete. 

Inspection on June 19 showed that two blades on the propeller of the tug were 
bent presumably from striking something on the trip from Baltimore to St. 
Thomas. 

Sometime between June 6 and 19, the water barge had been taken to St. 
Thomas Ship-Building & Drydock Co. to have leaks in several compartments 
welded. Inspection by Mr. Galiber and Captain McLeod showed very slow 
progress on the repairs and on July 3, 1956, at 2 p. m. the tug picked up the 
barge, on orders from Mr. Galiber, and brought it to the subbase so that re- 
pairs could be made by the public works department. Repairs to the barge were 
completed on August 1, 1956. 

The tug and barge left for Roosevelt Roads, P. R. on August 2, 1956. The 
barge was left there and the tug went to Puerto Rico Drydock & Marine Ter- 
minals, Ine., San Juan, P. R. for repairs. The spare propeller was installed to 
replace the bent propeller. Three holes in the hull and two holes in the rudder 
were welded. The hull was scraped and painted, and new zine antielectrolysis 
blocks were installed. The tug returned to Roosevelt Roads on August 6, 1956: 
the water barge was flushed out and filled, and the tug and barge left for St. 
Thomas at 11:15 p. m., arriving at St. Thomas at 10:40 a. m. August 7, 1956, 
with 235,000 gallons of potable water. 

On August 8, 1956, two leaks were found in the forward and aft ballast com- 
partments of the barge. Welding was started at once and was completed on 
August 17, 1956. 

On August 11, 1956, hurricane warnings were received and the tug dropped 
a salvaged mooring anchor and chain in Little Krum Bay and remained there 
until August 13, 1956. 
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On August 13, 1956, there were 4,080,000 gallons of potable water in storage, 
approximately 20 days supply. 

From August 17 to 29, 1956, cleaning, painting and general repairing was done, 
as well as repairs to electric capstan which broke down on August 23, and 
was not back in service until August 28, 1956. 

On August 29, food was put on board and the tug and barge left for Roose- 
velt Roads on August 30, returning to St. Thomas at 6:45 p. m. August 31, 
with 245,000 gallons of potable water. 

To eliminate payment of overtime for Saturday, Sunday, and Labor Day the 
barge was not pumped out until September 4, 1956. 

On September 5, the starting batteries on the tug were found to be “dead” 
and new batteries were installed on September 6, 1956. 

The following water lifts were then made: 
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[Gallons] 


Left 
8t. Thomas 


Sept. 6, 1956 
Sept. 12, 1956 
Sept. 17, 1956 


Arrived 
St. Thomas 


Sept. 


Sept. 13, 1956 
Sept. 18, 1956 


8, 1956 | 


Pumped out Quantity 








Sept. 10 and 11 


Oui. 14 OMG TE ccc cccocccnkuccccatunmisatingssanunniconton 
Bent. 19 GG Bidnccengannscnshidabiggttaaaieennmescnscqesne 


245, 000 
250, 000 
250, 000 


The voltage regulator and battery charger were being repaired from Sep- 
tember 19 to 22, 1956. 

On September 5, 1956, Mr. Villa, acting head, utilities division, wrote Com- 
mander Pratt, United States Coast Guard, San Juan, concerning operation of 
the tug and barge. Commander Pratt replied in a letter dated September 10, 
which stated briefly that: “Under Federal law it was required that there be 
a written agreement between the master and seamen, rather than a contract 
or other agreement between the seamen and the Virgin Islands Public Works 
Department. The usual method is for the crew to sign on regular shipping 


articles and they can be for a period of 6 months.” 


Discussion of this with the Personnel Division of the Department of Insular 
Affairs, questions regarding provision of food for the crew, rates of pay, and 
other matters continued until Mr. Villa resigned as acting head, utilities divi- 
sion, on October 28, 1956. 

When I became acting head, utilities division, on November 4, 1956, there was 
no insurance on the tug and water barge and the unobligated balance available 
for operation stood at $1,765.44, which would be sufficient to pay the master 
and crew for about 414 weeks, provided there were no other expenses. The 
cost of insurance on the tug and barge quoted by Lloyd’s of London was 
$12,219.35. 

This account status was called to Mr. Galiber’s attention at that time and 
he agreed that the tug and barge should not be operated without insurance. 
Mr. Galiber wrote Governor Gordon on November 14, requesting his help in 
having funds released by the Department of the Interior under authority bill 
No. 283, Act No. 117, First Legislature of the Virgin Islands, first regular ses- 
sion, 1956, an act to provide for essential public projects; amount $75,000. 

The advice of allotment was dated November 23, 1956, and insurance was 
placed on the tug and barge on verbal instructions from the Government Secre- 
tary to do so at once. 

On November 26, the Governor ordered the tug sent to Guayanilla, P. R., 
to tow five lighters to Frederiksted, St. Croix. These lighters had been pur- 
chased to replace the ones destroyed in a storm and the job was “disaster relief 
work.” The tug left at 8:20 p. m. on November 26, made two trips between 
Guayanilla, P. R., and Frederiksted, St. Croix, and returned to St. Thomas 
December 1, 1956, at 4: 10 p. m. 

Maintenance and repair work on the tug and barge were carried on from 
December 3 through 7, 1956. 

On December 7, 1956, Mr. Galiber told me that even though the matter of the 
shipping articles had not been settled, that because the potable water in storage 
had fallen to 2,068,000 gallons or approximately 10 days’ supply, we would start 
the water-lift operation as soon as possible. 

Accordingly on December 7, 1956, I issued instructions to Captain McLeod 
to start for Roosevelt Roads, P. R., on Monday, December 10, 1956. 
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On December 7, 1956, at 5 p. m.. I was advised that I had been suspended 
from the job temporarily because I could not be paid any longer on an emer- 
gency appointment basis, and would have to stay off the job until my appoint- 
ment came through. I was notified to return to work on December 14 about 
1:30 p. m. 

During this time the tug, on order from the Governor, had gone to Frederik- 
sted, St. Croix, on December 9 at 11: 50 a. m. to protect the lighters there from 
damage in a storm. The tug returned to St. Thomas on December 10 at 12:10 
p. m. 

December 11 through 13 were spent getting food, fuel oil, and other supplies 
aboard the tug, and getting an emergency pump running and aboard the barge 
to use if any leaks developed in the barge while at sea. 

When I returned to work on December 14 at 2 p. m., the tug and barge had 
left for Roosevelt Roads, P. R. 

Starting December 14 the following water lifts have been made: 











[Gallons] 
Left St. | Arrived Pumped out Quantity Remarks 
Thomas St. Thomas 
| 
—| 4 eh Saas 
Dec. 14,1956 | Dec. 15,1956 | Dec. “Jani 18___..- 247, 000 | 
Dec. 18,1956 | Dec. 19,1956 | Dec, 19.......------ 248, 000 
Dee. 20,1956 | Dec. 21,1956 | Dec. 21... -| 248, 000 
ne j 
Dee. 2 1086 (2 Onristanas holidays. 
Dee. 26,1956 | Dec. 27,1956 | Dec. 27 and 28_____- 248, 000 | 26 and 27 legal holidays. 
Dec. 28,1956 | Dec. 29,1956 | Dec. 29_......-.--_. 248, 000 
Dec, 31, 1956 |..--.--.- nhileianeiolaieioiine Scand .....| Repairing emergency pump. 
Jan. 2,1957{ Jan. 3,1957 | Jan. 3.___- Ane, 248, 000 
Jan. 4,1957; Jan. 65,1957 | Jan. 5..-..........- 245, 000 
Jan. 7,1957 | Jan. 8,1957 | Jam, 8._........--.. 245, 000 
Jan. 91957 | Jan... 10,1957 | Jan. 10._........... 250, 000 
Jan. 11,1957 | Jan. 12,1957 | Jan. 12 and 15___- 250,000 | (13th was Sunday.) 
Jan. 14,1957 | Jan. 15,1957 | Jan. 15._.........-- 248, 000 | 
Jan. 16,1957 | Jan. 17,1957 | Jan. 17- otha 248,000 | Water pump failed. 
Jan. 18,1957 | Jan. 15,1957 | Jan. 19 and 20....-.| 195,000 | Spare water pump broke connecting 


rod. Borrowed 2 fire pumps from 

Virgin Islands Corporation; 1 wouldn’t 

pump at all, other failed after 3 hours’ 

pumping. 

SET GEFEN Eerak i Rabhane pines Siku tana cnncetaecklaaeed \Storm warnings, harbormaster said tug 

Jan, 22, 1957 a a eal ME tala must not go out. 

Jan, 23,1957 | Jan, 24,1957 | Jan. 24 and 25____-- 248,000 | One engine of tug blew cylinder head 
| gasket and had to be stopped. Dis- 
| | covered rudder cables on tug worn 

| half-in-two and towing bridle on 

barge badly worn. 





BU, PRE Wiketh os abeuutlugancccadbaosevnasten aaa Called West Indian Co. to come and 
sweat ends on cables. Mr. Galiber 
called Mr. Jacobson from Dt. Croix 
| to replace rudder cables. Tug engi- 

neer repaired the engine. Engine 
| repairs finished at 11 p. m. Jan. 26, 
} 1957. 

Jan, 27,1957 | Jan. 28,1957 | Jan. 28...........-.. | 248,000 | (Jan. 27 was Sunday.) 

Jan. 29,1957 | Jan. 31,1957 | Jan. 31...-- sen 248, 000 | Jan. 30, too high seas to leave Roosevelt 

| | Roads. 

Feb. 1, 1957 |-- ‘ pk cictitedneviésiin. be | Silanes Storm warnings. Harbormaster says 

| | tug must not go out. 

Feb. 2,1957 | Feb. 3,1957 | Feb. 3,4, and 5.___-| 248,000 | (Feb. 3 was Sunday.) Trouble with 

| water pump. 

Feb. 4, 1957 sits nieriaeneeaiee - 

Feb. 5, 1957 |--- ite socal ae : ....-\||Storm warnings. Harbormaster says 

Feb. 6, 1957 |....- ; ae Lave ASledgees os | tug must not go out. 

Feb. 7, 1957 |--- : | et ia usctanstad ‘ 

Feb. 8,1957| Feb. 9,1957 | Feb. 9 and 10______| 248, 000 


Feb. 10,1957 | Feb. 11,1957 | Feb. 11 and 12-_- 248,000 | Starboard aft engine on tug blew head 
gasket. Other 3 engines overheated 
and had to be stopped for 3 hours. 
Distributor on pump engine had to 

be repaired on Feb. 11, 1957. 

Feb. 17, 1957 


Feb. 18, 1957 |_....-..-.-- af j Tug engineer repairing disabled engine. 
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APPENDIX I 
FEBRUARY 2, 1956. 
His Excellency WALTER A. GORDON, 
Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


Dear GOVERNOR GORDON: Complying with your request I beg to report that 
as of February 1, 1956, there was in storage in the public cisterns and tanks 
under the jurisdiction of this Department 10,040,000 gallons of fresh water. 

Respectfully, 
Rupotpn B. GALiseR, 
Acting Commissioner of Public Works. 


MARcH 2, 1956. 
Memorandum for His Excellency WALTer A. GoRDON, 


Governor of the Virgin Islands. 
The following amount of water was in storage in cisterns and tanks controlled 
by the potable water system, as of March 2, 1956: 9,225,000 gallons. 
Rainfall in February 1956, 3.79 inches. 
Enclosed is a report of potable water consumption of the Virgin Islands Hotel. 
RupoieH B. GALIBer, 
Acting Commissioner of Public Works. 


APRIL 3, 1956. 
Memorandum for His Excellency, the Governor. 
The following amount of water was in storage in cisterns and tanks, controlled 
by the potable water system, as of April 1, 1956: 6,613,000 gallons. 
Rainfall in March 1956, 1.20 inches. 
Rupowtpex B. GALIBER, 
Acting Commissioner of Public Works. 


Apri 11, 1956. 
Memorandum to His Excellency, the Governor. 


Water in public storage facilities as of noon, April 11, 1956, is as follows: 


Gallons 
Potable water system, Bourne Field and Submarine 3, 500, 000 
Public cisterns in city 


5, 187, 000 
Demand is 200,000 gallons per day, hence only 18 days’ supply available. 


Rupo.ten B. GALIBER, 
Acting Commissioner of Public Works. 


April 26, 1956. 
Memorandum to His Excellency, the Governor. 
Water in public storage facilities as of April 25, 1956, is as follows: 


Gallons 
Potable water system, Bourne Field and Sumbarine Base 8, 150, 000 
Public cisterns in city (estimated) 


This is 15 days’ supply. 
RupoipH B. GALIBER, 
Acting Commissioner of Public Works. 
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May 3, 1956. 
Memorandum to His Excellency, the Governor. I 


Water in public storage facilities as of May 3, 1956, is as follows: 


Gallons 

Potable water system, Bourne Field and submarine base______-_______ 2, 000, 000 
Public cisterus in city: (estimated ) iii ele ek ck 1, 500, 000 v 
———______. a 
Sitios Sin ta OS Sate eu Scale 3, 500, 000 b 
This is 10 days’ supply. 
Rupo.eH B. GALIBER, B 
Acting Commissioner of Public Works. tk 
May 7, 1956. t 
Memorandum to His Excellency, the Governor. t 
Water in public storage facilities as of May 7, 1956, is as follows: Potable 
water system, Bourne Field and submarine base, 2 million gallons. ( 
This is 10 days’ supply. 


RupoutpeyH B. GALIBER, 
Acting Commissioner of Public Works. 


May 12, 1956. 
Memorandum to His Excellency, the Governor. 
Water in public storage facilities as of May 11, 1956, is as follows: 


Gallons 
Potable water system, Bourne Field and submarine base___-_________~- 1, 850, 000 
Puopite: costeren in cate  Cemblraate ) a oon er nin enue 1, 800, 000 
I ariel dese tia Matsa ine chasiprapadinn diamepaiedhe mam ada deo nk sedate ca nies tieciiaies ie 3, 650, 000 


This is 9 days’ supply. 
Rupo.ieH B. GALIBER, 
Acting Commissioner of Public Works. 


MaAy 18, 1956. 
Memorandum to His Excellency, the Governor. 


Water in public storage facilities as of today’s date is as follows: 


Gallons 
Potable water system, Bourne Field and submarine base_____----_-- 1, 250, 000 
Public ciaterne in: City  Cestimateg) oe eh te eee 1, 500, 000 
SS oo a es er) aE dn incest angeeoncieneuasiguiaiie ite Mae a 


This is about 6 days’ supply. 
Rupowten B. GALIBER, 
Acting Commissioner of Public Works, 


MAY 28, 1956. 
Memorandum to His Excellency, the Governor. 


Water in public storage facilities as of May 28, 1956, is as follows: 


Gallons 
Potable water system, Bourne Field and submarine base_____----_--_- 1, 800, 000 
Puaplic citterss in city (estimated) 0... kee elas 1, 500, 000 
PN a5, ses een eh erat St i citer crenata serdenmangindatin eolinen 3, 300, 000 


This is 9 days’ supply. 


RvupoteH B. GALIBER, 
Acting Commissioner of Public Works. 
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SEPTEMBER 27, 1956. 
Hon. CHARLES K. CLAUNCH, 
Acting Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


DeaR Mr. CLAuNCH: This is to advise you that the motor tug Carpeake and 
water barge have been detained in St. Thomas for the past few days pending 
a decision by you as to the personnel status of the tug master and crew mem- 
bers. 

There are specific Federal maritime laws which are in conflict with the Vir- 
gin Islands government’s personnel laws with respect to the tugboat employees. 

Before the motor tug Carpeake can continue the waterlifts the following will 
have to be effected by your office. 

You will have to issue a directive to the public works department with copies 
to the personnel division removing employees on the motortug Carpeake from 
the merit system laws. As soon thereafter the public works will have to com- 
ply with the Federal maritime laws with respect to the seamen on the tugboat. 

nelosed please find correspondence from acting head of utilities division, and 
Comdr. W. E. Pratt, United States Coast Guard. Also enclosed are Federal 
Statutes which apply to the operation of motortug Carpeake and barge. 

Very truly yours, 
RupoieH B. GALIBER, 
Commissioner of Public Works. 


SEPTEMBER 28, 1956. 
Memorandum to: Commissioner. 
From: Acting Head, Utilities Division. 
Subject: My Policy Directive Establishing a Procedure For Victualing the 
Carpeake 

This memorandum is in reply to your letter dated September 27, 1956, con- 
cerning the subject policy directive. 

As I intimated to you in conference this week, I had suspected that the Gov- 
ernment was operating the Carpeake illegally for several weeks before my sus- 
picions were confirmed by Commander Pratt. 

I therefore phased the victualing procedure with title 46, chapter 18, section 
713 of the United States Code in mind. According to this provision of the code, 
seamen may not be refused provisions while in port. 

Had I included an express stipulation denying the crew provisions while in 
port, I should have been in violation of Federal law. 

I must therefore refuse to “correct” the subject policy directive as directed in 
your letter. 

Justus A. VILLA, 
Acting Head, Utilities Division. 


OcTOBER 3, 1956. 
Hon. WALTER A. GORDON, 
Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


DEAR GOVERNOR GorDON: This is in reply to our discussion of some time ago 
with regard to Policy Directive No. 2: Section 3 issued by Mr. Justus A. Villa, 
acting head, utilities division. 

The directive deals with the issuance of victuals aboard the motor tug 
Carpeake. 

Enclosed please find memorandum from Mr. Villa with regard to the policy 
directive No. 2. It appears that Mr. Villa was complying with Federal mari- 
time laws in connection with the operation of the tugboat. It is my under- 
Standing that Commander Pratt of the United States Coast Guard in San Juan 
has conferred with Mr. Villa on several occasions on the matter of the operation 
of the tugboat in order to comply with Federal law. 

No water lifts are being made at this time since the entire matter of the opera- 
tion of the tugboat and barge has been referred to you for further instructions. 
It is felt that this department can carry out the operation of water lifts on a 
smooth basis. However, since you have inferred to me that matters concerning 
the tugboat be referred to you for action, we have refrained from further opera- 
tion until you have directed us to operate in accordance with your requirements. 

Very truly yours, 
RupoiPH B. GALIBER, 
Commissioner of Public Works. 
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NOVEMBER 14, 1956. es 
Hon. WALTER A. GoRDON, 


Governor of the Virgin Islands, D 
Charlotte Amalie, St. Thomas, V. I. 
DeaR GovERNOR GorpoN: In order that we may comply with Federal law in 
the operation of the tugboat and water barge, it appears that an order from — 


you to the personne! division would be necessary. Mt 
Captain McGregor discussed the wages, hours, and general working condi- "ep 


tions thoroughly with the crew, and then with Mr. Claunch and myself. He 
also explained the shipping articles which must be used in signing on the crew. 
This was one of the requirements given in a letter dated September 10 from 
Comdr. W. EB. Pratt of the Coast Guard at San Juan, P. I., concerning compliance 
with Federal laws covering maritime operations. 

Copies of the working agreement drawn up by Captain McGregor and the 
shipping articles are enclosed, and if they meet with your approval, you are 
requested to issue an order to personnel requesting them to comply with Federal 
maritime law in connection with salaries of the tugboat personnel. It is 
planned to retain these personnel in the merit system, but in accordance with 
the basic requirements of Federal maritime laws. 

Respectfully, 
RupDoLPH B. GALIBER, 
Commissioner of Public Works. 


Or 
APPENDIX J 


Record of water in storage, etc., St. Thomas, V. I. 











" Brought in by barges 
Date | Gallonsin | Spores Rainfall, pes gs 6 ay , ies ote 
storage | Matedays| “inches 
supply — 1 
| Owner Gallon 
1956 
July 23 3, 819, 000 | 19 0. 04 
24 3, 602, 000 | 18 . 04 i 
26 3, 450, 000 | 17 02 
27 3, 327, 000 16 0 ‘ 
30 | 3, 210, 000 16 0 
31 | 2, 876, 000 14 0 
Total |------------ io . 63 aca 
Aug. 1} 3, 000, 000 | 15 01 steed as 
2 2, 901, 000 | 14 | MO isi ' 
3 2, 786, 000 13 | Cie Bxhibinen 
6 2, 689, 000. | 13 0 cit : 
7 2, 367, 000 12 0 Virgin Islands government 235, 000 
- 2, 353, 000" | 12 0 baie 
q 2, 537, 000 13 . 03 
10 2, 206, 000 ll . 02 
| ae ppkaaneonnn 3. 80 se 
13 4, 080, 000 20 . 40 | 
14 3, 832, 000 19 01 
15 3, 368, 000 17 0 
16 3, 899, 000 19 . 
17 3, 822, 000 19 .03 
20 3, 894, 000 19 0 
21 3, 613, 000 18 0 
22 3, 500, 000 17 . 02 
23 | 3, 562, 000 18 . 08 4 
24 3, 408, 000 17 0 : & 
27 | 3, 204, 000 16 MBit akais : j wihtebhis 
28 2, 990, 500 5 ‘ bh . 
29 2, 833, 500 
30 2, 902, 000 a . 


31 2, 714, 500 


soc-.--| 245, 000 
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Record of water in storage, etc., St. Thomas, V. I.—Centinued 


Brought in by barges 


| 
Gallons in Approxi- Rainfall, 
storage mate days inches | 


supply 





, 619, 000 
, 585, 000 


13 


| 
| 
13 


2 
2 

2, 613, 500 | 13 
2, 404, 695 
"2, 
2, 


le ‘i aaa Virgin Islands government. -- 
325, 449 ll Seana aitdinaiinibedades 
296, 631 il 

2, 226, 348 ll 

2, 185, 813 

2, 310, 093 11 

2, 135, 66 

2, 206, | 1] 

2, 141, 169 | 10 

2, 178, 225 | ll 

2, 094, 10 Lickel iad 3 
10 ; (Note: Appropriation nearly used up, 
9 and personne! division question discus- 

9 | sion stopped operation of water lift.) 


Total 


Oct. 





, O72 | 

», 691 | 
, 800 

1, 347 

3, 658 
268 

, 664 

3, 335 

3, 970 

5, 892 

, 219 

5, 123 

, 208 
224 


_ 


3, 195 
27, 209 
, 537 
12, 537 
3, 049 
4107 
SOR | 


ON CR RO ee OTS 


=9 


2, 026 
3, 616, 851 
3, 677, 744 
3, 585, 668 
3, 459, 913 
3, 405, 133 
3, 247, 163 
3, 238, 550 
3, 026, 250 


3, 399, 863 

3, 416, 761 

3, 275, 387 

3, 107, 815 i sn aesttneatainaniite 

2, 980, 698 5 4 (Note: Tug sent to tow lighters to Fred- 
eriksted. Returned to St. Thomas on 
Dee. 1.) 

2, 837. 548 

2, 979, 787 

2, 987, 143 | 

2, 781, 028 | 


921 

, 794 

025 

507 i 2 

791 . (Note: Tug ordered to St. Croix by Gov- 
ernor on Dec. 9 to protect lighters. Re- 
turned Dec, 10.) 

965 

044 


, 253 
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Record of water in storage, etc., St. Thomas, V. I.—Continued 





| Approxi- | Brought in by barges 
| Gallonsin | mate days | Rainfall, 
storage supply inches 





} 
| 
} 
| 


Owner Gallons 





1, 273, 169 ; (Note: Mr. Darall suspended temporarily 
1. 161 pending appear ) 
, 161, 


"1,014, 36 
864, 
1, 164, 7 


963, 827 | 
1, 116, 759 


1, 038, 927 
848, 016 





Virgin Islands government - - inte oe 248, 000 

J. 8. Navy__..-- cae aoe 246, 000 
|V rirgin 1 Islands government . : 245, 000 
3 toasts soit coke . 247, 500 





‘iain Islands government...__.._._._____| 245, 000 


Vir gin Islands government ; CR ~” 950, 000 
et a 4 247, 000 


Vv ingin Isl: ands eovermment.............. 249, 000 
alam U.S. Navy aveinals cian 7, 000 
159, 732 ae a edi 
895, 350 4 Virgin Islands government... __- a 249, 000 
993, 952 | ie - ae hese 
074, 315 f .13|)V irgin Islands gov ernment______- socal 249, 000 

se ie ase aisnedctecconeen 247, 000 


Virgin Islands government Seer a ~~ 249, 000 
(Note: Storm warnings 21st and 22d. Tug 
could not go out.) 


| Virgin Islands government = .| 249, 000 
(Note: Repairing broken rudder cables 
and tow-ring cables and 1 engine until 
11 p. m., Jan. 26.) | 





od 248, 000 





(Note: Storm wees chsh ead at 
a ne ei ee . : 244, 600 

do iis : | 246, 026 
Virgin Islands | gov ernment ; 243, 002 


(Note: Storm warnings up through Feb. 7 7.) 


“IQ orm Noe 
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GOVERN MENT OF THE VIRGIN ISLANDS OF THE UNITED STATES. 
MUNICIPAL TELEPHONE SERVICE, 
Christiansted, St. Croix, October 8, 1956. 
RUDOLPH GALIBER, 
Commissioner of Public Works, 
Charlotte Amalie, St. Thomas, V. I. 

Deak Sir: During the month of September 1956, the Virgin Islands telephone 
system, St. Croix division, continued the repairs to its facilities in the rural 
districts which were damaged by hurricane Betsy. 

This work was divided into 8 projects, of which 5 have been completed. The 
3 remaining projects require more time and money for their completion, and 
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though progress is being made in the rehabilitation of these particular facili- 
ties, it is of necessity slow because of a ‘shortage of labor and lack of funds for 
the purchase of materials. 

Specifically these projects are: 

1. Rehabilitation of services in the suburbs of Frederiksted town along the 
Centerline Road. 

2. Restoration of service to the subscribers at estates Grove Place and River. 

3. Rebuilding of the lines serving Estates Little La Grange, Jolly Hill, Orange 
Grove, and Annaly along the Mahogany Road. 

On project 1, a new pole line is under construction preparatory to the estab- 
lishing of a permanent cable to serve this area and this project is about 30 
percent completed. 

Project 2 also entails rebuilding of a pole line to accommodate 3 miles of 
wires. Some poles have been planted and this project is approximately 25 
percent completed. 

Project 3 is the most difficult, for it not only requires a complete reconstruc- 
tion of the line, but a rerouting of this line through difficult terrain. This 
project requires a large labor force, materials, and sufficient funds. Work on 
this project has not progressed beyond the preliminary clearing of brush and 
trees along a part of the present route. 

The routine maintenance and repair work of the system has been continued 
daily and there has been some new installations made. These figures are given 
below : 







































Relocation of subscribed station 


Installation of n@W wtetiOGGii.6ei ce onc cds vibielceneeeee 40 
Trouble reports receiVed and disposed) 0€.W iscaduistdncsinncn ec 16 
Bemeval, for nonpayment of Temtal: .c.60545-ondissskesdi cele nck 0 
Laeconnects for Gelinauent DAPI ag aii ict iti ted ei ee 0 
Removals by request for discontinuance of. service__._._._._._-____...._.-___- 5 
Temporary disconnects for vacation status__.......-..-..----..-~- 1 
Reconmections Gf paiGd-Up : ACCOCWNEB 6 icin nici seis ee cn cdaccicelells 0 
Employees: 

POU IG 5a aici bnin cidbin cinder Diino tedad sae Dasa 25 

SROCUNIG DOP DOC iin ki viimicsieinitsd suitable ai iti 7 

POE: UCU an ties kes ctv wists ticsinnin hacia icles natalia tas Titel hae 6 


TE icia ti bsiabincsnacdiaba wa lst Hat tala bcbg Sik arcana Aaa Ne ek ae tas 
Very truly yours, 






JAMES O’NEAL HENDERSON, 
Assistant Manager. 






GOVERN MENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
MUNICIPAL TELEPHONE SERVICE, 


Christiansted, St. Croix, September 4, 1956. 
RvupOLPH GALIBER, 


Commissioner of Public Works, 
Charlotte Amalie, St. Thomas, V. I. 


DEAR Sik: For the month of August 1956, the Virgin Islands telephone system, 
St. Croix division, employed six extra men to assist the regular crew in the 
rebuilding of outsider plant facilities destroyed by hurricane Betsy. 

This work involved : 

1. Repair to breaks, underground cable in the Frederiksted district. 

2. Rebuilding of section of the cable to the La Valle area. 

3. Rebuilding of section of the cable in the eastern suburbs of Christiansted. 

4. Renewals of sections of cable along the North Shore Road in the Princess 
area, Christiansted. 

5. Reconstruction of a pole line along the Centerline Road in the Frederiksted 
district. 

6. Reconstruction of the cable along Mahogany Road to Estate Annaly 
Frederiksted. 

7. Reconstruction of rural subscriber station in various sections of the island. 

8. Repairs to subscribers’ station in both towns. 

Items 1, 2, 3, 4, and 8 have been completed to date. Items 5, 6, and 7 have 
not yet been completed, but work on them is progressing satisfactorily. 
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In.conjunction with the repair work, the program of routine repair 
tenance has been performed and the following changes made: 


Relocation of subscriber stations 
Installations of new stations 
Trouble reports received and disposed of 
Removal for nonpayment of rental 
Disconnects for delinquents payment 
Removals by request for discontinuance of service 
Temporary disconnects for vacation status 
Employees : 

Appointed 

Appointed per hour 

Per diem 


Total 


Very truly yours, 


JAMES O’NEAL HENDERSON, 
Assistant Manager. 


GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
MUNICIPAL TELEPHONE SERVICE, 
Christiansted, St. Croiv, November 5, 1956. 
Mr. RupOLPH GALIBER, 
Commissioner of Public Works, 
Charlotte Amalie, St. Thomas, V. I. 

Dear Sir: During the month of October 1956, the Virgin Islands telephone 
system, St. Croix division, continued the repairs to its facilities which were 
damaged by hurricane Betsy. 

Nine additional men were employed to expedite this work, with special em- 
phasis placed on No. 3 project mentioned in the report for the month of September 
1956. 

It was necessary to temporarily suspend work on projects 1 and 2 as the system 
has a limited number of trained telephone linemen and helpers, and their services 
were required to perform the job of splicing the cables on project No. 3, as that 
phase of the work cannot be done by untrained labor, and there are no available 
sources of trained persons on the island for this work. 

Prior to the high winds which occurred as a result of hurricane Greta, project 
No. 3 was 80-percent completed. This has restored 3 of the 4 subscribers supplied 
by this particular cable service, and unless a part of this work already completed 
will require a second repair because of recent storm damage, we estimate that 
this project will have been completed by November 16, 1956, at which time work 
will be resumed on projects Nos. 1 and 2. 

In conjunction with this work, the regular routine work of maintenance and 
repair was carried out daily, and new installations made to supply the service 
to those persons and firms who have made applications to the system. 

The figures on this phase of operation are given below: 


Relocation of subscriber station 
Tnetaiation: 00 tiew stmtionse 23. 2.464 lk hd 
Trouble reports received and disposed of 
Removal for nonpayment of rental 
Disconnects for delinquent payment 
Removals for discontinuance of service by request 
Temporary disconnects for vacation status___._..._____________-_--_____- 
Récdnnections of paldup Qccounte. gis 5 6 oe ee ee ee kk 
Employees: 

Appointed 

Appointed per hour 

Per diem 


NE 
Very truly yours, 


JAMES O’NEAL HENDERSON, 
Assistant Manager. 


con: 
afte 
civi 





Dian oe 
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APPENDIX L 
FEBRUARY 14, 1957. 
To: D. A. Williams, Administrator, SCS, Washington, D. C. 
From: R. L. von Trebra, director, Caribbean area, SCS, San Juan, P. R. 
Subject: Preliminary board, domestic water supply for Charlotte Amalie, St. 
Thomas, V. I. 
Immediate attention: C. J. Francis, director, Engineering Division. 

On February 6, 1957, a telephone call from Mr. Williams was received, request- 
ing immediate submission of a preliminary report on the above subject, for use 
by a congressional subcommittee on February 18. Mr. Roland B. Phillips, State 
conservation engineer, and I went to Charlotte Amalie, St. Thomas, V. I., the 
afternoon of February 7. Upon arrival we immediately made contacts with local 
civil employees in the Department of Public Works at Charlotte Amalie. 

The individuals contacted were: 

1. Mr. Victor Bornn, president of the Virgin Islands National Bank. 

2. Mr. Rudolph Galiber, ex-Commissioner of Public Works who resigned or 
quit by request on February 6. 

3. Mr. Donald 8. Boreham, consultant to public works and now acting com- 
missioner. 

At 3:30 p. m., February 8, we returned to San Juan after receiving as much 
information as was available from discussions with the above officials. The 
following information involving consumption, needs, and general information, 
was obtained. 


1. Water consumption in Chariotic Amalie 


(a) The city has a resident population of approximately 12,000. There are 
1,300 beds in hotels and public available for tourists. The heavy tourist business 
occurs from December 1 to April 1. At the present time all hotel facilities were 
crowded. 

(b) Asa reasonable assumption, it seems that Charlotte Amalie needs adequate 
water for domestic needs for a population of approximately 15,000. 

(c) From the best information obtainable, the city supplies through its mains 
between 200,000 and 250,000 gallons per day during the peak season. 

(ad) Practically every residence, store building, and most hotels have a sup- 
plementary “cistern storage” on their premises. Cisterns are filled by collection 
of rainwater from roofs. 

(c) With a fixed population of 12,000, it is believed that between 500,000 and 
550,000 gallons are consumed daily (using the rate of approximately 50 gallons 
per person, which is standard for estimating use). 

(f) The city, therefore can supply only about 45 percent of local domestie 
needs. The remaining 55 percent therefore comes from private cistern supplies. 


2. City water storage and source 


(a) The city collects and stores rainwater and runoff in cisterns. This is the 
only source of fresh water except those quantities shipped in. 

(b) City catchment and storage facilities are as follows: 

(1) Airport land strip, 20 acres catchment; 2,500,000 gallons storage. 

(2) Submarine base, 7.7 acres catchment; 6,860,000 gallons storage. 

(3) City catchment areas, 10.0 acres catchment; 3,847,000 gallons storage. 

Totals, 37.7 acres catchment ; 13,207,000 gallons storage. 

(ec) (1) In 1955 the United States Navy hauled 11,500,000 gallons of water to 
Charlotte Amalie via tanker to supplement city supplies. No charges were made 
for delivery. Actual water costs at the source were approximately $800. 

(2) In 1956, a commercial tanker from Puerto Rico delivered 600,000 gallons at 
a cost of $9,600 to the city. 

(3) During 1 week in May 1956, the United States Navy delivered 750,000 
gallons to supplement city supplies. 


8. Water costs and estimates 


(a) The “Gate” Hotel, capacity 33 guests, had an average of 15 guests in 
October 1956. The Gate Hotel water bill for the period October 3, 1926, was 
$159.20 (the first 100 tons or 25,000 gallons of water is sold by the city at 35 
cents per ton). 

(b) Salt (sea) water is piped to commercial buildings and possibly some homes 
to flush toilets. Each fixture is charged a flat rate of $2 per month for the service. 

(c) City officials’ estimates for costs of shipping water in were so variable no 
definite figure could be obtained, however figures given were from $1.40 per ton 
to $3.60 per ton. 


90694—57 


55 
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4. Population demands 


Local officials estimated that in less than 10 years or by 1965, between 300,000 
and 400,000 gallons would represent the minimum daily domestic water require- 
ment throughout the year on the same basis as water is used now. 

The figures on total annual consumption of water for 1956, through city 
mains, were not available. 

5. Possibilities for additional water supplies 

(a) Turpentine run catchment.—At various times it has been suggested that 
fresh water storage be collected from Turpentine Run. 

A site is available about 3 miles east of Charlotte Amalie where a storage 
reservoir could be built to store around 370 acre-feet of water from a catch- 
ment area of about 1,500 acres. 

Runoff studies made by the Navy at this site, and yield estimates from avail- 
able studies in Puerto Rico both indicate a sustained yield of about 1.7 inches or 
a fairly dependable annual storage of 210 acre-feet. However, annual loss by 
evaporation on a reservoir this size might be as much as 48 inches from a pond 
surface or 200 acre-feet of loss from a 50-acre lake surface. This would mean 
there could be very little carried over into a very dry year and so no assurance 
of a dependable supply would exist in this plan alone. 

Catchment from this area behind a low dam not exceeding 12 to 15 feet might 
be used for supplemental supplies or to be stored in covered reservoirs but the 
cost of the dam, a pipeline and pumping equipment might be expected to be 
around $400,000. 

(b) Enlargement of present catchment and storage——A more extensive system 
of hillside catchment areas and greatly increased storage facilities to carry over 
in dry years would seem to be the most satisfactory answer. To bring such a 
plan within economical bounds, much cheaper and larger storage structures than 
the present reinforced concrete tanks will be needed. Possible storage in one 
or more excavated earth reservoirs, sealed and covered by some of the new 
polystyrene materials might be investigated. The same solution might apply to 
sealing the catchment areas also. 

(c) Sea water conversion.—The third alternative which has been suggested is 
the conversion of sea water. The cost of equipment and power needed for that 
form of treatment is very great and should be carefully weighed before a deci- 
sion is made. 

6. Available informational material 

Local officials quoted several reports on various phases of this problem as 
follows: 

(a) A report on reservoir possibilities by Johnson in 1928. 

(b) Areport by McGinnes on water quality in 1946. 

(c) A report on reservoir sites by Robert Keenan in 1951. 

(d) A recent report by Gibbs & Hill (consulting chemists, Pennsylvania ). 

In addition to the above, the Navy was said to have made many investiga- 
tions into the subject. 


7. Summary recommendations 


Before a final decision is made as to the proper solution of this water supply 
problem, an experienced consulting engineering firm should be hired to reassess 
the whole problem. They should be expected to provide the location and pre- 
liminary designs and costs of a water supply which will provide the most accept- 
able and long range solution without any preconceived ideas to limit their oper- 
ations. The cost of such an investigation may be high, possibly $75,000 or more. 
Probably many people concerned will be impatient about the time consumed, 
but a proper solution will pay out in the long run. 


SUPPLEMENTAL REPORT ON ST. CROIX ISLAND 


As per request by telephone, the following information is furnished concern- 
ing pond storage on the island of St. Croix. Some photos are included which 
show views of ponds constructed on St. Croix by the Virgin Islands Corporation 
with the technica! assistance of the Soil Conservation Service. 


Number of ponds constructed to January 1957 .-.---------_------- 81 
a eens acai nsigmenreesenendaus gpepeaesucime iotres 775 
Ayetere weereee wer DOUNE TOPr nt) a0. nee 9.5 
Number of preliminary sites surveyed for dams to be built______-__-_-_--- 60 


SE COED CRON TOUS Packs ene ce ccecksi cccesaweauewnns 465 





si 
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COST ESTIMATE, TURPENTINE RUN STRUCTURE 

The following is a rough cost estimate for a maximum possible height storage 
structure at the weir site as shown on the enclosed map. Unit costs may seem 
somewhat high but past experiences bear them out. 


Site at present weir location for 60-foot-high dam (storage, 376 acre-feet) 


Excavation, rock, 600 cubic yards at $12___-~_- oc ee 
Excavation, common, 5,000 cubic yards at $1.50 : 7, 500 
Earth-rock fill, 56,000 cubic yards at $1.50 2 &4, 000 
Concrete cutoff wall, 120 cubic yards at $110__________ i eden re 
UNE Aone Fe eee deems peace ae iea ee See 4, 000 
Outlet structure, 80 cubic yards concrete at $150 b . 12,000 


OR Re oe hee. Seo aa as a nutes Bae, Oe 


Miscellaneous costs caused by remote location utc a ae 
Contingencies, 10 percent_____- . _ 12,800 


Total Lents Aiaipeatine 
Clearing reservoir area, 100 acres at $200 
Land, 200 acres at $300 
Road relocation 


IU ase as tees See eden cs cb ceaPin ea oaoce ea ines eee teers tess ila eae ne i SI 280, 700 
6-inch pipeline, 17,000 feet at $15 255, 000 
Pumping equipment (housed) 36, 300 


Total_ eerste he ae encod 4 572, 000 
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APPENDIX M 
P-20, BouRNE FIELD, 
St. Thomas, V.I., March 28, 1957. 
Hon. Eart CHUDOFF, 
Member of Congress, Chairman, Public Works and Resources Subcom- 
mittee, House Office Building, Washington, D. C. 
DEAR Mr. Cuuporr: This is in reply to your letter of March 26, 1957, in which 
you pointed out differences in cost and time for construction for the two proposed 
sites for dams at Turpentine Run. 


The site for the dam in question in my correspondence to Mr. Claunch is at 
a location downstream. This dam would be of concrete gravity type. This dam 
would require the relocation of 2144 miles of paved road, the removal of several 


dwellings, and the purchase of considerable property. 
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The second proposed site is the one I discussed in Washington in March 1957. 
This dam would be an earth dam and would be located at a point upstream. 
This project would not require relocation of roads or dwellings. Compare loca- 
tions in thesis and photographs of V-notch weir. My thesis indicates site 
A downstream. Photographs of V-notch weir indicate site B upstream. Runoff 
design figures in thesis are applicable to both sites. 

Site B was investigated subsequent to my letter of January 10, 1957, to Mr. 
Claunch. Site B has been made accessible only recently. 

I pointed out at the hearings that I advocated sea-water distillation while 
I was in the Government service because this policy had been set by the Office 
of Territories. You will note, however, from my testimony and letter of Janu- 
ary 10, 1957, to Mr. Claunch that distillation alone is not the solution to the St. 
Thomas water problem. Distillation was supposed to have been an emergency 
measure. If all pending applications for water connections were made it would 
probably equal the capacity of a distillation plant. 

In my letter of January 10, 1957, to Mr. Claunch, I stated that the emergency 
distillation plant could be augmented by the construction of a dam at Turpentine 
Run. If the distillation scheme is carried out first, another source would yet 
have to be found in 1964. The question is one of priority. 

While in the Government service I was bound by the policy of the admin- 
istration to advocate distillation. Outside of the Government service I feel free 
to say that all possible natural resources should be explored and developed. 
Mechanical devices for the production of potable water should not entirely dis- 
place a possible impounding reservoir. If financially possible, it would be well 
for both schemes to be realized at the same time. 

The matter of high chlorides is not now a deterrent in the development of site 
B at Turpentine Run, since this source can be blended with existing supplies. 
Other high mineral content can be removed by treatment processes. 

I concur with the statement by Mr. Malcolm Pirnie: “The Geological Survey 
has advised that the probability of locating considerable ground-water sources 
at Turpentine Run is unlikely.” However, an impounding reservoir at the run 
would certainly raise the ground-water table appreciably. 

With best personal regards, I remain, 

RupotPH B. GALIBER. 


P-20, BourNE FIELD, 
Charlotte Amalie, V. I., March 29, 1957. 
The Eptror, 


The Duily News, Charlotte Amalie, V. I. 


Sir: I read with amusement your headline, “Ex-Commissioner of Public Works 
Contradicts Own Report—Says One Thing Before, Another After Resigning.” 
I have neither the time nor the inclination to refute most of the misstatements 
fabricated in your article. The subcommittee understood clearly the part I 
played in water development for the Virgin Islands, and the public will have 
an opportunity to read the subcommittee’s report after publication. 

In 1955 I supported a thesis on Turpentine Run before the subcommittee. 
Governor Gordon contradicted my testimony at the same hearings with a scheme 
for sea water distillation. I was chastised then for not going along with the 
Governor’s idea. Soon thereafter, the administration and the Office of Territories 
set the policy for a demineralization plant. As commissioner of public works, I 
could no longer buck the administration to which I had pledged loyalty. There- 
fore, at the subcommittee hearings in 1956 I went along with the Governor’s 
policy for distillation. Upon resigning as commissioner of public works, I was 
then free to voice my professional opinion to the subcommittee in 1957 with no 
danger of being disloyal to the administration, or the Office of Territories. 

The only two deterrents set forth by me on Turpentine Run from 1951 until 
the subcommittee hearings in 1956 were: (1) water quality at the run, and (2) 
cost of construction. The original idea called for construction of a concrete 
gravity dam at a location far downstream. Construction costs for this design 
were excessive. Water quality at the dam was not expected to compare with 
distilled water. Further investigation proved that an earthen dam could be 
constructed a distance upstream from the original concrete dam site at a cost 
of $670,000. High chlorides could also be reduced by blending with other supplies. 
In supporting the Governor’s policy on distillation only water quality and con- 
struction costs were compared. Distillation provided the better quality. The 
earthen dam would cost $670,000, as against $1,500,000 for distillation. Quantity- 
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wise, the dam would provide an additional 490,000 gallons per day, versus an 
additional 250,000 gallons per day from distillation. 

You seem to take the position that the solution to the water problem in St. 
Thomas has to be either X or Y. In the not-too-distant future the solution will 
have to be X and Y. This I pointed out to the subcommittee. I also pointed out 
that all natural resources should be harnessed especially when quantitatively 
and economically they are favorable. 

On the operation of the tug and barge, the subcommittee was satisfied with 
the documentary evidence presented on the difficulties in getting the tug and 
barge in operation. 

Simple arithmetic will reveal that the tug and barge solution could not relieve 
the water shortage. We are faced with a daily demand of 250,000 gallons of 
water. Hypothetically, if all storage facilities are filled to the capacity of 8 
million gallons (a 32-day supply), and if at this storage the tug and barge are 
operated around the clock (3 trips per week, at 250,000 gallons per trip), then 
at the end of 56 days all storage tanks would be empty. 

If the tug and barge went into full operation on arrival in July 1956 (which 
was a physical impossibility), the amount of water contributed to storage by 
barge would have been 108 days’ supply to date. The maximum storage due to 
rainfall on any day for the year 1956 was a 15-day supply. There was no water 
shortage previous to October 1956, nor has any appreciable rain fallen since that 
date. We have had therefore, 150 days of drought from November 1, 1956, to 
March 31, 1957. To date, storage tanks would have been empty for a period of 
27 days. The United States Navy and commercial sources from Puerto Rico 
have been offsetting this shortage by delivering water from Puerto Rico. 

I am requesting you to publish this letter since you, the Governor and the 
Office of Territories are trying to impress the public that the tug and barge 
could have provided St. Thomas with an adequate water supply during the 
present drought. It is obvious to me, and to all the Virgin Islanders who are 
lining up for water today, that the tug and barge project was just another 
pipedream. 


Rupo.tpeH B. GALIBER. 


APPENDIX N 


DEPARTMENT OF THE NAvy, 
OFFICE OF THE SECRETARY, 
Washington 25, D. C., April 4, 1957. 
Hon. Eart CHUDOFF, 
Chairman, Public Works and Resources Subcommittee, 
Committee on Government Operations, 
House Office Building, Washington, D. C. 

My Dear Mr. CHAIRMAN: This is in reply to your letter of March 25, 1957, in 
which you request a statement of the facts, and other pertinent correspondence, 
relating to the activation in 1956 of a Navy water barge (YW-—J08) for the 
Department of Interior. 

The attached papers, enclosures (1) through (5), present a detailed history 
of this transaction. Enclosure (1) is a chronology of events. A narrative 
summary is given below. 

Following several preliminary discussions in February 1956, between Interior 
Department and Navy Department personnel, the Secretary of Interior requested 
on February 15, that a self-propelled water barge be activated and loaned to the 
Interior Department for use by the Virgin Islands Government. This was 
stated to be a matter of extreme urgency since a severe shortage of fresh water 
in St. Thomas, V. I. was predicted in early spring of that year. 

Preliminary arrangements were completed on February 28 and a proposed 
loan agreement containing appropriate terms and conditions was offered for 
Interior Department acceptance. 

Interior Department acceptance of the proposed terms and conditions was 
received on March 20, and actual work on the craft commenced shortly thereafter 
under contract with a private shipyard. 

During the period March 28-29, Interior Department officials inquired in- 
formally as to what the Navy position might be toward a request to rescind the 
arrangements for the loan of the craft. They were informed that the Navy 
would favorably consider such a request. However, they were also informed 
that in view of the urgency expressed in the original request for help, and the 
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tact that the activation work was being performed under contract with a private 
shipyard, a written stop-work request would be required. Interior Department 
officials were further informed that final costs in the event of rescission would 
closely approximate full costs of activation in view of contract termination 
charges and costs of reinactivation. This advice was given on March 28 and 29, 
and an early decision was requested since completion of the work was being 
expedited each day on an urgent basis. 

A stop-work request from the Interior Department was received by hand on 
April 5. A stop-work order was issued immediately by telephone and dispatch. 
Activation work on the craft ceased on April 6. 

At the time the stop-work order was received, approximately 80 percent of the 
work on the craft had been completed. It was then necessary to restore the 
craft to its original preserved state at the borrower’s expense as provided for 
in the loan agreement. This work was accomplished at minimal cost to the 
Virgin Islands Government. 

To reduce further the costs to the Virgin Islands Government, the Navy sub- 
sequently absorbed a $12,256 share of the total charges representing permanent 
benefits to the craft by reason of the repairs and drydocking which had been 
performed. Interior Department officials expressed their appreciation and the 
feeling that their Department had been fairly treated. Final net costs to the 
Virgin Islands Government were $39,843.49. 

The Navy regrets that the request to stop work on Y W—108 was received so late 
in the activation period, and you may be assured that the Navy has cooperated 
with the Interior Department to the fullest extent possible in reducing Virgin 
Islands Government expenses to a minimum in connection with this transaction. 
Relations with Interior Department officials have remained cordial throughout, 
and the Navy is again this year helping to alleviate water shortages at St. 
Thomas, V. I. 

I trust that the facts stated above and the attached enclosures will give you 
the information you require. 

Sincerely yours, 
THOMAS S. GATEs, Jr., 
Secretary of the Navy. 


ENCLOSURE (1) 


Chronology of principal events 





Date Event Reference if 
appropriate 
Feb. 16,1956 | Request for assistance received in office of Chief of Naval Operations_.....| Enclosure (2). 
Feb. 28,1956 | Preliminary arrangements completed and SECNAV reply to Interior | Enclosure (3) 
mailed. | 
Mar. 19, 1956 | Funds furnished by Virgin Islands government__......................--.| 
Mar. 20,1956 | Interior Department acceptance of terms received___..................-- Enclosure (4) 
Apr. 5,1956 | Request to stop work received in Office of Chief of Naval. Operations... ..--| Enclosure (5) 


Dei... Stop-work directive issued by telephone and oe atch 
Apr. 6,1956 , Activation work ceased on Y W 108. a 


ENCLOSURE (2) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., February 15, 1956. 
Hon. CHARLES S. THOMAS, 
Secretary of the Navy, 
Washington, D. C. 


My Dear Mr. Secretary: I am writing to ask your assistance in the efforts 
of this Department to help the Virgin Islands government to cope with an 
anticipated shortage of potable water at St. Themas during the coming summer, 

As you pointed out in your letter to me of June 29, 1955, this water shortage 
recurs annually and appropriate action should be taken to solve the problem on 
a permanent basis. Since then, the Virgin Islands government has contracted 
with a New York engineering firm for a study of water resources and facilities 
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at St. Thomas. This study has now been completed and it is expected that the 
recommendations of the engineering firm regarding the necessary steps to be 
taken to solve the water problem on a permanent basis will be received before 
March 1. 

However, preliminary information from the firm is to the effect that the 
permanent facilities which they intend to recommend probably will require 
from 2 to 3 years to manufacture and iustall. This will leave St. Thomas in the 
position of facing 2 or 3 more summer droughts. 

As you know, the Commandant of the Tenth Naval District has in the past 
diverted Navy water barges and tankers to the transportation of water from 
Puerto Rico to St. Thomas during emergency periods. Without that assistance, 
St. Thomas would have suffered serious health and sanitation consequences, and 
the Virgin Islands government as well as this Department have been most 
appreciative of the Navy’s cooperation. 

Because of previous commitments, however, we are now informed that the 
Tenth Naval District will be unable to provide such assistance this year. 

My request at this time is that the Navy Department lend to the Interior 
Department a YW class water tanker which we could make available to the 
Virgin Islands government for use during the dry period this summer and 
thereafter as needed until the facilities required for permanently solving the 
St. Thomas water problem have been installed and placed in operation. 

We understand that the Navy has several YW’s in various east coast ports 
in an inactive status. The cost of activating such a craft, in the event we are 
able to obtain it on loan, will be borne by this Department, with reimbursement 
from the Virgin Islands government, and it is proposed that the loan also be 
based on such other terms as you may prescribe. 

The limited tank capacity of a YW (250,000 gallons) makes it imperative that 
it be placed in water-transportation service between Puerto Rico and St. Thomas 
at the earliest possible date this spring. I therefore hope that my request may 
be given the most expeditious consideration and attention. 

Sincerely yours, 
WEsLEy A. D’Ewart. 


ENCLOSURE (3) 
FEBRUARY 28, 1956. 
Hon. Dovetas McKay, 
Secretary of Interior, 
Washington, D. C. 

My Dear Mr. Secretary: This is in reply to Assistant Secretary D’Ewart’s 
letter of February 15, 1956, requesting the loan of a Navy YW (self-propelled 
water barge) for use by the Department of the Interior in making water hauls 
to St. Thomas V. I., pending completion of permanent distilling facilities there. 

The loan of a suitable craft could be made under the authority contained 
in section 601 of the act of June 30, 1932 (31 U. S. C. A. 686). 

The terms and conditions considered appropriate to such a loan are: 

1. That the Department of the Interior bear all costs of activation and 
preparation of the craft for use. 

2. That any charges or expenses incurred subsequent to the delivery of the 
craft to the Department of the Interior and prior to its return to the Department 
of the Navy be borne by the Department of the Interior. 

3. That the craft be maintained in a condition satisfactory to the Navy and 
that normal overhaul and docking cycles be observed. 

4. That the Department of the Navy be permitted to conduct a material 
inspection of the craft annually upon reasonable prior notice given to the Secre- 
tary of the Interior or his authorized representative. 

5. That the Department of the Navy strip the craft of military and classified 
items prior to its delivery to the Department of the Interior. 

6. That no changes or modifications to the craft be made without the prior 
consent of the Chief of Naval Operations. 

7. That the loan of the craft be terminable by the Department of the Navy 
upon written notice to the Secretary of the Interior to take effect 60 days after 
receipt, except that during any period of national emergency hereafter declared 
by the President or the Congress, the Department of the Navy reserves the right 
to give such shorter notice as may be deemed necessary by the Chief of Naval 
Operations. 
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8. That the duration of the loan not exceed 4 years from date of transfer 
of custody except as may be extended by mutual agreement between the Secre- 
taries of the Navy and Interior. 

9. That the Department of the Interior promptly advise the Department of the 
Navy when the craft is no longer required, and thereupon, at Department of the 
Interior expense, comply with any request from the Chief of Naval Operations for 
the return of the craft to Naval custody, either at its then location or at the port 
from which originally delivered, as the Chief of Naval Operations may designate. 

10. That the craft be returned in a material condition comparable to that exist- 
ing when received, except for normal wear, and except that the Department of the 
Navy, through the Chief of Naval Operations, may elect to retain any or all of 
the changes and modifications referred to in paragraph 6 above. 

11. That the craft, upon return to Navy custody, be inactivated according to 
usual Navy procedures at Department of Interior expense. 

12. That the Department of the Interior assume any liability attaching to or 
arising out of the custody or operation of the craft during the period of the loan. 

13. That in the event of contractor operation or custody of the craft, said con- 
tractor be required to procure and maintain at his expense hull and machinery 
insurance covering the craft against all loss or damage from whatsoever cause 
during the period from delivery of the craft to the contractor until redelivery 
thereof to the Department of the Interior. 

Upon receipt of affirmation that the above listed terms are accepted by the 
Department of the Interior, the Chief of Naval Operations will be directed to pro- 
ceed with the arrangements for loan and delivery of a suitable craft to such 
representative of the Department of the Interior as may be designated. 

Preliminary arrangements at the working level have already been completed 
in order to expedite activation and early delivery of a YW to the Department 
of the Interior. YW-108 has been scheduled for activation by the Commandant, 
Fourth Naval District under the industrial manager. This craft is presently 
berthed at Philadelphia Naval Shipyard, Philadelphia, Pa. Upon completion 
of funding arrangements in progress now between the Chief, Bureau of Ships 


and the Department of the Interior, activation of the YW-108 can proceed forth- 
with. 


Sincerely yours. 


R. H. Foeier, 
Assistant Secretary of the Navy (Material). 


EXNCLOSURE (4) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 


March 15, 1956. 
Hon. CHArtes 8. THOMAS, 


Secretary of the Navy, 
Washington, D. C. 


My Dear Mr. Secretary: This is in reply to the letter dated February 28 from 
Assistant Secretary R. H. Fogler concerning the proposed loan of a Navy YW to 
the Department of the Interior for the use of the government of the Virgin 
Islands as a potable-water carrier. 

The terms and conditions of the loan as prescribed by the Navy Department are 
acceptable to this Department. You will be advised in the near future as to whom 
the craft should be delivered upon completion of its activation. 

Your cooperation in this matter is very much appreciated. 

Sincerely yours, 


WeEs.Ley A. D’Ewart, 
Secretary of the Interior. 





ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 


ENCLOSUUE (5) 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF THE SECRETARY, 
Washington, D. C., April 4, 1956. 


Hon, CHARLES S. THOMAS, 
Secretary of the Navy, 
Washington, D. C. 


My Dear Mr. SecretTary: This is with further reference to the letter dated 
February 28 from Assistant Secretary R. H. Fogler concerning the proposed loan 
of a Navy YW to the Department of the Interior for the use of the government of 
the Virgin Islands as a potable-water carrier. 

In our reply of March 15, the terms and conditions of the loan as prescribed by 
the Navy Department were accepted by this Department. Subsequently, how- 
ever, the government of the Virgin Islands has made arrangements for the pur- 
chase of a tug and water barge which makes unnecessary the loan of the Navy 
YW to this Department. 

Accordingly, we request that work on the activation of the Navy YW be 
stopped immediately. We are advised by the government of the Virgin Islands 
that any charges for this work which have been incurred to date may be with- 
drawn by the Department of the Navy from the proceeds of certified check No. 
169194 in the amount of $80,000, payable to the Treasurer of the United States 
and issued by the Virgin Islands National Bank, which was deposited on March 
19, 1956, with the Comptroller Division, Bureau of Sh ps. The balance should be 
remitted to the government of the Virgin Islands, care of Gov. Walter A. Gordon, 
St. Thomas, V. I. 

Your cooperation in this matter has been greatly appreciated. 

Sincerely yours, 
Wes ey A. D’Ewart, 
Assistant Secretary of the Interior. 


APPENDIX O 


P-20, BourNE FYELD, 
St. Thomas, V. I., March 28, 1957. 
COMMITTEE ON GOVERNMENT OPERATIONS, 
1501 House Office Building, Washington, D.C. 
(Attention: Hon. Earl Chudoff.) 


Dear Mr, Cuuporr: This is to present to you a few facts concerning the alle- 
gations made by Mr. Lausi to the subcommittee as reasons for separating me 
from my position. 

Mr. Lausi’s three counts were these: 

1. The paving of a street where I owned property. 

2. Having solicited from the legislature an increase in the appropriation to 
finish the reconstruction of the old marine barracks as a building for govern- 
ment offices. 

8. Having paid a high price for 1% acres of land to widen a road. 

In answer to charge No. 1 (Ninth Street), enclosed please find correspond- 
ence to the Acting Governor wherein I requested a full investigation to clear 
my name of the charge. The district attorney found no irregularity in the 
paving of Ninth Street. Also enclosed is a report to Acting Governor Claunch 
on my authority to pave Ninth Street. Also enclosed is bill No. 30. Ninth 
Street was paved to satisfy FHA requirements. 

Ninth Street is an urban development project comprising 1,500 feet of 24-foot 
wide roadway, and not less than 1,000 feet as alleged by Mr. Lausi. The cost was 
$21,000, and not $29,000 as alleged by Mr. Lausi. The street includes two 6-foot 
eoncrete sidewalks the entire length. Construction is of penetration macadam 
with concrete curb and gutters. A 1,500-foot concrete roadway, 24 feet wide, 
for the Waterfront Highway is now being constructed, without sidewalks. 
The contract price is $44,000. 

Plans for Ninth Street were prepared by the department of public works, and 
included profiles, typical cross sections, structural details and overall plans. 
Field surveys were made to set line and grade. Several sets of these plans were 
reproduced on a blueprint machine. Driveways were shown on the plans to 
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accommodate the individual lots. Most of the driveway edges were properly 
constructed. Five or six had to be corrected. This required 9 man days. 

My owning 2 of 27 plots on Ninth Street is coincidental, and is clarified in 
the attached correspondence. See bill No. 30 and correspondence to Acting 
Governor Claunch. Also see statement of the then acting director of the land 
authority. 

As commissioner of public works, I secured an easement for the construction 
of sewers and streets at Sugar Estate from the owner, Herbert Lockhart, Jr. 
This easement is dated September 1955. Nintl? Street was constructed in Au- 
gust 1956. Copy of easement is enclosed. A similar easement was secured 
for a section of the Waterfront Highway. 

In answer to charge No. 2, you must well know that the Governor and the 
legislature are the authorities which appropriate money for public purposes. 
Funds for the reconstruction of the marine barracks were approved by the Gov- 
ernor, the legislature and the Office of Territories. Enclosed are the appropria- 
tion bills covering this project. 

This is in answer to charge No. 3 (purchase of right-of-way for the Water- 
front Highway). The land in question was for the extension of the Waterfront 
Highway. The was purchased at 25 cents per square foot. On investigation 
it was found that this price was 5 cents per square foot more than that paid 
by private buyers in the area a year earlier. See attached statement prepared 
by the recorder of deeds. Futhermore, the deed transferring the property 
along the highway from the United States Government to the municipality pro- 
vides that property owners owning property adjoining the highway on the 
north should be given a year’s option to purchase the property at $1 per square 
foot. 

I submitted the deed for this purchase to Governor Gordon for his comments. 
The district attorney checked the deed and Governor Gordon returned same 
to me with his comments. Only then was the transaction effected. Enclosed 
is a copy of a letter dated November 26, 1956, from me to Governor Gordon 
transmitting the deed, and his reply to me dated December 7, 1956. 

Also enclosed is correspondence to Acting Governor Claunch on the matter 
wherein the public works budget was cut by $56,000 by the Office of Territories. 
This cut forced me to make retrenchments in personnel in the department. 
Essential maintenance services suffered as a result. The Daily News editorial- 
ized that I was trying to embarrass the administration by laying off personnel. 

I would appreciate it if you would make this letter and the enclosures a part 
of the record. Thank you for your consideration. 

Very truly yours, 
RupoLteH B. GALIBER. 


GOVERN MENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
PuBLIC WORKS DEPARTMENT, 
OFFICE OF THE COMMISSIONER, 
Charlotte Amalie, St. Thomas, August 30, 1956. 
Hon. CHARLES K, CLAUNCH, 
Acting Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


DEAR Mr. CLAUNCH: It is respectfully requested that an investigation be 
carried out immediately by the district attorney on project 6—2—8069-56-ST-2¢, 
construction of Ninth Street, Estate Thomas. It is further requested that 
the chief executive make a public statement on the findings of this investiga- 
tion. This request is being made because of the vicious statements made against 
me in the Daily News editorial of August 29, 1956, under the title “Corruption 
on Ninth Street.” I feel that both I and your administration were attacked 
without justifiable cause. 

The following individuals are in some way familiar with the background 
evidence: Mr. James O’Bryan, Mr. Henry de Lagarde, and Mr. Joseph Francis 
(resident of Ninth Street). 

The basic questions in fact are these: 

1. On what authority did the commissioner of public works start construction 
of the Ninth Street project? 

2. What were the justifications set forth by the land authority to the legislature 
or the then Governor for the project? 

3. Did the commissioner of public works initiate any action through the 
Governor or legislature? 
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4. Did the commissioner of public works have any knowledge whatsoever of 
the Ninth Street project before enactment of the law by the legislature? 

5. Did any applicants for FHA on Ninth Street make request to the land 
authority, the then Governor, or the legislature for the paving of Ninth Street, 
and who were these applicants? 

6. What were the access road requirements for FHA loans at that time? 

7. Did the commissioner of public works discuss at any time and with any 
legislature the Ninth Street project? 

It is hoped that these questioMs will be answered by a report of the investi- 
gation. However, if I am denied this investigation, it is respectfully requested 
that it be made public that I did request this investigation by the district 
attorney or some other unbiased investigating authority. 

Respectfully, 
RupoteH B. GALIBER, 
Commissioner of Public Works. 


GOVERN MENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
PUBLIC WORKS DEPARTMENT, 
OFFICE OF THE COMMISSIONER, 
Charlotte Amalie, St. Thomas, August 31, 1956. 
Hon. CHARLES K. CLAUNCH, 
Acting Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 

DeaR Mr. CLrauncn: This is in reply to your letter of August 31, 1956, in 
which you requested a complete explanation concerning the paving of Ninth 
Street, Estate Thomas. Below please find the facts surrounding Ninth Street 
as they concern me. 

(1) As commissioner of public works, I started the construction of the Ninth 
Street project under authority of bill No. 30, the First Legislature of the Virgin 
Islands of the United States, regular session 1955, to provide appropriations for 
essential public projects for expenditure during the period April 1, 1955, to 
June 30, 1955, and during the fiscal year July 1, 1955, to June 30, 1956, and 
under amendment—bill No. 149, the First Legislature of the Virgin Islands 
of the United States, first special session 1956, to amend Act No. 45 (bill No. 30), 
“To provide appropriations for essential public projects for expenditure during 
the period April 1, 1955, to June 30, 1955, and during the fiscal year July 1, 
1955, to June 30, 1956, approved April 7, 1955,” approved January 31, 1956. 

Both these bills were approved by the Governor and the Senate of the Virgin 
Islands. The allotment of $156,000 for roads and highways was approved by 
the Secretary of the Interior. No specific streets, roads, or highways were 
mentioned in the Secretary’s approval, only the words “roads and highways, 
$156,000.” 

Bill No. 30 and bill No. 149 were submitted by the senate to the Governor 
for approval. These bills name the roads and streets. I received copies of 
bills No. 149 and No. 30 for compliance from the Governor. Bill No. 30 had 
been enacted in 1955 and bill No. 149 in January 1956. At no time was I con- 
sulted by either administrative officials or any member of the legislature as 
to cost estimates for any of the (ii) road projects, including Ninth Street. 
I commenced action on both bill No. 30 and bill No. 149. I delegated authority 
to my construction division head, Mr. Boreham, to program all streets and 
roads, and to make estimates for such individual projects. I worked on the 
basis of priority by completing those projects which had been listed first in 
chronological order. The Ninth Street project was last on the list. This 
project is now being completed. 

(2) I was not responsible for initiating legislative action on these matters, 
neither through the senate, nor through the Governor. I have never discussed 
the Ninth Street project with any legislator, nor had any legislator ever dis- 
cussed the project with me before enactment. I was completely ignorant of the 
road program until the bills were sent to me. 

After enactment of the law, I was called on one occasion by Mr. Henry 
de Lagarde, head of the land authority, and was asked how soon the public works 
department would commence work on the Ninth Street project, since he, as 
head of the land authority, wanted to expedite certain FHA loans for applicants. 

Since the law was clear, there was no other alternative but to comply by 
constructing the Ninth Street project. As commissioner of public works it is 
my duty and responsibility under oath to enforce the written law, and to comply 
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with the written law. The fact that my wife and I own 2 of the 27 lots on 
Ninth Street was of some concern to me. However, I had no other alternative 
but to comply with Bill No. 149. 

This is all I know of the Ninth Street project; however, I might indicate that 
Ninth Street is located in the back of my house plot, and is not a direct access 
street to the plot. The main access road to my plot would be on the Sugar 
Estate Road, or on Eighth Street. Mr. Jackson, a mail carrier, at the post 
office, Mr. Ulysses Pilgrim and Mr. Juanito Walters of the Virgin Islands Na- 
tional Bank, have all approached me to purchase these four plots since 1953, 
and as recent as a few months ago. I have always agreed with the above pros- 
pective buyers to sell these four plots if my wife and I could secure a building 
site on an area on the hillside. 

This entire situation appears to be a matter of coincidence, and it is unfor- 
tunate that an official has to be chastized because he, as a free citizen and hav- 
ing the right to own property, is affected by a development for the general 
welfare of 25 other property owners. 

Respectfully, 
RupoitPeH B. GALIBER, 
Commissioner of Public Works. 


Act No. 45 (Brit No. 30) 


THE FIRST LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES, REGULAR 
SESSION 1955 


To Provide Appropriations for Essential Public Projects for Expenditure during the Period 
April 1, 1955 to June 30, 1955, and during the Fiscal Year July 1, 1955, to June 30, 1956 


Be it enacted by the Legislature of the Virgin Islands in session assembled: 

SecTrion 1. The following sums for essential public projects or so much thereof 
as may be necessary, are hereby appropriated out of any funds available in the 
Special Internal Revenue Fund in the Treasury of the Virgin Islands not other- 
wise appropriated in accordance with Sub-section 28 (c) (ii) of the Revised 
Organic Act of the Virgin Islands for expenditure during the period April 1, 
1955, to June 30, 1955, and during the Fiscal Year July 1, 1955, to June 30, 1956, 
for the purposes hereinafter expressly named: 

For all expenses necessary for surveys, architectural services, plans and speci- 
fications, inspection, acquisition of rights-of-way and properties, and construc- 
tion—including labor and materials—of essential projects as provided by Sub- 
section 28 (c) (ii) of the Revised Organic Act of the Virgin Islands (Public 
Law 517)—83d Congress for the following projects: 


ST. THOMAS 


1. Extension of Harry S. Truman Airport (Study) ........._______ $20, 000 
2. Roads and Highways, including but not limited to improvements 
in two roads at Hospital Ground, roads at Agnes Fancy, Staabi- 
land Road, two roads at Lindberg Bay, St. Peter Mountain to 
Crown Road, drainage, new roads and steps at Carenage, steps at 
Hassel Have, Cecilia Gade and Borger Gade, and Nadir Road___ 156, 500 
3. Ball Park and Stadium, to be constructed in accordance with Bill 
TES GA ss] SP avcrsepenne cess sa chnnaieiaiiciecpenpaneeabesacea bigtaatmaenanee meni eaence tae at ene elas 45, 000 
4. Extensions to and Modernization of the Telephone System________ 18, 000 
5. Expansion of Potable Water System-_.........-_...._..._-..._ 45, 000 
6. Sewer—Interceptor (Money Available from Force Account) 
($85,000) Storm Sewer—PExtensions___...__-.----_--._--.--___ 40, 000 
7. Construction of Comfort Stations._._.....- ~~~... 10, 000 
8. Reconstruction and Extensions—Government Buildings, including, 
but not limited to, United States District Attorney’s Office, the 
Knud-Hansen Hospital, Government House, the Legislative Build- 
ing, and the Old Barracks formerly occupied by the High School. 90, 000 
9. Slum Clearance and Low Cost Housing_..-----..------._--___-_. 210, 000 
10. Construction Wauipmiem®. a2. coli ee cesses i ed 125, 000 
759, 500 
(Italics supplied to designate point of issue.) 
“ “ m * - * * 


90694—57——_56 
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Thus passed by the Legislature of the Virgin Islands on March 10, 1955. 
Witness our hands and the Seal of the Legislature of the Virgin Islands this 
10th day of March A. D. 1955. 
Water I. M. Hopes, President. 
JORGE RopRIGUEZ, Legislative Secretary. 


The above Act is hereby sanctioned and approved, subject to the attached 
specified deletions. 

Witness my hand and the Seal of the Government of the Virgin Islands of 
the United States at Charlotte Amalie, St. Thomas, V. I., this 7th day of April 
A. D. 1955. 


[SEAL] CHARLES K. CLauncH, Acting Governor. 
Notr.—Only applicable parts of this Lill have been reproduced. 


GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES 
CHARLOTTE AMALIE, ST. THOMAS 


Bill No. 30, entitled an Act “To Provide Appropriations for Essential Public 
Projects for Expenditure during the Period April 1, 1944 to June 30, 1955, and 
during the Fiscal Year July 1, 1955 to June 30, 1956” is hereby sanctioned and 
approved subject to the modifications and deletions herein specifically listed. 

By and under the power and authority given me under Section 9 (d) of 
the Revised Organic Act, the following items and sections and/or portions of 
items or sections are hereby vetoed. 

(1) Item 8 page 3. “Including $20,000 for improvements to Mannings Bay 
Race Track.” 

(2) Item 10. “Including but not limited to survey for two-lane Centerline 
Highway.” 

Witness my hand and Seal of the Government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, Virgin Islands this 30th day of 
March, A. D., 1955. 


[SEAL] CHARLES K. CLAUNOCH, Acting Governor. 


Act No 67 (Brit No. 149) 


THE FIRST LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES, FIRST SPECIAL 
SESSION, 1956 


To Amend Act No, 45 (Bill No. 30), “To Provide Appropriations for Essential Public 
Projects for Expenditure during the Period April 1, 1955, to June 30, 1955, and during 
the Fiscal Year July 1, 1955, to June 30, 1956,” approved April 7, 1955 


Be it enacted by the Legislature of the Virgin Islands: 

That Act No. 45 (Bill No. 30), “To Provide Appropriations for Essential Public 
Projects for Expenditure during the Period April 1, 1955, to June 30, 1955, and 
during the Fiscal Year July 1, 1955, to June 30, 1956,” approved April 7, 1955, 
be and is hereby amended as follows: 

Section 1. (a) In section 1 of said Act, after the words “for the following 
projects,” insert a new subheading “VIRGIN ISLANDS” and add the following: 
> a * * * * + 

(b) Under sub-heading “Saint Thomas” change item 2 to read as follows: 

“Roads and Highways, including but not limited to improvements in two roads 
at Hospital Ground, roads at Agnes Fancy, Staabiland Road, two roads at 
Lindberg Bay, St. Peter Mountain to Crown Road, drainage, new roads and 
steps at Carenage, steps at Hassel Have and Borger Gade, improvements and 
steps at Cecilia Gade, improvements at Nord Sidevei, Inter Gade, and Nadir 
Road ; street pavement at Hospital Ground to connect with existing paved public 
street; and pavement of 9th Street, Estate Thomas, to connect with ewisting 
paved public street,” and increase appropriation by $56,000. 

(c) Under subheading, “Saint Thomas” change Item 8, to read as follows: 
“Reconstruction and Extension—Government Buildings, including but not lim- 
ited to Government House, Old Marine Barracks, addition and repairs to Wash- 
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ington School, repairs to former Public Works building to be used as a Com- 
munity Center,” and increase appropriation by $106,000. 

* = * * * s 7 
(Italics supplied to designate point of issue.) 
Thus passed by the Legislature of the Virgin Islands on January 31, 1956. 


Witness our hands and the Seal of the Legislature of the Virgin Islands this 
81st Day of January, A. D., 1956. 






WALtTeErR I. M. Hones, President. 
JORGE RopRIGUEZ, Legislative Secretary. 
The above Bill is hereby sanctioned and approved. 
Witness my hand and the Seal of the Government of the Virgin Islands of 


the United States at Charlotte Aamalie, St. Thomas, V. I., this 2nd day of Febru- 
ary, A. D., 1956. 


WALTER A. GorDon, Governor. 
Norge.—Only applicable parts of this bill have been reproduced. 


Act No. 59 (BrILt No. 151) 


THE FIRST LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES, FIRST 
SPECIAL SESSION, 1956 


















To ratify certain allocations of funds, and provide an qppreptintion for the department of 
public works for expenditure during the fiscal year July 1, 1955, to June 30, 1956, and 
for other purposes 


Be it enacted by the Legislature of the Virgin Islands: 

Section 1. Due to the fact that no appropriation was made for the operation 
of the Department of Public Works for the Fiscal Year 1956, certain allocations 
of funds, approved by the Government Comptroller, were made based on the 
1954-55 appropriations of the two previous Municipal Councils, in accordance 
with sub-section 9 (e) of the Revised Organic Act of the Virgin Islands. These 
allocations of funds for the operation of the Department of Public Works are 
hereby ratified and appropriated by the Legislature of the Virgin Islands out 
of any funds in the Internal Revenue Matching Fund of the Treasury of the 
Virgin Islands and are hereby made available for expenditure during the Fiscal 
Year ending June 30, 1956. 


* * * * > ” e 
Notr.—Only applicable parts of this bill have been reproduced. 


Section 3. The following sums, or so much thereof as may be necessary are 
hereby appropriated for the Department of Public Works out of any funds in 
the General Fund of the Treasury of the Virgin Islands not otherwise appro- 
priated for expenditure during the Period January 1, 1956 to June 30, 1956, for 
the purposes hereinafter expressly named : 













DEPARTMENT OF PUBLIC WORKS 






(a) For Maintenance and Repair of Public Buildings, including con- 
tinuation of work on Old Marine Barracks, St. Thomas____ $10, 000 


* * * . * ” 


Thus passed by the Legislature of the Virgin Islands on January 27, 1956. 


Witness our hands and the Seal of the Legislature of the Virgin Islands, this 
27th Day of January, A. D., 1956. 
















WALTER I. M. Hopes, President. 
JoRGE RoprievueEz, Legislative Secretary. 
The above Bill is hereby sanctioned and approved in whole. 
Witness my hand and the Seal of the Government of the Virgin Islands of 


the United States at Charlotte Amalie, St. Thomas, V. IL., this 27th day of 
January, A. D., 1956. 


[SEAL] WALTER A. Gorpon, Governor. 
To Whom It May Concern: 


This is to certify that prior to my tenure of office as director of the Virgin 
Islands Land Authority, applications had been made to the land authority for 
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Federal Housing Administration home-loan assistance for the construction of 
homes at Estate Thomas, first subdivision (Ninth Street), St. Thomas, V. L., 
and at hospital ground, St. Thomas, V. I. At that time, as a condition precedent 
to obtaining from that agency final approval of mortgage insurance the FHA 
required that the access streets leading to and passing these dwellings be con- 
structed so as to permit passage under all-weather conditions and that the local 
government be responsible for maintenance. Specifications for this construction 
were prescribed by the FHA regional office, San Juan, Puerto Rico. 


HENRY W. DE LAGARDE, 
Director, Virgin Islands Land Authority. 
Marcu 30, 1957. 


Nore.—There are now four houses under construction on Ninth Street. 
RuDOLPH GALIBER. 





RELEASE 


We, H. KE. Lockhart, and Karen Lockhart Petersen of Charlotte Amalie, St. 
Thomas, Virgin Islands as owner, of the property described as Estate Thomas, 
No. 6A New Quarter, Charlotte Amalie, St. Thomas, Virgin Islands, hereby 
license and authorize the Government of the Virgin Islands and its duly author- 
ized agents and representatives to enter and go upon the said property at all 
times during the construction of roads, sewer lines, etc., and there to construct 
roads, sewer lines, manholes, salt water lines, potable water lines and any other 
structure necessary for the above mentioned facilities, and we, H. E. Lockhart, 
and Karen Lockhart Petersen do hereby release and forever discharge the 
Government of the Virgin Islands of and from all and all manner of actions, 
causes of actions, suits, damages, claims and demands whatsoever in law or 
equity which against the said Municipality of St. Thomas and St. John I now 
have or which my heirs, executors or administrators can have or may have, or 
by reason of any matter, cause or thing whatsoever relating to the construction 
of roads, sewer lines, etc. 

In witness whereof I have hereunto set my hand and seal this 19th day of 
September, 1955. 

/8/ Hereert E. LOCKHART, 
H. BE. Lockhart. 
/8/ KAREN LOCKHART PETERSEN. 
/s/ JOSE JAMES, 
Witness. 
/s/ FLoyp GEORGE, 
Witness. 


Certified a true copy of Document No. 805, Recorded in Book No. 41, Page No. 
325, on October 10, 1955. 
St. Thomas, Virgin Islands, March 28, 1957. 
CLARIcCE A. BRYAN, 
Recorder of Deeds. 


GOVERNMENT OF THE VIRGIN ISLANDS, 


Charlotte Amalie, St. Thomas, November 26, 1956. 
Hon. WALTER A. GORDON, 


Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, Virgin Islands. 


Dear GOVERNOR GORDON: Enclosed please find unsigned warranty deed trans- 
ferring 65,425 square feet of right-of-way for the extension of the waterfront 
roadway through to the Harwood Highway. 

It is resnectfully requested that this deed be checked by the proper legal 
authority and returned with comments. 

Also enclosed is map of the area. The survey was made by the public works 
department and the area involved in correct. 

Very truly yours, 
RvupoiteH B. GALIBER, 
Commissioner of Public Works. 
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WARRANTY DEED 


This indenture, made in Charlotte Amalie, St. Thomas, Virgin Islands of the 
United States, on the 14th day of November, 1956, by and between the Virgin 
Islands Realty Corporation, Grantor, and the Government of the Virgin Islands, 
Grantee, 

WITNESSETH : 

That for and in consideration of the payment of Sixteen Thousand Three 
Hundred and Fifty-six Dollars and Twenty-five Cents ($16,356.25), and other 
good and valuable consideration, receipt of which is hereby acknowledged, 
Grantor hereby grants and conveys to Grantee all of its right, title and interest 
in and to 65,425 square feet of property known and designated as: 

A portion of Estate Altona and Welgunst, St. Thomas, Virgin Islands, 
as more particularly shown on Public Works Drawing No. B 3~—172-T56, 
dated October 11, 1956, a copy of which is hereto annexed and made a 
part hereof, as though more fully set forth herein, together with all 
improvements thereon and the appurtenances thereunto belonging, and 
described as follows: 

Area A—consisting of 40,025 square feet ; 

Area B—consisting of 11,725 square feet ; 

Area C—consisting of 10,150 square feet ; 

Area D—consisting of 3,525 square feet; making a total of 65,425 
square feet as shown on the aforesaid survey. 

To have and to hold said premises in fee simple forever. 

Grantor does warrant to the Grantee as follows: 

First : That Grantor is seized of the premises in fee simple, and has good right 
to convey same. 

Second : That Grantee shall quietly enjoy said premises. 

Third: That said premises are free from any and all encumbrances. 

Fourth: That Grantor will execute or procure any further necessary assur- 
ances of the title to said premises. 

Fifth: That Grantor will forever warrant the title to said premises. 

In Witness WHEREoF, Grantor has hereunto set its hand and seal the day and 
year first above written. 

VIRGIN ISLANDS REALTY CORPORATION 
By: Ben E, BaYNE (SEAL) 
(President) 
Attest : 


Exxtior J. FISHMAN 
(Secretary ) 
Signed, sealed and delivered in the presence of : 


EVERETT B. Brack. 
Esonta HASSELL. 


VIRGIN ISLANDS OF THE UNITED STATES, 
District of St. Thomas and St. John, 88: 


On the 14th day of November, 1956, before me personally came Ben BD. Bayne, 
to me known, who, being by me duly sworn, did depose and say that he resides 
in St. Thomas, Virgin Islands; that he is the President of the Virgin Islands 
Realty Corporation, the corporation described in, and which executed the above 
deed, that he knows the seal of said corporation; that the seal affixed to said 
instrument is such corporate seal; that it was so affixed by order of the Board 


of Directors of said corporation, and that he signed his name thereto by like 
order. 


[SEAL] BE. A. Gomez, Notary Public. 


OFFICE OF THE TAX ASSESSOR, 
Charlotte Amalie, St. Thomas, V.I., January 14, 1957. 
This is to certify that the above-mentioned property/properties does/do not 
owe any taxes to the Municipality of St. Thomas and St. John for the Calendar 
Year 1954. 
CrLARIcE A. Bryan, Tar Assessor. 
90694—57——56 
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Noted in the Public Surveyor’s Record for town property in the city of Char. 
lotte Amalie, St. Thomas, Virgin Islands of the United States of America, 
Book III—A for Kronprindsens’ Quarter, Folio 145. 

OFFICE OF THE PUBLIC SURVEYOR, 

St. Thomas, V.I., January 14, 1957. 
RvupoteH B. GALIBER, 
Commissioner of Public Works. 

Attest : 

It is hereby certified that the above-mentioned property, which, according to 
deed dated November 14, 1956, has not, according to the records of this office, 
undergone any changes as to boundaries and area. 

OFFICE OF THE PUBLIC SURVEYOR, 

St. Thomas, V.I., January 14, 1957. 
Rupo.teH B. GALIBER, 
Commissioner of Public Works. 

Fee: None (official use). 

Certified a true copy of Document No. 20, Recorded in Book No. 4K, Page 
No. 36, on January 14, 1957. 

St. Thomas, Virgin Islands, April 5, 1957. 


Cuiarice A. Bryan, Recorder of Deeds. 


UnitTep STATES ATTORNEY, 
VIRGIN ISLANDS OF THE UNITED STATES, 
Charlotte Amalie, V.I., December 4, 1956. 
His Excellency Water A. GoRDON, 
Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, Virgin Islands. 


Deak GovERNOR GorDON: This acknowledges your letter of December 3, 1956, 
with which you enclosed for my inspection copy of warranty deed from Virgin 
Islands Realty Corp. to the government of the Virgin Islands, conveying 65,425 
square feet of right-of-way for the extension of the waterfront roadway to the 
Harwood Highway. I have carefully examined the proposed deed and public 
works drawing B3—172-T56 which delineates the land area to be acquired. I 
find the document to be in proper form and legally sufficient. 

The public works drawing shows that there are several structures which im- 
pinge upon the road right-of-way. Ordinarily it would be necessary to secure 
disclaimers from occupants of these houses giving us assurance that they will 
not make claim of ownership and that the structures may be removed without 
any objection on their part. I talked with Mr. Floyd C. George, public sur- 
veyor, and he assures me that there will be no difficulty in this connection and 
that there will be no objection on the part of the present occupants of the build- 
ings to their removal from the roadway. 

Very respectfully, 
Leon P. MILLER, 
United States Attorney. 


GOVERNMENT HOUSE, 
Charlotte Amalie, St. Thomas, December 7, 1956. 
Mr. RupotPH B. GALIBER, 
Commissioner of Public Works, 
Department of Public Works, St. Thomas, V. I. 


DEAR Mr. GALIBER: In reply to your letter of November 26, 1956, enclosing 
copy of unsigned warranty deed transferring 65,425 square feet of right-of-way 
for the extension of the waterfront roadway to the Harwood Highway, the 
United States attorney advised me as of December 4, 1956, that the document 
is in proper form and legally sufficient. 

He added, however, that ordinarily it would be necessary to secure dis- 
claimers from occupants of the houses impinging upon the road right-of-way, 
giving assurance that they will not make claim of ownership and that the 
structures may be removed without any objection on their part. Although the 
public surveyor, Mr. Floyd C. George, has assured Mr. Miller that there will 
be no difficulty in this connection, I feel it would be prudent to obtain these 
disclaimers in writing. 
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The deed and map enclosed with your letter of November 26, 1956, are re- 
turned herewith, as you requested. 
Sincerely yours, 


Water A. GorDON, Governor. 


GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
Charlotte Amalie, St. Thomas, January 9, 1957. 
Mr. ANTHONY T. LAUSI, 
Director, Office of Territories, 
Department of the Interior, Washington, D. C. 

My Dear Director Lausti: I am transmitting herewith for your perusal and 
possible approval change order No. 1 to project No. 53-106 (R), Waterfront 
Highway, St. Thomas, V. I., contract 060—-669-56, dated May 28, 1956, approved 
by the Department of the Interior on April 23, 1956. 

This change order is for the extension of the Waterfront Highway west from 
station 00.0 at street through cemetery to intersection with Harwood Highway at 
station 14+-07.4. 

In view of the fact that the contractor insists that this extension be made 
available to him not later than January 31, 1957 (because of commitments in 
Puerto Rico), the public works department has already started to remove fences, 
etc. 

On December 18, 1956, the Director of Territories released the sum of $60,000 
for this extension of the Waterfront Highway. $43,222.36 will be allotted to this 
change order. The remaining $16,000 plus is being used for acquisition of 
property rights. 

Very sincerely yours, 
CHARLES K. CLAUNCH, 
Government Secretary. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF TERRITORIES, 
Washington, D. C., January 22, 1957. 
Mr. CHartes K,. CLAUNCH, 
Government Secretary, Government of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


My Dear Mr. ClrauncH: We have looked over change order No. 1 submitted 
with your letter of January 9, project No. 53-106 (R), Waterfront Highway, St. 
Thomas, V. I., and have no objection to its being processed by you in the usual 
manner. We note the reference in the last paragraph of your letter as follows: 

“The remaining $16,000 plus is being used for the acquisition of property 
rights.” 

This appears to us to be rather high. If it includes, as indicated by the change 
order, not only the acquisition of property but also the removal of fences, build- 
ings, telephone lines, power lines, etc., by the public works department of the 
Virgin Islands government, it may not be out of line. However, we would like 
to have a complete accounting of the $16,000 broken down showing the exact 
items which make up the total and this should be submitted to Washington 
through Mr. Seeley when the work is accomplished. 

Sincerely yours, 


AntTuHony T. Lavust, Director. 


WASHINGTON, D. C., February 28, 1957. 
Mr. CHARLES K. CLAUNCH, 


Government Secretary, Government of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


Dear Mr. CLAUNCH: On January 22, 1957, a letter was sent you inquiring con- 
cerning the item of $16,000 for the acquisition of property rights as mentioned in 
change order No. 1 submitted with your letter of January 9, 1957, project No. 
53-106 (R), Waterfront Highway, St. Thomas, V. I. 

If you will furnish the detailed information requested concerning this item 
of $16,000, it will be possible to proceed further with the consideration of change 
order No. 1. 


Sincerely yours, 
KIRKLEY 8. Cou.ter, Acting Director. 
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GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
Charlotte Amalie, St. Thomas, March 19, 1957. 
Mr. AntHony T. Lavsi, 
Director, Office of Territories, 
Department of the Interior, Washington, D. C. 

My Dear Director Lausi: I am enclosing herewith a copy of the warranty deed 
between the Virgin Islands Realty Corp., and the government of the Virgin 
Islands, conveying 65,425 square feet of land at the western terminus of the 
Waterfront Highway to the government of the Virgin Islands for $16,356.25, 
together with a letter from Governor Gordon to the commissioner of public works, 
dated December 7, 1956. 

In late October 1956 Governor Gordon told Mr. Galiber, the commissioner 
of public works, to confer with the United States attorney on the purchase of the 
property recorded in the above deed, and to follow the usual procedure. I have, 
today, talked to the United States attorney who advises me that he told Mr. 
Galiber if he could not negotiate purchase of this land for a reasonable sum, he 
would take steps to secure the land through condemnation proceedings. Mr. 
Galiber advised the United States attorney that he was sure he could negotiate 
the sale for a reasonable sum. Apparently Mr. Galiber considered $16,356.25 a 
reasonable sum. 

The government of the Virgin Islands is considering entering court to request 
a declaratory relief after the investigation of this matter has been completed. 

Very sincerely yours, 
CHARLES K. CLAUNCH, 
Government Secretary. 


GOVERN MENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
Charlotte Amalie, St. Thomas, March 22, 1957. 
Mr. AntHony T. LAvsI, 
Director of Territories, 
Department of the Interior, Washington, D. C. 

My Dear Mr. Laustr: In reply to your letter of February 28, 1957, concerning 
the item of $16,000 for acquisition of property rights, may I advise you that Mr. 
Galiber, the former commissioner of public works, negotiated purchase of 1%4 
acres of land for the terminus of the Waterfront Highway from the Virgin 
Islands Realty Co. for the sum of $16,356.25. 

The government of the Virgin Islands is at the present time investigating this 
purchase and will make another report to you within a fortnight. 

Very sincerely yours, 
CHARLES K. CLAUNOH, 
Government Secretary. 


Note.—Properties adjoining Waterfront Highway extension: This exhibit 
indicates the market value of land in the immediate vicinity of the highway 
extension. 


RupDOLPH B. GALIBER. 


GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
DEPARTMENT OF INSULAR AFFAIRS, 
DIVISION OF REAL PROPERTY ASSESSMENT AND RECORDING, 
Charlotte Amalie, St. Thomas, V. I., March 28, 1957. 
To Whom It May Concern: 
I hereby certify that the following documents are on record in the office of the 
recorder of deeds of the government of the Virgin Islands: 
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Docnu- | 
ment Recorded in— | Description 
No. | | 


884 | Book 4I, p. ! Lectesck ied tecawe ae Deed transferring parcel 20 of Estate Altona 
and Welgunst from Virgin Islands Realty 
Corp. to Victor Olive. Consideration, $570 
for 2,850 square feet. 
DOOM Ge p. OM ii eS Deed transferring parcel 22 of Estate Altona 
| and Welgunst from Virgin Islands Realty 
Corp. to Antoine Magras. Consideration, 
$284.80 for 1,424 square feet. 
Book 4I, p. ! ......-| Sept. 23,1955 | Deed transferring parcel 27 of Estate Altona 
and Welgunst from Virgin Islands Realty 
Corp. to Maria Nielsen. Consideration, 
$1,801.60 for 9,008 square feet. 
855 | Book 41, p. ! Waite ids ida ot 26,1955 | Deed transferring parcel 36 of Estate Altona 
| and Welgunst from Virgin Islands. Realty 
Corp. to Octave Greaux. Consideration, 
$1,683.20 for 8,416 square feet. 
Book 4I, p. 53 ited Sept. 23,1955 | Deed transferring parcel 59 of Estate Altona 
| | and Welgunst from Virgin Islands Realty 
| Corp. to Louis Quetal. Consideration, 
| $438.40 for 2,192 square feet. 
Book 41, p. 518. | Sept. 4,1955 | Deed transferring parcel 63 of Estate Altona 
and Welgunst from Virgin Islands Realty 
Corp. to Louis Greaux. Consideration, 
$422.60 for 2,113 square feet. 
248 | Book 4II, p. 1203 | Mar. Deed transferring parcel 77 of Altona and Wel- 
| gunst from Virgin Islands Realty Corp. to 
Ramon Fuertes. Consideration, $286 for 
1,430 square feet. 
Book 4K, p. 36 5 | Nov. 14,1956 | Deed transferring a portion of Estate Altona 
| and Welgunst from Virgin Islands Realty 
Corp. to the Government of the Virgin 
Islands. Consideration, $16,356.25 for 65,425 
| square feet.' 


— - 


1 Purchased by Government for extension of Waterfront Highway. 


CuaricE A. Bryan, Recorder of Deeds. 


GOVERNMENT OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
PusBLic WORKS DEPARTMENT, 
OFFICE OF THE COMMISSIONER, 
Charlotte Amalie, St. Thomas, August 31, 1956. 
Hon. CHARLES K. CLAUNCH, 
Acting Governor of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


Dear Mr. CLAUNCH: This is in reply to your letter of August 30, 1956, in which 
you desire a complete explanation of the shortage of funds and the dismissal of 
employees in the public works department. 

Enclosed please find correspondence from my administrative assistant, Mrs. 
Getterup, and from the head of the construction division. None of this corre- 
spondence is dated prior to August 15, 1956. 

The public works department had been making drastic cuts and laying off 
temporary employees during the last quarter of the fiscal year 1956. This action 
was taken in order to stay within the appropriation of the last quarter of the 
fiscal year 1956. The appropriation for the department during 1956 was $1,037,- 
000, insular matching funds. The quarterly allotment was in the neighborhood 
of $250,000 or $83,000 per month. We went into the fiscal year 1957 at this level 
with very few temporary employees. 

The budget approved by the senate and the governor was in the amount of 
$896,000 or $232,000 per quarter or $78,000 per month. When we realized this 
we made further retrenchments into personnel. We canceled our supplies and 
equipment purchases which were direly needed by the department, and which 
were essential to the operation of the department. Next, we received an advice 
of allotment of only $168,000 for the quarter or $56,000 per month. The public 
works department has never operated at this low level at any time during the 
past 5 years. 

Garbage collection and disposal demands have increased tremendously. Other 
government agencies have called upon the department for assistance in the areas 
of maintenance and repair. This assistance was usually requested at cabinet 
meetings. The department has been overburdened with numerous hidden costs 
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which include $20,000 per year insurance on government properties, $14,000 per 
year for workmen’s compensation, and approximately $20,000 for street light- 
ing. Yet a number of these expenses cannot be reflected in services since they 
are all constant costs. 

The department is further burdened with the maintenance of over $5 million 
worth of public works under Public Law 510—projects including sewers, water 
supply and distribution maintenance, and the maintenance of over 240 miles 
of highway. The department also removes over 6,000 cubic yards of garbage and 
rubbish monthly in addition to the flushing of many miles of open gutters. 

In addition to the few above-mentioned essential responsibilities, the depart- 
ment has also been cooperative in assisting other departments with their physi- 
cal problems such as maintenance and repair of public buildings, and the occa- 
sional maintenance of recreational areas and parks for the department of educa- 
tion. These latter responsibilities are of a cooperative nature. These programs 
are carried out throughout St. Thomas and St. Croix. 

Division chiefs and acting division chiefs were operating on a shoestring 
basis at the beginning of the fiscal year 1957. When their allotments were made 
to them they realized that their budgets were unrealistic, and that essential 
services would have to be curtailed. No division chief nor do I ever intend to 
overexpend public funds. Hence, immediate attention was taken to live within 
the meager balances in their budgets. I brought this matter to the attention 
of the Acting Governor before any reaction was taken. Since then general civil- 
service employees had to be placed on leave without pay and transferred to work 
on (ii) projects. Many of these employees have been with the department at 
least 5 years. 

On discussing the fiscal situation with the United States Comptroller and 
the Director of the Bureau of the Budget, the United States Comptroller agreed 
that the appropriation for the public works department was not realistic, and 
that the department had taken too severe a cut without essential public services 
being hampered. It is also evident that in the latter quarter of 1956, the depart- 
ment operated on a shoestring. Yet, the decrease in appropriation for 1957 as 
compared to 1956 was in the amount of $365,000 per annum. The cut under the 
amount appropriated by the legislature and approved by the governor was 
$224,000 per annum or $60,000 per quarter, or $20,000 per month. 

The department has now closed the rock-crushing quarry. Some appointed 
employees from other areas have been sent on leave without pay until a realistic 
budget has been reconstructed. 

My division chiefs and my administrative assistant find it impossible to live 
within the allotment of $168,000 for the first quarter. 

The island of St. Thomas, with a population of 16,000, together with the 
island of St. John, with a population of 700 were required to operate within a 
budget of $100,000 for the first quarter. 

The island of St. Croix was allotted $68,000 for the first quarter of this fiscal 
year, which was exactly the same amount appropriated to them the last fiscal 
year for the first quarter. This amount is the equivalent to St. Thomas and St. 
John operating on $190,000 per quarter. The difference is a ratio set over a 
period of years, and is based on need. I did not consider a reduction in force 
for essential services in St. Croix since a reduction in either area would have 
resulted in the curtailment of essential services. 

Respectfully, 
Rupo.pH B. GAuLIseER, 
Commissioner of Public Works. 


Note.—There have been no replies to these letters from Mr. Claunch or the 
Governor. 
RupoteH B. GALIBsER. 


UNITED STATES DEPARTMENT OF JUSTICE, 
UNITED STATES ATTORNEY, 
VIRGIN ISLANDS OF THE UNITED STATES, 
Charlotte Amalie, V. I., March 28, 1957. 
Hon. Bart Cuunporr, M. C., 
Chairman, Public Works and Resources Subcommittee, House of Repre- 
sentatives, Congress of the United States, Washington, D. C. 

DEAR CONGRESSMAN CHUuDoFF: Acknowledgement is made of your letter of 
March 25, 1957, concerning the recent acquisition by the government of the Virgin 
Islands of a one and one-half acre tract of land for the St. Thomas waterfront 
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highway at a cost of $16,300. You request a statement from me of all the 
details concerning this purchase with which I am familiar and describing the 
extent to which I participated in the arrangements. 

Mr. Rudolph Galiber, commissioner of public works, came to see me one day 
last fall concerning the acquisition of the parcel in question which was needed 
for the extension of the Waterfront Highway to connect with the Harwood 
Highway. He was disturbed by the fact that the owners of this land had told 
him that they definitely would not sell the land. They did propose, however, 
to exchange the necessary acreage for a parcel of land owned by the government 
at another location on the waterfront. Mr. Galiber had with him at the time 
a copy of the document by which title to the waterfront property had been 
transferred to the government of the Virgin Islands. He pointed out to me a 
provision in the agreement which explicitly prohibited the government from sell- 
ing or disposing of any of this property for private use. I had not seen this 
document previously, but I had no hesitancy in concluding that the government 
could not exchange any of this property even if it were of a mind to do so. I 
so advised Mr. Galiber and suggested to him that he explain the situation to the 
owners of the property involved. I also informed him that if the owners per- 
sisted in their refusal to sell, the government could acquire the land under its 
right of eminent domain. The time element was important and I told Mr. Gali- 
ber that if legal proceedings were necessary he should let me know without 
delay. This was the only consultation I had with Mr. Galiber or anyone else 
about the matter. 

On December 3, 1956, I received the following letter from Gov. Walter A. 
Gordon: 

“Enclosed is copy of unsigned warranty deed transferring 65,425 square feet 
of right-of-way for the extension of the Waterfront Roadway to the Harwood 
Highway. Attached thereto is map of the area. 

“Will you kindly check this deed for its legality, returning it and the map 
with your reply.” 

A copy of my reply to this letter is hereto attached. 

I had no further knowledge of or participation in this transaction. 

Sincerely yours, 

LEon P. MILLeEr, 

United States Attorney. 


DECEMBER 4, 1956. 
His Excellency WALTER A. GORDON, 


Governor of the Virgin Islands, Charlotte Amalie, St. Thomas, V. I. 


Dear GoverNor Gordon: This acknowledges your letter of December 3, 1956, 
with which you enclosed for my inspection copy of warranty deed from Virgin 
Islands Realty Corp. to the government of the Virgin Islands, conveying 65,425 
square feet of right-of-way for the extension of the Waterfront Roadway to the 
Harwood Highway. I have carefully examined the proposed deed and public- 
works drawing B3-172-T56 which delineates the land area to be acquired. I 
find the document to be in proper form and legally sufficient. 

The public-works drawing shows that there are several structures which im- 
pinge upon the road right-of-way. Ordinarily it would be necessary to secure 
disclaimers from occupants of these houses giving us assurance that they will not 
make claim of ownership and that the structures may be removed without any 
objection on their part. I talked with Mr. Floyd C. George, public surveyor, 
and he assures me that there will be no difficulty in this connection and that 
there will be no objection on the part of the present occupants of the buildings 
to their removal from the roadway. 

Very respectfully, 


Leon P. MILrr, 
United States Attorney. 


GOVERNMENT Hovsk, 
Charlotte Amalie, St. Thomas, V.I., April 23, 1957. 


Hon. Eart CHUDOFF, 
Chairman, Public Works and Resources Subcommitiee, 
House of Representatives, Washington, D. C. 
Dear Mr. CHuporF: In reply to your letter of April 12, 1957, a thorough search 


has failed to reveal any Virgin Islands government law, regulation, instruction, 
or other procedure which has been, at any time, in effect requiring that trans- 
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actions in real estate be based upon an appraisal by three independent appraisers, 

However, the practice of appointing a board of appraisers has been a custom 
for many years to protect the individual responsible for transactions in real 
estate. 

The following is a list of real estate acquired by the government of the Virgin 
Islands during the past 3 years, setting out the area, the date acquired, the 
acreage of square footage involved, the method of acquisition, together with the 
purchase price. 


| 
Name of estate Date acquired | Acreage How acquired 


Estate Bordeaux, No. 6 west | March 1955____.__} 499.1 acres.........| Direct purchase from the 
end quarter. | | | Huyghue family, $40,000 


Parcel of Estate, Anna’s Fancy.| May 1956__-- 6.78 acres..........| Direct purchase from Elisa 
M. R. Morch, $24,000 
| 120,086 square feet.| Purchase based on appraisal, 
$5,198.42. 


Taarnebjerg Nos. 31B, 36A, | 1956_ 
36B, 37B, 38B, 39B, 40B, 
40A B, 40AaB, 40D.1 
Parcel of Altona ....--.| January 1957 | 65,425 square feet__| Negotiated purchase from Vir- 
| | gin Islands Realty Corp., 
| _ $16,356.25 
Parcel of Altona and Wel- | February 1957_..-- 944 square feet._..| Negotiated purchase from Oc- 
gunst No. 36. | tave Greaux, $225. 
i 


! Appraisers: Mr. Joseph Sibilly, Mr. David Monsanto, Col. John H. Jouett (appointed by Governor), 


The first two items listed were specifically acquired by direct purchase in 
response to bills passed by the first legislature of the Virgin Islands (bill No. 
156 and bill No. 273). The last two items listed were acquired by negotiated 
purchase made by the commissioner of public works of the Virgin Islands. 

The above real-estate acquisitions are for the island of St. Thomas. Infor- 
mation concerning acquisition by the government of the Virgin Islands in St. 
Croix will be ready very shortly, and will be transmitted to yeu immediately 
upon receipt. 

Very sincerely yours, 
WALTER A. Gorpon, Governor. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF TERRITORIES, 
Washington, D. C., April 1, 1957. 
Mr. CHARLES K. CLAUNCH, 
Secretary of the Virgin Islands, 
Charlotte Amalie, St. Thomas, V. I. 


Dear Mr. CLAUNCH: In my letter of January 22 you were informed that we 
had no objection to processing change order No. 1 on project No. 53-106 (R) 
Waterfront Highway, St. Thomas, which was submitted with your letter of 
January 9. 

You will recall, however, that we did ask for a complete accounting of the 
$16,000 plus mentioned in your letter as being used for acquisition of property 
rights. 

Thereafter, on March 19, you transmitted a copy of a warranty deed dated 
December 7, 1955, whereby the Virgin Islands Realty Corp. conveyed to the 
government of the Virgin Islands 65,425 square feet of land at the western 
terminus of the Waterfront Highway for $16,356.25. Your letter recited steps 
taken by Mr. Galiber relative to the acquisition of this property. You stated 
that “the government of the Virgin Islands is considering entering court to request 
a declaratory relief after the investigation of this matter has been completed.” 
tesponding ‘to Acting Director Coulter’s followup letter of inquiry of February 
28 your letter of March 22 states that the government of the Virgin Islands is 
at the present time investigating this purchase and will make another report 
within a fortnight. 

Virgin Islands government procedure, like Federal Government procedure, 
requires that transactions in real estate, whether they be for the purchase, sale, 
exchange, or lease, shall be based upon an appraisal by three independent 
appraisers. Negotiation is not recognized as acceptable. It is our further under- 
standing that Comptroller Krabach is inquiring of Governor Gordon concerning 
certain aspects of this transaction. 
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We wish you to keep us currently informed of the results of the investigation 
you are making, and of any developments that may result from the inquiries 
being made by Mr. Krabach. 

Among the enclosures with your letter of March 19 is a copy of a letter of 
December 4, 1956, to Governor Gordon from United States Attorney Miller, 
advising the Governor that ordinarily it would be necessary in a transaction 
of this character to secure disclaimers from occupants of the houses impinging 
upon the road right-of-way, giving assurance that they will not make claim of 
ownership and that the structures may be removed without any objection on their 
part, and a copy of the Governor’s letter of December 7 to Mr. Galiber to the 
same effect. No copies of disclaimers were enclosed in your letter of March 19 
and we have informal advice that none have been obtained. In our view, it would 
appear only prudent to have followed the advice of the United States attorney 
in this matter; and if such disclaimers have not already been obtained that they 
be obtained at this time. 

Please advise us on actions taken and on developments as they occur in clearing 
up this transaction. 

Sincerely, 


Antuony T. Laust, Director. 


Act No. 141 (Brtz No. 337) 


THE FIRST LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES, 2ND SPECIAL 
SESSION, 1956 


To Appropriate Funds for the Extension of the St. Thomas Waterfront Highway 


Be it enacted by the Legislature of the Virgin Islands: 

Section 1. In order that the Saint Thomas Waterfront Highway can be 
extended from its presently planned western terminus to join with the Harwood 
Highway, the amount of Sixty Thousand ($60,000) Dollars is hereby appropriated 
out of any funds available in the Special Internal Revenue Funds of the Treasury 
of the Virgin Islands not otherwise appropriated for expenditure in accordance 
with sub-section 28 (c) (ii) of the Revised Organic Act of the Virgin Islands 
during the Fiscal Year July 1, 1956 to June 30, 1957. This appropriation shall 
provide for the removal of superficiary houses located in Estate Altona which 
may be in the right-of-way of the proposed Waterfront Highway and said super- 
ficiary houses shall be placed on no less favorable site in the same vicinity at 
the expense of the Government of the Virgin Islands. 

Thus passed by the Legislature of the Virgin Islands on October 8, 1956. 

Witness our Hands and the Seal of the Legislature of the Virgin Islands this 
8th Day of October, A. D. 1956. 

WaAttTer I. M. Hones, 
President. 
JORGE RODRIGUEZ 


Legislative Secretary. 
The above Bill is hereby sanctioned and approved. 


Witness my hand and Seal of the Government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, Virgin Islands, this 10th day of 
October, A. D. 1956. 


WALTER A. GoRDON, Governor. 
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Waterfront highway 


Act No. 117 (Bitz No. 283) 


THE FIRST LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES, REGULAR 
SESSION, 1956 


To Provide Appropriations for Essential Public Projects for Expenditure during 
the Fiscal Year July 1, 1956 to June 30, 1957 


STATEMENT OF MOTIVES 


According to figures obtained from the Virgin Islands Comptroller there is 
available for appropriation for Essential Public Projects for the Fiscal Year 
1957 the sum of $1,700,937. It is the intent of the Legislature in making the 
appropriations herein that a reserve be maintained for emergencies. Accordingly, 
this appropriation will leave a balance of $152,937. 

Be it enacted by the Legislature of the Virgin Islands: 

Section 1. The following sums for essential public projects or so much thereof 
as may be necessary, are hereby appropriated out of any funds available in the 
Special Internal Revenue Fund in the Treasury of the Virgin Islands not other- 
wise appropriated in accordance with Sub-section 28 (c) (ii) of the Revised 
Organic Act of the Virgin Islands for expenditure during the Fiscal Year July 1, 
1956 to June 30, 1957, for the purposes hereinafter expressly named: 

For all expenses necessary for surveys, architectural services, plans and speci- 
fications, inspection, acquisition of rights-of-way and properties, and construc- 
tion—including labor and materials—of essential projects as provided by Sub- 
section 28 (c) (ii) of the Revised Organic Act of the Virgin Islands (Public 
Law 517)—83rd Congress for the following projects: 


ci- 
1¢- 
1b- 
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ST. THOMAS 


Improvements of Hassell Have road_...............--............. 
Improvements of Hospital Ground road, directly north of Catchment 

I INO, 9 on nxsncictytihes cnaetilides citsisbalialcpocaheainndgeaas tak eagle cnaln cleats daca 
Dubiding of Stepe at Hompiteal Growin nisciecipcicectetcie i enttlenintiniipenion 


Improvements to Hospital Ground Road from Pollyberg past Catch- 

BAG GTOR: NO. Diisenncccinis wisn scomcsecistitgsedntinbdiaeieasadebaeatabastcnanias 
Improvements to Lyttons Fancy to Agnes Fancy Road____________-__ 
Improvements of Nordsedevej-Agnes Fancy—Vester Gade roads 
Opening of Roadways at Agnes Fancy and Inter Gade 
Improvements of Lindberg Bay, 2 roads_..._._--.---------.-_.__--. 
Improvements of Lincoln School Hill Road__.------_---__________ 
Improvements to Concrete Strips at Agnes Fancy and turn around 

area for cars and other improvements___-___-..-__.--_-__---____- 
Improvement of Mafolie to Agnes Fancy road 
Improvements at Altona Road 
Ieppeorement of Nadir Rees. isn 5 eect ee dei 
Improvement of High Road leading from above Murphy Gade, includ- 

ing opening of drains and extension of curb walls on eastern side 


a ew we oe oe 


Improvement of road and building steps at Skov Gade 
Improving Road leading west from Brewer’s Bay__----------_----_- 
Extension of Hassell Have road and making turn-around area for ve- 


Improvement of Hospital Ground to Lyttons Fancy road 
Improvement of Roads at Staabiland____....._-..----.--.....____ 
Improvements to Ball Park and Stadium, including lighting at Lionel 
Roberts Ball Park for night softball and other games 
Telephone Improvements at new Senate Building 
Telephone: 
ICANN. NOI ss asc tactegna acon iad mids iemceel beans tee slesdabn eiinseianeaeeaulabinredia ee 
Town Project (post office to Sub Base Gate) —--.-.---__-------__ 
Airport Tintrance amd: Wicimith...oisn 4 ss a ee 
Town Project, (Fireburn Hill and Savan) —~-.----_--_--------__- 
For Radio Telephone and Extension of Service between St. Thomas 
aud Bt. S00. isi i cant ch deadline. 22 
SRE CE CCE ER a ai iran seestin en estes iliac atacand 
Improvements to Catchment Areas and Cisterns at East End and 
SRC sissies scree sstionercnenm chap ela tected a dealieaiaicicie Sanciacciiihtaianaailaaiia 
Expansion of Potable Water System, including extension of potable 
water lines to Estate Thomas and other areas, and other improve- 
it anni so anciccncsasep cs cconiahiouieatedian ibienakat Guay cieeatiamen eee aia niontam indeed 
Sewer Pxtensions 


Completion of Office Building of Legislature and Welfare Department_— 
Matching Fund for extension of Hospital to provide at least 25 addi- 

tional Beds, and repairs to existing facilities 
TL POPRMUUR RON, URCUETGRIOID SURRY "Ch UN WII rt taciarcn caine 
Preparing of Building for use of Veterinarian______________________ 
Surveys, subdivisions of roads and other improvements at Estate Anna 

RCT ENTE I oon ics cessing canteen ne eee Basdialndigin hd 
Construction of a Model Kindergarten and Community Center at 
Water supply system at Dorothea Experiment Station._.....___.____ 
Renovation of former Public Works Department building for use of 

STUNG CIO isan enin cgsiiin-cipnepsivierilcionraigteahagn aia laces iain tao ease 
Construction of Public Toilet at Red Hook 


Italics supplied to designate Marine Barracks. 


15, 000 
25, 000 
50,000 


130, 000 
2, 500 
6, 000 

10, 000 


35, 000 
5, 000 


10, 000 
3, 000 


479, 000 
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SAINT CROIX 


Extension and Improvements at Alexander Hamilton Airport to match 

contribution by Federal Government____--_-~----_------_---_---~- 
Telephone System including installation of Public Pay phones 
Improvements to Potable Water System_--.----------...---...---.- 
Water Prosece Tor pes rowers nicks 
Improvements at Mannings Bay Race Track 
TO TeREED- Gt Tere ee Sit THOUS 2 i 
Recreation facilities including improvements at Cramer’s Park, includ- 

ing the construction of modern comfort stations, renovation of bath 

houses, construction of dancing areas, cistern, improvement at Grove 

Place and other areas, also including improvement at Ball Park at 

Frederiksted ‘and  Ohristiansted. ..... .... 2.0... .....-..-...- 
Improvement to Frederiksted School and/or for purchase of additional 

Rad Sor -commolidiated -GchoGh. ..ci5 5k ie hbildhe cine adimewaiaes 
TI POVEIIOREE TO QOWOTEa ancien cee enn cncnediek wd adeneseee 
Improvements to road and highways (Centerline Road) 
Coompiruennee nN i a ok Sd ike nn 
Detention faciiities for juveniles... kh e hein 
Facilities and equipment, training school for girls___._..._-__.__-_____~- 
Matching Fund for extension of Hospital to provide at least 25 addi- 

tional beds and repairs to Charles Harwood Memorial Hospital___- 
Rian Berean ne a ee eis 
Improvements to Frederiksted and Christiansted Wharves_____---__- 
Renovation of Ud - Barvaces. oo a a ea. 
Erection of suitable Hangar for small planes at Alexander Hamilton 

Airport and other improvements 
Ronograpuse ap for. Bait reise 6 sn i i inne ce 
Subdivision of roads for Homstead Lands, ete__._.__-_--.____-__------ 
Contribution to St. Croix Museum for repairs to building and other 

I cies cin stares nastiest daipgpenniogmutilbannale acai enna aiianaae ROG NTL. Ee 
Concrete bridge across lagoon leading to Radio Station WIVI__--_--- 
Construction of road by Columbus Bay Corporation in accordance with 

percoment of July 1). 1066... idasiitois oi 
Improvement of Scenic Road from Salt River to Hams Bay 
Construction and completion of sidewalk at Christiansted 


SAINT JOHN 


Improvement to road, streets and highways_______-_-_-__-_______--_ 
Construction of public cistern at Estate Bordeaux 
Improvement to clinic at Coral Bay 
CComrectiGn (6 dete GC MOOG Mine ee 
Construction of Pablic Toilet at Cruz Bay... 
Repairs to Office Quarters of Administrator 
BUT” CRN "OE TI TI a ach Sta a senses cecidsseedin ca egemseseeciaheneniie 
Topographic Map for the Island of St. John 


INSULAR 


Operation of tug and Barge and Water Development 


Tote, aeeeiGial prapeete ss Be ek 


125, 000 
21, 000 
10, 000 
30, 000 


20, 000 
10, 000 
5, 000 


15, 000 
5, 000 


5, 000 
20, 000 
14, 000 


877, 500 


$75, 000 
10, 000 
10, 000 

2, 000 
5, 000 
10, 000 
1, 500 
3, 000 


116, 500 





$75, 000 
1, 548, 000 





Thus passed by the Legislature of the Virgin Islands on June 7, 1956. 
Witness our Hands and the Seal of the Legislature of the Virgin Islands this 


7th Day of June, A. D., 1956. 


WaALTerR I. M. HopGz, 
President. 


JORGE RODRIGUEZ, 
Legislative 8 


ecretary. 


Bill No. 283 is sanctioned and approved subject to the deletions as specifically 


listed on the following pages. 
[SEAL] 


CHARLES K, CLaAuNoH, 


Acting Governor. 


JUNE 26, 1956. 
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GOVERNMENT HOUSE 
CHARLOTTE AMALIE, ST. THOMAS, V. I. 


Bill No. 253, to provide appropriations for essential public projects for expendi- 
ture during the fiscal year July 1, 1956 to June 30, 1957, is hereby sanctioned and 
approved subject to the deletions specifically listed : 

By and under the powers and authority given me under Section 9 (d) of the 
Revised Organic Act, July 22, 1954, the following items and sections and/or 
portions of items or sections and/or parts of items or sections are hereby disap- 
proved and vetoed: 


(a) The Statement of Motives, beginning with the words, “Statement of Motives” 
down through and including “$152,937”. 
(b) Improvements of Hospital Ground road, directly north of Catchment area 
No.5... . 10,000, is deleted. 
(c) Improvements to Hospital Ground Road from Pollyberg past Catchment 
area No.5... 12,000, is deleted. 
(d) Improvements of Nordsedevej—Agnes Fancy—-Vester Gade roads. . 
10,000, is deleted. 
(e) Openings of Roadways at Agnes Fancy and Inter Gade . . . 2,000, is deleted. 
(f) Improvements of Lindberg Bay, 2 roads . . . 10,000, is deleted. 
(g) Improvements of Lincoln School Hill Road . . . 2,000, is deleted. 
(h) Improvement of Mofolie to Agnes Fancy road . . . 2,000, is deleted. 
(i) Improvements at Altona Road . . . 3,000, is deleted. 
(j) Improvement of Nadir Road . . . 5,000, is deleted. 
(k) Improvement of High Road leading from above Murphy Gade, including 
opening of drains and extension of curb walls on eastern side of road .. . 
5,000, is deleted. 
(1) Improvement of road and building steps of Skov Gade . . . 3,000, is deleted. 
(m) Improving Road leading west from Brewer’s Bay .. . 5,000, is deleted. 
(n) Extension of Hassell Have road and making turn-around area for ve- 
hicles . . . 2,000, is deleted. 
(o) Improvement of Hospital Ground to Lyttons Fancy road. . . 2,000, is 
deleted. 
(p) Improvement of Roads at Staabiland . . . 3,000, is deleted. 
(q) Telephone: Hospital Project ... 1,500; Town Project (post office to Sub 
Base Gate) ... 1,500; Airport Entrance and vicinity . .. 2,000; Town 
Project, (Fireburn Hill and Savan) . . . 2,000, is deleted. 
(r) For Radio Telephone and Extension of service between St. Thomas and St. 
John . . . 15,000, is deleted. 
(s) Extension of Country Lines . . . 2,000, is deleted. 
(t) Matching Fund for extension of Hospital to Provide at least 25 additional 
beds, and repairs to existing facilities . . . 130,000, is deleted. 
(u) Detention facilities for Juveniles . . . 2,500, is deleted. 
(v) Construction of Public Toilet at Red Hook . . . 3,000, is deleted. 
(w) Improvements at Mannings Bay Race Track . . . 20,000, is deleted. 
(x) Improvements at King’s Hill Home . . . 20,000, is deleted. 
(y) That portion on Page 4 under St. Croix, after the words, “Recreation Facili- 
ties”, which reads as follows: 
“including improvements at Cramer’s Park, including the construction 
of modern comfort stations, renovation of bath houses, construction of 
of dancing areas, cistern, improvement at Grove Place and other areas, 
also including improvement at Ball Park at Frederiksted and 
Christiansted” 

is deleted. 

(z) On Page 4, under the heading, St. Croix. after the words “Improvements to 
road and highways”, the following is deleted: “(Centerline Road). 

(aa) Detention facilities for juveniles . . . 2,500, is deleted. 

(bb) Facilities and equipment, training school for girls . . . 15,000, is deleted. 

(ce) Matching fund for extension of Hospital to provide at least 25 additional 
beds and repairs to Charles Harwood Memorial Hospital . . . 125,000, 
is deleted. 

(dd) Subdivision of Roads for Homestead Lands, ete. . . . 5,000, is deleted. 

(ee) Contribution to St. Croix Museum for repairs to building and other ex- 
penses .. . 15,000, is deleted. 

(ff) Concrete bridge across lagoon leading to Radio Station WIVI .. . 5,000, 
is deleted. 


90694—5 7—_—_57 
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(gg) Construction of road by Columbus Bay Corporation in accordance with 
agreement of July 11,1955 . . . 5,000, is deleted. 
(bh) Construction of public cistern at Estate Bordeaux . . . 10,000, is deleted. 
(ii) Improvement to clinic at Coral Bay .. . 10,000, is deleted. 
(jj) Construction of Jetty at Hast End... 2,000, is deleted. 
(kk) Repairs to Dock at Cruz Bay . . . $1,500, is deleted. 
As sanctioned and approved, Bill No. 283 reads as follows: 


Brix No. 283 


THE FIRST LEGISLATURE OF THE VIRGIN ISLANDS OF THE UNITED STATES, 
REGULAR SESSION 1956 


To Provide aggneetintoes for BHssential Public Projects ad eS during the 
Fiscal Year July 1, 1956 to June 30, 1 


Be it enacted by the Legislature of the Virgin Islands: 

Section 1. The following sums for essential public projects or so much 
thereof as may be necessary, are hereby appropriated out of any funds avail- 
able in the Special Internal Revenue Fund in the Treasury of the Virgin 
Islands not otherwise appropriated in accordance with sub-section 28 (c) (ii) 
of the Revised Organic Act of the Virgin Islands for expenditure during the 
Fiscal Year July 1, 1956 to June 30, 1957, for the purposes hereinafter expressly 
named : 

For all expenses necessary for surveys, architectural services, plans and speci- 
fications, inspection, acquisition or rights-of-way and properties, and construc- 
tion—including labor and materials—of essential projects as provided by Sub- 
section 28 (c) (ii) of the Revised Organic Act of the Virgin Islands (Public Law 
517)—83rd Congress, for the following projects: 


Note.—Rudolph B. Galiber, former commissioner of public works, informed 
the committee on March 28, 1957, that funds for the projects listed on pages 
4, 5, and 6 were never released to the department of public works. 


ST. THOMAS 


IE CAE Re I ii scence tecnica $15, 000 
Building of Steps at Hospital Ground____-_------___--__----------_. 4, 500 
Improvement to Lyttons Fancy to Agnes Fancy Roard_.------------ 10, 000 
Improvements to Concrete Strips at Agnes Fancy and turn around area 

per: care on Oter eeroranent.... .. eee 6, 000 
Improvements to Ball Park and Stadium, including lighting at Lionel 

Roberts Ball Park for night softball and other games_______--___~- 35, 000 
Telephone Improvements at new Senate Building__.__________________ 2, 000 
Improvements to Catchment Areas and Cisterns at East End and 

SS es eg a he cadena aeedappanetipcritaincces sncemmeeseneesean 15, 000 


Expansion of Potable Water System, including extension of potable 
water lines to Estate Thomas and other areas, and other improve- 


Ce ese ianieniceme eedenatentunienaimnniom 15, 000 
Co aon a com nc ucarennteuceanueaemeit 25, 000 
Completion of Office Building of Legislature and Welfare Department_ 50, 000 
Preparing of Building for use of Veterinarian__.______________-_.__- 6, 000 
Surveys, subdivision of roads and other improvements at Estate Anna 

CN ee eee ee ne lk a aa c ince ea ae a ounen naan 10, 000 
Construction of a Model Kindergarten and Community Center at 

NUN Wiis ac tk apne cides accom ance icant mania ae elieie nahontakaasmiab tienen 35, 000 
Water supply system at Dorothea Experiment Station___._.__._.__.____- 5, 000 


Renovation of former Public Works Department building for use of 


SUTIN Ne oases aeeuienmamme mean 10, 000 
243, 500 
ST. CROIX 

Extension and Improvements at Alexander Hamilton Airport to match 
contribution by Federal Government_____---.____---_-___---__ $200, 000 
Telephone System including installation of Public Pay phones______ 35, 000 
Improvements to Potable Water System_____________-_______-______ 20, 000 
Ware Prose. tor Small Growers... nas ct ee 15, 000 


eeperrarametn Sunuernunee 225. oh 8 ee a, Se 30, 000 
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Improvement to Frederiksted School and/or for purchase of addi- 

tional land for consolidated school $20, 000 
Improvements to sewers 30, 000 
Improvements to road and highways 100, 000 
Construction Equipment 90, 000 
Repairs to Hansen’s Home 21, 000 
Improvements to Frederiksted and Christiansted Wharves____----__ 10, 000 
Renovation of Old Barracks 30, 000 
Erection of suitable Hangar for small planes at Alexander Hamilton 

Airport and other improvemette nau codices cs ki 20, 000 
Topographic Map for Saint Croix 10, 000 


Improvement of Scenic Road from Salt River to Hans Bay 20, 000 
Construction and completion of sidewalk at Christiansted 14, 000 


665, 000 
ST. JOHN 


Improvement to road, streets, and highway 75, 000 
Construction of Public Toilet at Cruz Bay 5, 000 
Repairs to Office Quarters of Administrator 10, 000 
Topographic Map for the Island of St. John 3, 000 


93, 000 
INSULAR 


Operation of tug and Barge and Water Development 75, 000 


Total essential projects 1, 076, 500 


Thus passed by the Legislature of the Virgin Islands on June 7, 1956. 
Witness our Hands and the Seal of the Legislature of the Virgin Islands this 
7th day of June, A. D., 1956. 
WALTER I. M. Hones, President. 
JORGE Ropricuez, Legislative Secretary. 


As approved, the figures in the right hand column of Bill No. 283 indicate that 
$1,076,500 has been appropriated for Essential Public Projects for the Fiscal 
Year 1957. 

Witness my hand and Seal of the Government of the Virgin Islands of the 
United States at Charlotte Amalie, St. Thomas, Virgin Islands, this 26th day of 
June, A. D., 1956. 


[SEAL] WALTER A. GorpDon, Governor. 


UnrtTep STaTEs DEPARTMENT OF JUSTICE, 
UnNitTep STATES ATTORNEY, 
VirGIN ISLANDS OF THE UNITED STATEs, 
Charlotte Amalie, V. I., April 28, 1957. 
Hon. Earit CHUDOFF, 
Member of Congress, Chairman, Public Works and Resources Subcommittee, 
House of Representatives, Congress of the United States, Washington, D. C. 


DEAR CONGRESSMAN CHupDOFF: Reference is made to your letter of April 12, 
1957, concerning procedure effective here in the acquisition of real property by 
the government of the Virgin Islands. In paragraph 4 of your letter you 
say: 

“IT would appreciate your sending me a copy of any Virgin Islands government 
law, regulation, instruction, or other procedure in effect during the last 3 years 
which requires that real-estate transaction be based on an appraisal by 3 
independent appraisers.” 

I have not been able to find any law, Executive order, or regulation, requir- 
ing that “real-estate transactions be based on an appraisal by three inde— 
pendent appraisers.” I have been told by persons who have served officially in 
past administrations that this is a long-standing custom. The appraisement is 
considered advisory only, but serves to relieve the purchasing official of the 
burdensome responsibility of determining what would be a fair price for the gov- 
ernment to pay. 

It was necessary about a year ago to acquire a parcel of land from the West 
Indian Co., Ltd., for extension of the waterfront highway to its eastern terminus. 
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Three appraisers were appointed to determine the fair value of this land. I am 
told by Government Secretary Charles K. Claunch that on at least two other 
eccasions he has apponted appraisers to make such determinations. 

The government acquired two tracts of land to be subdivided and sold to in- 
dividuals by the municipal land authority under the homestead law (bill No. 
198, July 7, 1953). One of these tracts was Bordeaux Estate consisting of ap- 
proximately 500 acres for which $40,000 was paid. This purchase was ne- 
gotiated by the municipal land authority sometime in the summer of 1954. The 
other parcel purchased was 7 acres of Estate Anna’s Fancy for which $24,000 
was paid. This purchase was authorized by an act of the legislature and the 
price paid was approved by the legislature. I find nothing to indicate that ap- 
praisement procedure was followed in either of these instances, and probably the 
customary procedure was not designed to apply to transactions of this type. 

Sincerely yours, 
Leon P. MILLER, 
United States Attorney. 


APPENDIX P 
May 2, 1957. 
Mr. D. A. WILLIAMS, 
Administrator, Soil Conservation Service, 
Department of Agriculture, Washington, D. C. 


DEAR Mr. WILLIAMS: In the course of a hearing on Virgin Islands problems 
held on May 1, 1957, a question came up as to the water level in the soil conserva- 
tion dams on the island of St. Thomas as of April 27, 1957. There seemed to be 
some confusion as to whether these dams were dry or low as a result of the recent 
dry spell on the island. 

I would appreciate it very much if you would have your regional office check 
on the water level in the dams on that date or in the week prior thereto, and 
report their findings to the Public Works and Resources Subcommittee 

Sincerely yours, 
EARL CHUDOFF, 
Member of Congress, Chairman, Public Works and Resources Subcommittee. 


UNITED STATES DEPARTMENT OF AGRICULTURE, 
Sor CONSERVATION SERVICE, 
Washington, D. C., May 10, 1957. 
Hon. Eart CHUDOFF, 
Chairman, Public Works and Resources Subcommittee, 
House of Representatives. 


DEAR CONGRESSMAN CHuDOFF: Your letter of May 2, 1957, inquired as to the 
water level of dams in St. Thomas, V. I. Our Caribbean area director, Mr. R. L. 
Von Trebra, notified us that— 

Water level in the Kirkterp Dam is 5.5 feet below spillway elevation. Present 
depth of water is 22.5 feet. 

Water level in the Lockhart Dam is 3.2 feet below spillway elevation. Present 
depth of water is 14.8 feet. 

Water flowed through the spillway of both these reservoirs last December, 

The Hartland Damisdry. It was completed just recently. 

Mr. Von Trebra also informed us that there has been no rain in recent weeks 
in that area. We hope this information adequately covers your request. If 
we can be of further assistance, please let us know. 

Sincerely yours, 
D. A. WILLIAMS, Administrator. 

(Note.—The word “Hartland” apparently is a typographical error and is 
intended to be “Hartman.”’’) 
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APPENDIX Q 


GOVERNMENT OF THE VIRGIN 
ISLANDS OF THE UNITED STATES, 
Pusiic WoRKS DEPARTMENT, 
OFFICE OF THE COMMISSIONER, 
Charlotte Amalie, St. Thomas, March 25, 1957. 
Hon. Eart Cuvuporr, M. C., 
Chairman, Public Works and Resources Subcommittee, 
House Office Building, Washington, D.C. 


Sir: This acknowledges receipt of your letter of March 21, 1957, with “in- 
terrogatories” enclosed, which I have filled out to the best of my knowledge and 
belief. 

As to dates given I wish to call your attention to my statement under your 
question No. 14. I am very sorry that I cannot be more definite as to these 
dates. 

I do hope I have now satisfied your requirements. 

Very truly yours, 
Erta O. BRYAN, 
Secretary to the Commissioner. 
( Through the Governor of the Virgin Islands. ) 


INTERROGATORIES To Be FILLED IN BY Mrs. Erta O. Bryan, SECRETARY TO THE 
COMMISSIONER OF PuBLIC Works, St. THOMAS, V. I. 


1. Q. Were you at any time instructed by Mr. Rudolph Galiber to telephone 
daily reports on the amount of water in the public water system of St. Thomas, 
to the office of the Governor?—A. Yes. 

2. Q. If so, please state to the best of your recollection, the date upon which 
these instructions were first given to you and any dates upon which they were 
renewed.—A. July 1956 (approximately). 

3. Q. Did you, in fact, telephone to the Governor's office, daily reports on the 
amount of water in the public water system ?—A. Yes. 

4. Q. To the best of your recollection, when did you commence telephoning 
these daily water reports?—A. July 1956 (approximately). 

5. Q. Were there any periods, other than Saturdays, Sundays, and holidays, 
between the time when you first commenced telephoning the daily water reports 
to the Governor’s office, and January 1, 1957, during which you failed to telephone 
such daily reports?—A. No, not to my recollection. 

6. Q. If so, give dates of such periods.—A. None. 

7. @. To whom in the Governor’s office did you telephone the daily water 
reports ?—A. Mrs. Dodd ; sometimes to Mr. Wheatley. 

8. @. Were Mr. Galiber’s instructions regarding the telephoning of the daily 
water reports to the Governor’s office given verbally or in writing?—A. Verbally. 

9. Q. Please attach a copy of each written instruction received by you regard- 
ing the reporting of water supply on St. Thomas to the Governor’s office.—A. None 
were received. 

10. Q. State the manner in which you received the information upon which 
to telephone the daily water reports to the Governor's office—A. Measurements 
of cisterns are received from water plant superintendent by telephone, and are 
turned over to the head, water division, for computation and recording on sheet, 
after which I relay same by telephone to Governor’s office. 

11. Q. Were any records kept of the daily information received by you and 
sent to the Governor’s office?—A. Yes, from August 7, 1956. 

12. Q. Please attach original or copies of all such daily records.—A. Copies 
are being made and will be forwarded as soon as completed. 

13. Q. If such records are not available, please state what happened to 
them.—A. The month prior to August 7, 1956, the information was relayed on 
slips of paper from me to the head, water division, and information returned 
on said slips which were destroyed and not kept after information was relayed 
to the Governor's office. 

14. Q. Please state any additional information which you believe to be relevant 
to this inquiry.—A. Dates given in this “Interrogatories” are to the best of my 
knowledge as can be substantiated by daily reports on file in the Public Works 
Department. Prior to this date, I repeat, I cannot make any definite statement 
as I did not pay any special significance to the subject matter as my instructions 
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were received verbally, and I did not believe it might be needed at any future 
date. 

I, Eria O. Bryan, secretary to the commissioner of public works, St. Thomas, 
V. I., being duly sworn, do hereby state that the answers given by me to the 
above interrogatories, numbered 1 through 14, are true to the best of my 
knowledge and belief. 

Erta O. Bryan. 

Subscribed and sworn to before me this 26th day of March 1957, in the city of 
Charlotte Amalie, St. Thomas, V. I. 

[SEAL] SustTHENS VIALET, Notary Public. 

My commission expires at the pleasure of the Governor. 


APPENDIX R 


OFFICE OF THE SOLICITOR GENERAL, 
Washington, D. C., May 28, 1957. 
Re In the matter of petition of the finance committee of the legislature of the 
Virgin Islands to compel Percy de Jongh, Commissioner of Finance, to 
appear and present documents, C. A. 3, No. 12,078. 


Hon. Eart CHUpDOFF, 
Chairman, Public Works and Resources Subcommittee of the Committee 
on Government Operations, House of Representatives, Washington, D. C. 


DEAR CONGRESSMAN CHUDOFF: Your letter of May 22, 1957, indicates that it 
will be helpful to the Public Works and Resources Subcommittee, which is 
making a study of the operations of the Virgin Islands government, to know 
the reasons why we have decided not to seek review in the Supreme Court of 
the decision of the Court of Appeals for the Third Circuit in this case. I am 
happy to comply with that request. 

As you know, there is no appeal as of right to the Supreme Court from a 
decision of the court of appeals in a case of this type. Review may be had only 
there are “special and important reasons,” and the Supreme Court has indicated, 
both in its rule 19 and by its practice over the years, the considerations governing 
the granting of such a petition. In this case, we concluded that, without regard 
to the correctness of the decision of the court of appeals, the matter did not 
fall within the criteria established by the Court. The issue is limited to the 
Virgin Islands, and turns on the particular wording and history of the Organic 
Act of 1954 which applies only to those islands. 

Adverse decisions were rendered, after thorough and careful consideration, 
by the two courts which are directly concerned with the islands—the District 
Court of the Virgin Islands (speaking through Circuit Judge Hastie, a former 
Governor) and by the Court of Appeals for the Third Circuit, which is the court 
of normal appellate review for the islands. In these circumstances, I did not 
feel that the problem was of sufficient general importance to attempt to obtain 
a further review in the Supreme Court. 

In addition, it was the view of many of those who had studied the matter 
within this Department that the rulings of Judge Hastie and the court of appeals 
were probably correct, and that it was highly unlikely that the Supreme Court 
would take another view of the merits of the case, even if certiorari were 
granted. 

I hope that this information is sufficient for your purposes and will indicate 
the grounds of my decision not to file a petition for certiorari. 

Sincerely yours, 
J. Lee RANKIN, 
Solicitor General. 


APPENDIX § 


GOVERNMENT Howse, 
Charlotte Amalie, St. Thomas, V. I., February 28, 1957. 
Hon. Eart CHUDOFF, 
Chairman, Public Works and Resources Subcommittee, Committee on 
Government Operations, House Office Building, Washington, D. C. 
Dear Mr. Cuvuporr: In reply to your letter of February 8, 1957, addressed to 
Governor Gordon, I am enclosing: (1) A list of all cabinet positions, and 
division, branch, or section chief positions vacant or filled on a temporary or 
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acting basis in the Virgin Islands government; (2) A list of positions filled on a 


regular, temporary, or acting basis by the government secretary of the Virgin 
Islands. 


I trust you will find this information satisfactory for its purpose. 
Very sincerely yours, 


CuHartes K, Crauncn, Acting Governor. 


FEBRUARY 28, 1957. 


List of all cabinet positions, and division, branch, or section chief positions 
vacant or filled on a temporary or acting basis in the Virgin Islands government 








! 
Agency Vacancy Filled by acting or 
temporary personnel 
Bin ce sacuhiee ee Shbniers Chief officer, division of medical care... (Physician II.) 
Public. works................. | Clemens, 2a sd a ental (Inspector general.) 
| Assistant commissioner. --........----- None. 
| Head, water division...........-.--.-- Do. 
Agriculture and labor.......- | COMMIS ce te a (Government secretary.) 
Head, agricultural division...........- None. 
po ee eee A ene ee | (Government secretary.) 
Head, division of property ---.......--- | None. 
Tourism and trade-_-.-......- eS RSE NEES | (Government Secretary.) 
Executive director, St. Croix..........| None. 
Social welfare................ | Director of institutional care --..-.---- Do. 
ints chocnaieneunel I (Assistant commissioner.) 
Director of secondary schools_-_-------- (Director of auxiliary services.) 
| Director of elementary schools_........| None. 
| High school principal, St. Croix.......| (Principal teacher.) 





FEBRUARY 28, 1957. 


List of all positions filled on a regular, temporary, or acting basis by the govern- 
ment secretary of the Virgin Islands 


. Government secretary. 

. Acting commissioner, department of insular affairs.’ 
Acting commissioner, department of tourism and trade.* 
Supervisor, department of agriculture and labor.* 
Commissioner of insurance. 

. Chief licensing officer. 

Registrar, trademarks and patents. 

. Passport officer. 

. Security officer. 

10. Inspection officer. 

11. Chairman, banking board. 

12. Chairman, alcohol control board. 

13. Chairman, inter-Virgin Islands conference. 

14. Chairman, tax exemption board. 

15. Chairman, tax equalization and review board. 


DOAR OP ONE 





APPENDIX T 


COMPTROLLER GENERAL OF THE UNITED STATES, 


Washington 25, May 29, 1957. 
Hon. Hart CHuDOFF, 


Chairman, Public Works and Resources Subcommittee, 
Committee on Government Operations, House of Representatives. 


Dear Mr. CHAIRMAN: Correspondence from your office dated March 25, 1957, 
and April 16, 1957, called to our attention two items which are of interest to 
your subcommittee and which were not covered in our audit report on the opera- 
tions of the government of the Virgin Islands. You requested that we look into 
these matters and make a report thereon. 

The first item concerned a report made by the committee on finance of the 
Virgin Islands Legislature raising certain questions concerning the propriety of 
the payment of travel and transportation expenses of the government comptroller 


1These positions are on a temporary basis. All others are permanent assignments. 
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of the Virgin Islands and other officials to the Virgin Islands from the United 
States. The second item consists of an alleged waste from $40,000 to $50,000 
arising by reason of an abandonment of plans to prepare a Navy self-propelled 
water barge for use by the Virgin Islands government after sums had been 
expended. 

By letter dated May 9, 1957, we advised that we would be willing to furnish 
your subcommittee with an advisory opinion containing our views on the legality 
of the travel and transportation expenditures of the government comptroller and 
others, together with information relating to the question of the cost of the self- 
propelled water barge which was to be obtained from the Navy. 

The Preliminary Report of the Committee on Finance, the First Legislature of 
the Virgin Islands of the United States raised questions concerning the propriety 
of travel and transportation expenses of George A. Reed, former commissioner 
of public works; G. Robert Cotton, former commissioner of education; Nolle R. 
Smith, former commissioner of insular affairs; and Richard L. Krabach, gov- 
ernment comptroller of the Virgin Islands, and suggested that such expenditures 
were not covered by Act No. 37 of the Virgin Islands Legislature approved April 
11, 1955. 

Section 7 of Act No. 37, referred to, provides as follows: 

“Any official or employee of the Government of the Virgin Islands who has 
been authorized to transport his family and household furnishings to or from 
the Virgin Islands shall be reimbursed for such expenses upon presentation of 
the proper receipts up to the amount of Two Thousand ($2,000) Dollars. Ex- 
penses incurred over the amount of Two Thousand ($2,000) Dollars may be 
reimbursed in special cases upon the approval of the Governor and the Finance 
Committee of the Legislature.” 

Copies of the vouchers covering the travel and transportation expenses of the 
individuals named have been secured by our Office. In the case of Nolle R. Smith, 
the travel and transportation was performed subsequent to the enactment of Act 
No. 37 and since that act provides for such expenses no further question need 
be raised with respect thereto. In the case of Messrs. Reed and Cotton, the 
vouchers show that the travel and transportation to the Virgin Islands was per- 
formed before the enactment of Act No. 37 but that actual payment was made 
after such enactment. Information before this Office indicates that the travel 
and transportation expenses of Mr. Krabach were paid prior to the enactment 
of Act No. 37. 

In the absence of any legislative history it is not absolutely clear whether 
the qualifying words of section 7 of Act No. 37 quoted above “who has been 
authorized * * *” was intended to embrace situations of prior authorizations 
and travel with respect to the effective date of the act or whether it refers 
only to the requirement for prior authorization for travel and transportation 
performed. However, any construction of this statute to the effect that it pro- 
vided rights with respect to travel and transportation performed prior to its 
enactment would be contrary to the well-recognized rule that statutes are to be 
be given prospective application unless a contrary intent is clearly manifested. 
(See 28 Comp. Gen. 200, 208 and court cases cited therein.) It must be con- 
cluded that in the absence of any showing that Act No. 37 is to be given retro- 
active effect, the statute has no application to the travel and transportation ex- 
penses incurred prior to its enactment. Accordingly, this statute would not 
appear to furnish any legal basis for the payment to Messrs. Reed, Cotton, and 
Krabach for their travel and transportation expenses to the Virgin Islands. 

We have been unable to find any other law or regulation enacted by the Virgin 
Islands government or the United States which expressly recognized the rights of 
employees of the Virgin Islands government, who are employed from the conti- 
nental United States, to the payment of travel and transportation expenses of 
themselves, family, and household effects to the Virgin Islands prior to Act 
No. 37. The Office of Territories, Department of the Interior, has advised 
informally that they know of no such law or regulation so providing and that 
when officials of the Virgin Islands government were asked concerning this 
authority, the reply was that there was no law or regulation on this matter but 
that it had been the practice for many years in the Virgin Islands, when recruit- 
ing employees from the United States, to pay the cost of travel and transporta- 
tion of the employee, his family and effects to the Virgin Islands. 

Thus, there does not appear to have been any authorization under the laws 
of the Virgin Islands or the United States for the payment of expenses for travel 
and transportation to the Virgin Islands prior to the enactment of Act No. 87. 
Under these circumstances and ignoring a settled practice of long standing in 
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the Virgin Islands our Office would be inclined to the view that the payment 
of the travel and transportation expenses was unauthorized with respect to 
Messrs. Reed and Cotton for travel to the Virgin Islands since these individuals 
were officers or employees of the Virgin Islands government. 

In the case of the government comptroller, Mr. Krabach, section 17 of the 
Revised Organic Act of the Virgin Islands provides that such officer shall be 
appointed by the Secretary of the Interior and shall be under the general super- 
vision of that officer. These provisions may properly be regarded as constituting 
the government comptroller as an officer of the United States and this would be 
so notwithstanding that section 20 (c) of that act provides for the salary of the 
government comptroller to be paid by the government of the Virgin Islands. The 
controlling factor here is what agency maintains supervisory control over the 
officer or employee. We have been informally advised that the Civil Service 
Commission has ruled that the government comptroller is an employee of the 
United States for insurance purposes. (See 36 Comp. Gen. 84 wherein the factors 
of supervision and source of funds for pay are considéred in determining the 
status of an employee. ) 

Since the provisions of section 7 of the Administrative Expense Act of 1946, 
as amended (5 U. S. C. 73b-3), makes available the appropriations of Govern- 
ment departments for payment of expenses to overseas assignment for travel and 
transportation of employees of the United States under certain conditions therein 
enumerated, the travel and transportation expenses of Mr. Krabach to the Virgin 
Islands could have been paid pursuant to the provisions of that act. (See 27 
Comp. Gen. 313.) Hence there appears to have been a basis under law for the 
payment of the government comptroller’s travel and transportation expenses to 
the Virgin Islands, if the Department of the Interior had chosen to apply the 
provisions of title 5, United States Code, section 73b-3. 

In addition we have reviewed the negotiations between the Departments of 
the Navy and the Interior relative to the proposed loan of Navy vessel YW-108 
to the government of the Virgin Islands. Our review included an examination of 
pertinent correspondence between the two agencies and discussions with various 
officials involved in the negotiations. We also made a detailed review at the 
Philadelphia Naval Shipyard of the costs of activation and deactivation of the 
YW-i108 which resulted in costs of $39,743.99 to the government of the Virgin 
Islands for services rendered by the Department of the Navy. 

Exhibit 1 enclosed is a chronology of significant data relating to the proposed 
loan of Navy vessel YW—108 to the government of the Virgin Islands. Exhibit 2 
presents a schedule of the costs of activation and deactivation of the vessel and 
shows the costs thereof to the government of the Virgin Islands. 

Sincerely yours, 
JOSEPH CAMPBELL, 
Comptroller Generat of the United States. 


ExHIsIT 1 


CHRONOLOGY OF SIGNIFICANT DATA RELATING TO THE PROPOSED LOAN OF NAVY 
VesseL YW “108” To THE GOVERNMENT OF THE VIRGIN ISLANDS 


Presented below is a chronology of significant data relating to the proposed 
loan of Navy vessel YW 108 to the Government of the Virgin Islands. The De- 
partment of the Interior acted in behalf of the Government of the Virgin Islands 
in negotiating with the Navy Department for the loan of this vessel. Based on 
the information we have been able to obtain, much of the negotiating for this 
vessel was informal and oral. For this reason, a complete and accurate record 
of negotiations between the Departments of the Interior and Navy is probably 
not ascertainable by reference to official correspondence alone. It is further 
doubtful at this late date that the parties who undertook these negotiations are 
able to recall precisely the complete particulars of this proposed loan. 


February 15, 1956 

Request made by Assistant Secretary of the Interior to the Secretary of the 
Navy for loan of a YW class water tanker. 
February 17, 1956 


Industrial manager, 4th Naval District, received a dispatch from the Chief, 
Naval Operations, directing him to activate the YW 1/08 because it was to be 
loaned to the Department of the Interior. 
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February 20, 1956 


Industrial manager superintendent, in response to letter of same date from 
the operations officer, 4th Naval District, notified the commandant’s office, 4th 
Naval District, by telephone, that the estimated cost for activating the YW 108 
would be about $15,000. The estimate was said to be based on past experience, 
and that this amount was the normal cost to activate ships of this type when 
they are in good condition. The estimate was made before the ship was inspected. 


February 21, 1956 


A thorough inspection was made of the YW 108 by the planners and estimators 
of the industrial manager superintendent’s office. As a result of this inspection, 
a rough planned estimate in the amount of $62,557 was prepared. 


February 27, 1956 


The industrial manager, 4th Naval District, notified the commandant, 4th Naval 
District, that the estimate for the activation of the YW 108 was $48,000. There 


were no work papers to support the revised estimate, and no one could explain 
the basis on which it was made. 


February 28, 1956 


Reply made by the Assistant Secretary of the Navy (Materials) to the 
Assistant Secretary of the Interior’s letter of February 15, 1956, informing 
Interior that the loan of a suitable craft could be made under the authority con- 
tained in section 601 of the act of June 30, 1932 (31 U. 8S. C. 686). The terms 
and conditions of the loan were enumerated in the Assistant Secretary of the 
Navy’s letter and it was stated that upon receipt of affirmation of the terms by 
the Department of the Interior, the Chief of Naval Operations would proceed 
with the loan arrangements. It was stated further that upon completion of 
funding arrangements, activation of the YW 108 could proceed forthwith. 


March 1956 


Invitations to bid on the demothballing of the YW 108 were sent to five private 
shipyards. Date and time of bid opening stated on invitation to be March 7, 
1956, 10 a. m., e. s. t. 


March 7, 1956 


Three bids were received and opened in the office of the industrial manager, 
4th Naval District ery sy 83, Philadelphia Naval Base. 


March 15, 1956 


Secretary of the Interiog replied to the Secretary of the Navy that the terms 
and conditions of the vesgel loan as enumerated in the Assistant Secretary of 


the Navy’s letter of Februd@ry 28, 1956, were acceptable to the Department of the 
Interior. 


March 19, 1956 


Government of the Virgin Islands check for $80,000 delivered to the Navy as 
deposit fund for the activation of the YW 108. 


March 20, 1956 


The Chief, Navy Bureau of Supplies and Accounts, allotted $48,000 for activa- 
tion of the YW 108. 


March 20, 1956 


YW 108 was delivered to the Keystone Yard on March 20, 1956, where it was 
accepted and berthed by that yard. 


March 21, 1956 


Herman Kosone, secretary-treasurer of Keystone, said that work commenced 
on the ship on March 21, 1956. 


March 22, 1956 


YW 108 put into drydock. Inspection disclosed that the entire bottom of the 
vessel had to be repainted. The contract was modified to include the necessary 
painting, increasing the amount of the contract by $5,939. The change order 
effecting this modification is dated April 9, 1956. 


March 28, 1956 


Award was made to the lowest of the 3 bidders, Keystone Ship Engineering Co., 
Philadelphia, Pa. Contract No. NObs—-70012 was issued to Keystone in the 


a 
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amount of $28,835 on March 23, 1956. Commencement date for the work is noted 
on the job order to be March 23, 1956; completion date April 23, 1956. 


April 4, 1956 


Date of letter from Assistant Secretary of the Interior notifying the Secretary 
of the Navy that work on activation of the YW 108 was to be stopped immediately, 
that the government of the Virgin Islands had made arrangements for the pur- 
chase of a tug and water barge. 


April 5, 1956 


Date of dispatch from the Chief, Naval Operations, to the industrial manager, 
4th Naval District, ordering the work of reactivating the YW 108 to be canceled 
and to restore the ship to the condition existing before activation. 


April 6, 1956 


Cancellation notice received by industrial manager, 4th Naval District. A 
conference was held on the afternoon of April 6 by the contractor and Navy 
personnel to determine the condition of the ship and the percentage of comple- 
tion of the activation work. It was resolved at the conference that work neces- 
sary to activate the ship be temporarily discontinued, and that only work be 
continued which had to be done regardless of whether the ship was to be 
activated or deactivated. At 10:30 a.m. April 6, 1956, the ship had been removed 
from drydock. The industrial manager superintendent said that the ship was 
removed from drydock before the notice of cancellation was received because that 
stage of the activation work had been completed. 


April 12, 1956 


YW 108 put back into drydock to begin the work of deactivating the ship. To 
restore the vessel to a deactivated status the contract was modified with Keystone 
increasing the amount by $14,752. 

May 1, 1956 


The Chief, Bureau of Ships, agreed that $12,256 for certain work performed on 
the ship should be a Navy expense. 


May 8, 1956 


All work on the YW 108 was completed on this date and the vessel was returned 
to the Philadelphia Naval Shipyard. The contractor was paid in a lump sum 
upon the completion of all the work. We were unable to determine which costs 
applied to the activation of the ship and which costs applied to the deactivation of 
the ship. The contractor’s records do not show the costs accumulated as of the 
various stages of completion of work. Officials of the 4th Naval District and of 
the contractor said that many of the repairs were necessary whether the ship 
was to be activated or deactivated. 


Summary of the costs of activation and deactivation of naval vessel YW “108” 
Payments to contractor : 


Origttial COGROCG. «26.66 b a eidkensnumnes $28, 835. 00 
Change order No. 1 (painting) _....._---____..-_-_- 5, 939. 00 
Change order No. 2 (deactivation) -_._-----._-_----- 14, 752. 00 
$49, 926. 00 
Navy Department direct costs: 
Government-furnished material___........_..--__-__ 2, 418. 35 
NAVS INDE ison 8 eee ee ee ee 55. 64 
2, 473. 99 
Total cost of activation and deactivation of the YW 108_____-_ 51, 999. 99 
Reduction of total costs of activation and deactivation accepted by 
Navy nk i A ah a i clea 12, 256. 00 
Net amount of costs for activation and deactivation of YW 108 
charged to the government of the Virgin Islands___________- 139, 743. 99 


2 We did not reconcile a difference of $99.50 between this amount and the costs ot 
$39,843.49 reported to the chairman, Public Works and Resources Subcommittee, by the 
Secretary of the Navy by letter of Apr. 4, 1957. 
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APPENDIX U 


STATEMENT OF EARLE B. OTTLEY, MEMBER OF THE LEGISLATURE OF THE VIRGIN 
ISLANDS, TO THE PUBLIC WORKS AND RESOURCES SUBCOMMITTEE, COMMITTEE 
ON GOVERNMENT OPERATIONS, HOUSE OF REPRESENTATIVES 


Mr. Chairman and members of the committee, I should like to comment briefly 
on some of the points made by representatives of the General Accounting Office 
who testified on activities of the Virgin Islands government. 

Senator Joseph Gomez and myself had no knowledge of these hearings before 
our arrival in Washington, and because of that made appointments in New York 
which make it impossible for us to stay here throughout the committee hearings. 

The fiscal confusion that now exists should not be blamed on the people of 
the Virgin Islands. Until the Honorable Earl Chudoff presided over hearings 
in the islands, it was not possible for members of the legislature, even those on 
the finance committee, to obtain copies of the audit reports of the GAO. These 
reports were considered top-secret documents, and all efforts of the legislature 
to obtain copies from the administration met with failure. Incidentally, we 
should point out that even reports made by the Virgin Islands comptroller are 
withheld from the legislature. 

It seems to us that the conditions complained of by GAO would have shown 
improvement if the legislature had been apprised of them, even though the direct 
responsibility for administering the departments belongs to the Governor. 

Unfortunately, one of the factors leading to the present confusion and defi- 
ciency is the rapid turnover of administrations in the islands. Within 3 years 
we have had 3 different administrations. 

During the administration of Gov. Morris F. de Castro, one accounting system 
was followed. When Governor Alexander moved in, an expert was employed 
to devise a new system. Shc.tly thereafter the comptroller for the Virgin Islands 
introduced another system, the one now in effect. Is there any wonder why 
there is confusion ? 

We realize that there are weaknesses in our tax-administration procedures. 
We have attempted to strengthen the system by increasing the appropriation for 
the department of finance, as requested by the tax administrators. Unfortu- 
nately, the legislature has no control over the expenditure of funds. 

We have recognized the need for revamping our entire tax structure, and a 
committee composed of administration, legislative, and business representatives 
is now at work on proposals to be submitted to the legislature in April. A tax 
survey by experts, as proposed by GAO, would provide us with three such surveys 
within a few years. A former Governor paid a consultant $45 a day for several 
months, but the report that was submitted was so little regarded by the Governor 
that he did not even submit copies to the legislature. 

We admit that in the 1956 fiscal year appropriations exceeded revenues, but 
that situation was corrected in 1957 fiscal year, when the legislature took pains 
to maintain a reserve of more than $100,000. Subsequent vetoes of a few appro- 
priation acts by the Governor, which resulted in reviving the previous year’s 
appropriation acts, canceled out the contemplated savings. 

In 2 of those vetoes the Governor took exception to the action of the legisla- 
ture in voting half-year budgets for 2 departments. The legislature acted in 
the manner it did because of the refusal of the Governor to submit nominations 
of department heads while the legislature was in session. The purpose of the 
half-year budgets for the 2 departments referred to was to require the Governor 
to call a special session of the legislature to vote the additional funds and to take 
action on any nominations made after the legislature’s adjournment. 

Much has been made of the so-called inability of Virgin Islanders. Let me 
emphasize that for the past 2 years or more, in which conditions have moved 
from bad to worse, most of the top policymaking positions in the islands have 
been in the hands of persons brought into the islands by the Governors. Many 
Virgin Islanders in responsible positions were replaced. It is adding insult to 
injury for anyone to blame islanders for inefficiency in government when the 
government is substantially in the hands of non-Virgin Islanders. 

There may be only a high-school education available in the islands, but we have 
scores of islanders trained each year in United States colleges and universities. 
Many have returned home, and more will return if given the opportunity. 

Because of our size and lack of influence in the national scheme of things, we 
know how ineffective are the protests we make against the campaign to discredit 


ACTIVITIES OF VIRGIN ISLANDS GOVERNMENT 893 


and ridicule Virgin Islanders before the Congress and to hold us out as a bunch 
of irresponsible, softbrained people who need to be held by the hand and guided 
until kingdom come. 


APPENDIX V 
JANUARY 5, 1956. 
Hon. Doucias McKay, 
Secretary of the Interior, 
Washington, D. C. 

Dear Mr. SecreTary: As a result of considerable correspondence and of per- 
sonal observation, I am deeply concerned about the water problem in the Virgin 
Islands, particularly on St. Thomas. It seems to me that the time has arrived— 
if it is not overdue—for every governmental agency involved to act vigorously to 
meet the water shortage which threatens the present economy and future develop- 
ment of that area. 

Both immediate short-term relief and long-term projects are needed. Par- 
ticularly urgent is the necessity for the responsible agencies to be ready to 
transport water to St. Thomas when it is needed this year and in the next few 
years until more permanent solutions are reached. 

I recommend strongly, therefore, that if the Department of the Interior has 
not already done so, it make arrangements at once to have a tanker or other 
adequate shipping available in or near the Virgin Islands ready to carry water 
when a shortage occurs. I also urge that the Department do everything possible 
to expedite permanent measures to alleviate the situation. 

Sincerely yours, 
Bart Cuvuporr, M. C., 
Chairman, Public Works and Resources Subcommittee. 


DEPARTMENT OF THE INTERIOR, 
OFFICE OF TERRITORIES, 
Washington, D. C., February 6, 1956. 
Hon. Ear, CHUDOFF, 
Chairman, Public Works and Resources Subcominittee, 
House of Representatives, Washington, D.C. 


Dear Mr. CHuporr: Thank you for your letter of January 5 in which you ex- 
pressed concern over the water-shortage problem in the Virgin Islands, par- 
ticularly on St. Thomas, and urged the institution of short- and long-term 
projects for relief of the situation. 

As you know, during the past several years many surveys and studies have 
been made on this problem. In order that a proper evaluation could be had of 
these various studies, a decision was reached to employ the services of a com- 
petent engineering firm to submit to us their recommendations for the proper 
solution of the problem. The firm of Gibbs & Hill, of New York, presented the 
best proposition, and that firm is now engaged in preparing its final report. 
We have been informed that the report should be completed by March 1, 1956. 

Meanwhile, in coordination with the Governor of the Virgin Islands, we also 
have been exploring the advisability of acquiring for the Virgin Islands govern- 
ment a suitable water tanker or barge to be used in transporting water to St. 
Thomas from Puerto Rico during the anticipated drought period this summer. 
Some progress in this is being made at present and, concurrently, Governor 
Gordon has received an appropriation for such a project from the Virgin Islands 
Legislature in special session. 

Your expression of interest in this problem is deeply appreciated. As soon 
as definite steps are taken on the matter, we shall be glad to advise you. 

Sincerely yours, 
ANTHONY T. Lavust, Director. 





